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REPORT ON "MEETING WITH POLICYMAKERS: MADIA AND AID EFFECTIVENESS" L/

This report briefly summarizes the results of a conference held in
Annapolis Maryland, April 6-9, 1987, attendei by senior government officials
from African countries in which MADIA studies have veen undertaken,
representatives of the eight donor agencies participating in the MADIA
study,g/ and members of the research team (see Annex I for a list of
attendz2es). The purpose of the conference was to review the preliminary
findings of cas= studies by eight donors of aid effectiveness in the six MADIA
countries aid to begin to cull from these findings a numher of cross-cutting
observations concerning the problems as well as successes of aid assistance in
these countries.g/ The pregentation and discussion of the findings from

individual case studies was organized around topical themes germane to the

agsistance of the donor whose experience was being reviewed during a given

1/ MADIA (Managing Agricultural Developmant in Africa) is a three part study
being carried out in the Development Strategy Division, Development
Research Department, World Bank. One component of the MADIA study, which
was the focus of the conference summarized in this report, examines the
effectiveness of two decades of donor assistance for agricultural
developmert in Africa. A second component®examines the relationship
between domestic policies and agricultural performance in.the six MADIA
countries. The third component examines the politics of agricultural
policy iu these countries. A volume from each of the latter two
components is scheduled for completion in the spring of 1988 and the fall
of 1987, respectively.

2/ The six MADIA countries are Kenya, Malawi, and Tanzania in East Africa
and Camerocu, Nigeria and Senegal in West Africa. Participating donors
are The World Bank, USAID, ODA, EEC, the French, GTZ, DANIDA and SIDA.

3/ These case studies, once revised and edited, will be part of a volume to
be produced in the fall of 1987 entitled Aid to African Agriculture!
Lessong -of Two Decades of Donor Experierce. A list of the case study
papers distributed for the conference is found in Annex III.
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session; for example, the DANIDA paper tocused on technology transfer by small

1/

donors and the French paper focused on exporf crop promotiun.,
The conference was particularly useful in at least three respects.
First, comparing the experience of various donors enabled participants to
identify a number of common and often thorny problems snared by almost all
douwors. The comparisons alsc revealed the particular constraiats faced by

>, rhelr overall development assistance

donovs depending on thelr sis
objectives, and the constituency pressures Lo which they are subject. The
insights that emerged trom this comparative analysis of the ways in which
donors pursué their i1ndividual objectives will help donors to examine and
understand better their own individual program: ard modes of operation and
enable donors to improve their interaction with recipient countries and other
donors.

A second particularly valnable composcnt of the meetings was the
contribution of seulor government pollcymakers who commented on the 7arious
ways in which the differing, and sometimes conflicting, substantive interests
and operational modes of dcnor programs smpacy ca recipient country efforcts to
promote agricultural and rural development. Accommodating the varving agendas
of donors and maximizing che bonelics of divergent donors programs is a
continual challenge for recipisnt countries. Previding specific examples of

these donow-initiated difficulties should increase the sensitivity of donors

1/ Annex II Llists rhe topics tor each session of the agenda. While these
topics were chosen beccause they have been central to che assistance of &
given donor in the past, they do not necessarily represent the area of
current or future concentration of assistance or preference by that
donor.
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to such difficulties and promote both better individual efforts and greater
communication among donors.

A third set of insights is more specific to each donor. Here the
focus is on the impact of individual donor programs, particularly explanations
for the success achieved by donors in specific substantive areas, e.g., USAID
in agricultural training, the earlier French expertise in promotion of export
crop production, etc. This topic is addressed in considerable detail in each

of the donor case studies.

Some Central Themes

Though structured around specific topical themes, the discussion was
wide ranging and a brief report of this nature cannot summarize the discussion
in a comprehensive manner (nor can it begin to capture the detail of the case
studies). Noretheless, a number of broad themes repeatedly surfaced
throughout the discugsion. Some of the more prominent of these are

highlighted below.

1. Country Performance and Policies. A January 1986 meeting of
MADIA reéearchérs had examined, among other thinés, the question oé how one
could assess the effectiveness of donor assistance. Various researchers
argued that different donors not only have different criteria with which to
gauge the "success'" of their aid, but they also use quite different assessment
methodologies. Besides where more than one donor operated, it is difficult to
attribute benefits to the programs of a single donor. Strict adherence to
cost benefit analysis, it was argued, was not possible because of the fairly

qualitatiwe nature of some donor assistcnce objectives and the general lack of
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celiable data. It was further argued that, in addition to the analytical and
methodological problems involved, most donors did not have the resources to
undertake a rigorous data-based analysis of the effect of their assistance
programs in specific recipient countries. It was, however, agreed that it was
essential that the aid effectiveness study as a whole have an overall analysis
of the agricultural performance and policies of individual countries which
could provide a context in which to review individual donor assistance
programs.l/. This would be particularly useful given that the study had a long
term (15 to 20 year) and 3 broad (seccoral).orientation.

The 1987 Annapolis meeting of policymakers therefore began with a
presentation on the agricultural performance srd policies of the six MADIA
countries. The presentation also articulated a set of criteria, in the form
of several questions, for evaluating the nature of that performance, namely:
What has been the extent and nature of growth ;n each country, i.e., in terms
of food and export crop and regional balance? To what extent has there been a
reconciliation of growth with equity and what have been the tradeoffs between
these two concerns? What have been the major sources of increased
agricultural productivity in each country? And what has been the cost of this
growth? In particular, how have domestic macroeconomic and sectoral

(especially agricultural) policies influenced both the extent and nature of

1/ It should be noted parenthetically that the Bank, by virtue of its size,
resources and staff skills, is uniquely suited to play a lead role in
carrying out this kind of analysis of country performance and policies.
Doncrs with fewer resources recognize that they are less able to
undertake such analysis but are nonetheless keenly interested in
obtaining it because it can be useful in planning their assistance
programs especially when such analysis is available on a comparative and
a long term basis.
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agricultural growth? Lastly, what has been the relationship between the
overall levels of aid flows and the nature and pattern of agricultural
growth? Answers to these questions provided the general context in which to
discuss the long term contributions of individual donors to agricul:ural

1/

growth in specific countries.~" The analysis documented in a systematic way
the fundamental importance of both domestic policies and the investment

patterns of the recipient countries in explaining performauce.

2. Aid Coordination. All agreed that aid coordination is in

principle desirable to avoid overextension of recipient country resources
(broadly defined) as well as to identify conflicts and overlap in donors'
objectives. Some felt recipients should coordinate aid. However, recipient
country participants stressed that the idea of aid coordination had originated
from the donors And the objectives of aid coordinagion were often not
adequately articulated and explained to the recipients. [Its most useful
function was seen by the recipients to be one of facilitating an exchange of
information. However, the recipients expressed a concern about donors ganging
up to push projects, programs, or macroeconomic and sectoral policies that the
country feels are inappropriate, either’ in substance or in terms of the speed
with which they_are implemented. This is especially a problem where the more
influential donors can affect the views of other donors, given that where

conditionslity is involved, this can affect overall aid flows. Moreover, if

1/ There was no attempt to attribute causaliry, at least in any strict
sense, between the individual donor activities and country performance in
"light of the problems referred to above in assessing the impacts of donor
programs.
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not handled carefully, aid coordination can create additional bureaucratic
burdens for recipients since coordination has substantial costs in terms of
scarce managerial capacity. Also, where aid coordination efforts are in
effect, there may be subtle pressures to ensure that each donor that is being
"coordinated'" has projects to fund. This can produce situations where the
supply of good projects for funding is limited and less influential donors are
allocated weaker projects whose benefits may not exceed their costs. Lastly,
there are certain areas in which aid coordination should not be expected to
apply -— security related activities, where aid is tied and driven by
commercial interests, etc.

Ideally aid coordination is done by the recipient country and is
focused on specific projects and sectoral or macroeconomic concerns on a
continuing basis. However although it is the donors who are either more able
anal&tically énd/or more keen on grounds of principle to coordinate aid no one
donor appears willing to take responsibility for ensuring that it happens.
Nor is it always clear that donors have carefully thought through the
mechanisms necessary to achieve effective coordination. Most importantly, aid
coordination does not work in situations where the recipient country does not
have the necessary economic management or the capacity; thus the importance of
donor support fer improving recipient country capacity for economic policy
planning and implementation was stressed as being a necessary condition for
achieving a reasonaple macroeconomic context.

A subsidiary issue of the aid coordination issue concerns the idea of

donor comparative advantage -- the idea that specific donors are much better

at some kinds of projects or technical assistance than others. While it was

generally agreed that the topic is importint and merits further rigorous
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thought and discussion, there was little consensus on the precise meaning of
donor comparative advantage. Some'participants argued that the idea of donor
comparative advantage in the strict economic use of the term is not
appropriate and one should instead speak of "areas of excellence" or simply in
terms of areas of competence in which donors might concentrate. Moreover, if
one combines the notion of donor preferences (perhaps deriviig from
constituency pressures) with that of donor technological supeciority or
economic efficiency, the resulting donor agendas may diverge rather
substantially from that suggested by the classical economic notion of
comparative advantage.

Thus, while the idea of donor comparative advantage proved to be
conceptually somewhat elusive and was not defined to the satisfaction of all
participants, there was nonetheless considerable debate throughout the
conference concerning the virtues of ‘greater donor specialization and division
of labor as a means of improving the effectiveness of donor assistance. At
the heart of this discussion was the thesis th;: it is useful for individual
donors to base their programs on their own relative strengths and not to
encourage recipients to dissipate resources on aid activities well beyond
their absorptive capacity by promoting those activities in which the donor may
not be particulq;l} strong. An equally émportant corollary argument is that
donors must attempt to transfer their spécial expertise to developing
countries. Thus the concentration of donors should not only be on doing what
they do well but also on teaching recipients the requisite skills irvolved.

The concern to maximize "excellence' among donors stemmed from the
fact that MADIA studies indicate that donors have felt compelled to spread

their efforts over a wide range of activities. Often their ability to



ULD/5/12/87 -8 -

mobilize resovrces in the aggregate is dependent on their being active in
(different) areas that appeal to various constituencies or their being
responsive to changing "fads" over time (that may or may not correspond with
the recipient country needs). By providing aid in many different areas,
however, they fail to give the highest quality aid in any one area, including
the areas in which individual donors have particuv'ar strengths. Thus,
overextension of donor involvement beyond their planning and implementation
capacities leads to investments that are marginal, resulting in misallocation
of recipient country capital. This is particularly a problem where a given
aid activity becomes popular among all donors (e.g., integrated rural
development projects or, more recently, agricultural research) and all donors
attempt to do the same thing.

The counter situation, namely one of greater donor specialization,
is, however, notvone that neéessarily appeals to recipients. 'If donors did
only what they did best, the donor in the area (e.g., dairy) would by
definitipn be the "best". However, the donor concerned may not be willing to
share its skills with the recipient, or may not be acceptable on other (e.g.,
political) grounds, etc., although this must aiso be balanced off against the
current high information costs to recipients in assessing the quality of
various donors'_programs).l/
It was also pointed out that, even where donors would like to

emphasize their '"areas of excellence'", there are major constraints on their

1/  Against this background of an emphasis on specialization, the decline in
the capacity of some donors to assist African countries in the areas of
their traditional expertise was noted, e.g., the export crop expertise of
the British and thd French.
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ability to concentrate on just areas in which they have comparative technical
or economic expertise. These include the pressures noted above to provide a
smorgasbord of activities that respond to the full range of the domestic
constituency interests in donor countries and also political and economic
constraints to developing expertise in certain areas (e.g., ones that compete

with economic interests in donor countries).

3. Policy Conditionality. This area was again one in which strongly

felt views were expressed. While all agreed that conditionality is valuable
in enabling recipient countries to achieve certain policy reforms, recipient
country representatives were also quite vocal in indicating some of rhe less
attractive aspects of this process. These include the "faddish" nature of the

1/

policy advice-' the problem of insufficient attention being given to the
magnitude and pace of adjustment, inadequately specified objectives of reforms
that are mandated (e.g., devaluation), calls for dismantling of old
institutions or creation of new institutions without sufficiently detailed
consideration of the consequences, etc.

Policy conditionality, it was argued, can only be successful to the
extent that it can be implemented; thus the importance of agreement on é
reasonable and flexible timetable and sound analysis and research ‘on the means

for implementation. Lastly, recipient country participants indicated that a

real problem for the recipients has been the tendenéy of individual donors to

1/ One interesting query that was raised concerned the degree to which
donors' policy conditions have contributed to policy instability.
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add more, and sometimes conflicting, conditions on top of those stipulated by

other donors. Aid coordination is essential to resolve this problem.

4. Equity Objectives. Given the donors' focus on basic human needs

in the 1970s, discussion of attempts to achieve equity objectives was a
prominent feature of the conference. In this area there was much variation in
donor experience. For example, SIDA's program was described as one in which
the primary objective was to express solidarity with the poor in low income
countries largely through the provision in East Africa of subsidized public
services, namely, rural water and rural health facilities. Yet such a clearly
focused poverty orientation has not necessarily led to increased equity nor
even to operational facilities. Sweden also appears to have been less
concerned, at least in the past, than other donors with evaluatiug the
economic efficiency of the aid it has ﬁrovided.

The World Bank has consistently focused its lending on the problems
of smallholder production. In the 1970s the leadership for smallholder
development programs shifted from the 'traditional" bilaterals with knowledge
and experience of Africa to the World Bank. However, with the few notable
exceptions of ;ea and coffee in Kenya, cotton in Cameroon and maize in West
Africa, the Bank's progréms in smallholder agriculture have in the main not
been very successful. Not all this lack of success can be explained by policy
failures in recipient countries. Fundamental technological and institutional
problems have constrained success. Yet few viable solutions evolved in the
1970s.

It was also noted that from the recipients point of view the concept

of equity 1s a particularly thorny one; there is aiways room for debate about
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both the nature of the growth that will be generated and the appropriate
balance and tradeoffs between that growth and equity. In this regard, there
was much discussion, largely centered around World Bank programs, concerning
the requirements of a smallholier production strategy versus an estate
strategy. It was pointed out that governments have multiple objectives,
including surplus generation, that they must balance in choosing between these
two alternatives and the choice is rarely straightforward, especially where
technological and institutional solutions for smallholder development are not
readily apparent. There was also some disagreement about the extent to which
governments are able to provide supporting services for the smallholder export
crop sector in a way that is competitive with efficient provision of resources
to the estate sector in a reasonably short time horizon; Yet in view of both
the generally poor performance of the Bank's smallholder agriculture projects
in MADIA countries and the diminished role of rhe traditional bilateral donors
in this area, the source of needed innovative and experienced leadership for
achieving increased smallholder production is uncertain. This is particularly
worriséme given the lack (with the possible exception of the Kenya Tea
Development Authority and CFDT) of strong organizational and institutional
models on which to base a smallholder export crop strategy. Given the public
goods nature of services in research, extension, roads, etc. which export
crops require and the scale economies in their processing in which the private
gector is not always able to participate, given the gestation lags in
realizing production benefits from investments in them, there is a concern as
to how smallholder export crop development will materialize, raising questions

about the role the public sector would be required to play.
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One variant on this theme of smallholder versus largeholder
agriculture emerged in the comments of several participants regarding
Francophone Africa. They suggested that the farmer with middle size acidings

might be a potential innovator and "pioneer'" in providing the lead for

increased agricultural production.

5. Donor Constituencies. The influence of constituencies on bat%

the substance and modes of operation of donor programs was a central -
each of the case studies and was continually referred to throughout ¢!
conference. Constituencies present donors with a number of operationa
problems but they also are extremely useful allies in enabling donors to
generate public support for preserving or increasing development assistanr-
budgets. For example, the quite pluralistic German. ajid program rece:-
support from a wide range of NGOs. Relatively little; attention was -
strategic thinking about how to more effectively capitalize on this s .
though a number of participants expressed interest in this topic. Some ¢i cae
less desirable features of constituencies are the seemingly ever incres.
variety of constituencies that urge that their particular concern --
environment, gender, etc. -- feature prominently in the assistance p-
These pressures_ tend to fragment donor programs acrpss wide ranges o: ...
areas. .

Perhaps the most pefnicious form of constituency pressures
with tied aid. This takes a number of forms, one of which is techn:.

assistance that is not of the highest quality. Donprs appeared to hc...

little hope for the abandonment of tied aid, preferring instead to emphasiz.
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those instances in which tied aid had been directed to positiwve advantage.
However, there do appear to be important differences between donors in the
extent to which tied aid impinges on performance and program impact or
determines the extent to which donors can become involved in given substantive
areas.

Recipient country representatives voiced considerable concern about
the negative impact of tied aid on their ability to obtain the most efficient
forms of assistance, e.g., the consequences of inappropriate technology in
terms of recurrent cost implications, high donor management contract costs,
etc. It was argued that if aid tying occurred in areas in which the donors
had the greatest comparative advantage or expertise this would likely be less
of a problem. Instead the aid provided often serves as a vehicle for
transfering surpluses of donors countries in the form of commedities,
technical assistance, etc., without adequate regard to their quality or

cost. Food aid was cited as the most obvious example.

6. Constraints Faced by Small Donors. Primary among these

constraints is a limited capability (and/or reluctance) to comsider the
potential impact on donor interventions of sectoral, macro policy and
institutional cgnstraints in recipient countries. It was suggested that even
small donor interventions inevitably influence recipient country policies and
therefore small donore can ill afford to ignore the recipient country
context. The issue of small donors' limited capacity to assegs recipient
country policies is complicated by the fact that they usually have a limited

array of substantive expertise, frequently of a highly technieal nature, to
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offer recipient countries. For both of these reasons, the potential for a
"mismatch' between the type of assistance that is offered and that which is
either most needed and/or likely to be most effective is magnified, especially
where the '"target group" is the less privileged members of the rural sector.
On the other hand, small donors have certain advantages such as not being
encumbered by extensive bureaucratic procedures for project design and
implementation. They also have greater flexibility and can adapt quickly to
changing circumstances.

DANIDA's experience in Kenya indicates that a small donor's resource
base is not entirely fixed and expertise can be cultivated over a sustained
period, focused on a limited range of countries, and thereb& made more -
compatible with recipient country requirements. The above considerations
suggest that small donors, even more than others, need to take a long term,
substantively (and probably geographically) very focused approach to providing

assistance.

7. Problems of Very Large Donors. Very large donors with major

amounts of resources to allocate, notably the World Bank, have an advantage in
doing sectoral and macroeconomic analysis. On the other hand, precisely
because the resources it has available are so large, there has been |
considerable lending pressure to allocate resources without sufficiently
detailed analysis of the potential problems that might undermine the success
of the type and the number of projects funded. In particular, in the past

rhere has often not been uadequate attention in agricultural projects to the

agro-ecological conditions or organizational and implementational capacities
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prevailing in project areas. Also, top down guidelines and global fashions
have meant that there has veen inadequate attention to the sequencing and
phasing of investments to alleviate the most important coustraints. Similar
approaches have been applied across countries without adequate attention to
individual country/regional variation. The Bank has also in general opted for
short term results and has focused less on the long term objective of
development of indigenous human and institutional capacity, particularly with
respect to policy, planning, and implementation and agricultural research

capacity.

8. Building Agricultural Research Capacity. There was considerable

agreement that building agricultural research capacity is an important
priority for achieving agricultural growth in Africa. USAID's achievements in
providing training for a substantial number of African scientists and in
building agricultural education institutions were noted but it was also noted
that USAID has had less success in Africa than it has had in Asia in
translating this training into effective national agricultural research
systems. Cautions were, however, raised about the dangers of a major new
donor emphasis on national agricultural research systems given the likely
consequent probkem of excessive and disjointed assistance. This area, even
more than most others, calls for close scrutiny of donor comparative advantage
and of strategic planning for carefully coordinated bilateral and multilateral
efforts that concentrate resources on mutually agreed upon areas of highest

priority from a long te:m perspective.
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9. Decentralizing Donor Assistance Systems. The merits of having a

permanent in-country donor presence were discussed in various contexts. A
local donor presence was generally viewed as beneficial in that it allows for:
more informed and extensive dialogue on issues of importance to both the donor
and recipient. However, it was also noted that where there are attempts to
exercise strong central policy control and direction from donor agency
headquarters, this can constrain the ability of the in-country representatives
to maintain a program that has strong continuity and/or is flexible enough to
be sufficiently responsive to host country concerns.l/ It was the opinion of
one senior recipient country official with long experience in dealing with
iifferent donors that what matters most is not whether a doncr official is
resident in-country but whether the representative has sufficient delegated
authority. Unless this is the case, meaningful dialogue with a donor is not

possible.

10. The Role of Food Aid. Since a number of donors, notably USAID

and the EEC, provide substantial amounts of food aid assistance, there was
considerable interest in this topic and the substantive argument, namely that
countries pursuing equitable growth-oriented agricultural policies may

experience more rapid demand for food in relation to the supply they can

1/ It was suggested that an interesting empirical question would be to
investigate the experiences of the decentralized versus centralized donor
management styles .to assess che;r potential lessons for aid
effecuiveness.
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generate in the short and medium run and that this might be an important
justification for food aid. The viewpoints expressed essentially dividea into
two perspectives. The dominant one was one of staunch resistance to the use
of food aid. It stressed the detrimental effects of food aid (dependency,
price distortion effects, the inevitability of donor constituency interests
outweighing recipient country concerns, the hidden costs of food aid,
diversion of donor and recipient country attention away from the more
"fundamental" problems of population growth and how to increase agricultural
production, etc.). Proponents of the counter view argued that, while
admittedly fraught with potential problems, food aid is an undeniable reality
and therefore must, and can, be managed intelligently with the objective of
achieving maximum development impact. Besides, food aid may be no worse than

any other form of aid in creating dependency.

11. Integrated Rural Development in Retrospect. Given the

involvement of almost ali donors in integrated rurgl development (IRD)
projects in the 1970s, there were recurring references throughout thé
conference to experience with IRD projects. The prevailing view of most
donors appeared to be that this experience has been negative. Indeed with
respect toO thé‘concern with equity noted earlier, perhaps the feature most
held in common by almust all donovs was their generally unsuccessful efforts
to promote regional equity via integrated rural development projects
frequently located in marginal areas. Several pleas were, however, made that
before this aggregate experience becomes conventional wisdom, there is a need
to be somewhat more discriminating in reflecting on the varieties of this

experience in order to better appreciate the lessons that have been (Fr could
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be) learned. One case study indicated that experience with IRD has been
varied and that not all IRD efforts have been "poorly planned" or "overly

ambitious".

12. Export Crops. Concern was voiced over the generally

deteriorating performance of export crops in MADIA countries (with the
exception of tea and coffee in Kenya and cotton in West Africa). Apart from
the price incentives which were being corrected in many countries this lad in
turn to discussion of the role played by both Britain and France in the
colonial era in significantly increasing export crop production through the
effective organization of research and delivery systems (indeed, the French
contribution in Francophone Africa was reviewed in detail in one of the case
studies). Some participants argued for a renewed emphasis on the part of
these ex-colonial donors on rebuilding past expertise that would hopefully
result in improved export crop performance (especially in light of the
concerns mentioned under point 4 above with respect to the current lack of
clear technical leadership in this area). Other commentators were less
certain ‘that this proposition is viable in light of the many complicating
circumstances of the current world commodity markéts, existing multilateral
programs and private sector activities in the export crop sector. Nor,:it was
argued, is such a stance sufficiently sensitive to the extreme pressureg that
recipient countries and donors are under to focus on improving food crop
production (Kenya and to 2 lesser extent Cameroon were cited as the two MADIA
countries that have been able to increase (some) smallholder export crop

production while not harming the performance of food crop production).
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13. Technology Dz2velopment and Transfer. Discussion of this topic

involved a twofold emphasis. The first centered on the need, mentioned above,
to substantially increase the capacity of recipient country agricultural
research systems. A second emphasis pertained to the widespread problem donor
programs have encountered in attempting to increase smallholder agricultural
production. Here the emphasis was on a call for greater attempts to reflect
on-farm constrainrs in the development of agricultural technologies rather
than rely on a simplistié transfer of technologies from experiment stations.
Despite general agreement in principal concerning this objective, however,
there were few concrete suggestions on how it can be most effectively

achieved.

Potential Next Steps

Next sﬁep; will cohclude the MADIA study's synthesis and disseminate
its results. In view of the fact that the case studies and the conference had
chronicled a number of development assistance fads that donors had subscribed
to and then as quickly abandoned, éne bit of concliding advice offered for
synthesizing the study's results related to the fundamental importance of
discriminating between donor mistakes that are unavoidable as a result of a
learning process. and mistakes that donors have continued to repeat due to the
systemic constraints. It was stressed that it is essential to examine why
they continue co repeat mistakes as well as how to avoid or minimize similar
mistakes in the future. It is especially important to build on the lessons of
success, of wﬁich there are a fair number.

Future activities wil} concentrate on a systematic effort to

synthesize ‘and make available more broadly the wide range of-important
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1/

insights that emerged from the studies of aid effectiveness.-’ The main
thrust of this effort will involve atcempts to.pull these insights together,
both in the final versions of the case studies and in the synthesis volume, to
carefully differentiate and articulate these insights and to more fully
explore their implications for future donor activities. The possibility was
also mentioned of holding additional seminars in selected donor and recipient
country settings to achieve further refinement and/or elaboration of some the
more important ideas articulated at the conference.

Two such types of future meetings are possible. The first could be
held in recipient countries and would focus on discussion of the study's
findings on agricultural performance and policies. A second set of meetings
could take place in donor countries and would examine specific questions

regarding donor assistance (several expressions of interest in the latter type

of meeting have already been received since the‘Annapolis conference).

1/ It is important to emphasxze that this brief ’=porr only touches on some
of the more prominent issues raised at the meetlng and to a lesser extent
on the case studies. It does not attempt to present any conclusions of
the study. These issues will be expluv-ed in greater detail in the final
synthesis volume and, in particular, the extensive evidence from the case
studies will be used to make more definitive judgments about these issues
with respect to aid effectiveness. A number of other topics were
discussed at the meeting, e.g., the many different ways donors have of
attempting to assess the impact of their programs, the various quite
diverse categories of aid provided by different donors, the comparative
experience of donors in actempting to transfer analytical skills, etc.
The final volume will also explore these topics in the process of
presenting conclusions about aid effectiveness.
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MANAGING AGRICULTURAL DEVELOPMENT IN AFRICA
U.S. ASSISTANCE
What has been the content of AID . )
assistance and how have its priorities U.S. Economic Assistance, 1963-84
changed over time? What factors have Billions of 1983 dollars —
influenced the content of AID's pro- Average
gram? What has been the impact of AID s1 per capita _
assistance? How can policymakers in- _

crease AID's effectiveness?

The MADIA study has acempted to
assess the contributions of AID's acrivi-
tics not only to project success but to
the achievement of long-run goals. It is
based on detailed analysis and compar-
isons from the six MADIA countries
and suggests generalizations that take
account of the richness and variation of
the conditions and experiences in those
countries. The study draws on a wide
range of documents and extensive inter-
views with AID employees, contractors,
and government officials and other res-
idents in the study’s countries, It tries to
understand how AID's actividies have
been shaped by its environment, both in
Washington and overseas. And it places
AID programs in a broader historical
and forcign policy setting,

During 1563-84 1.8, assistance for
the six countries was nearly $3.6 billion
in 1983 dollars. Of this total, $300 mil-
lion was for agriculture, $520 million
for rural development (other than agri-
culture). The remainder included devel-
opment assistance in other sectors, Pl
480 food aid, Economic Support Funds,
and Peace Corps.,

Although AID has maintained a
broad focus on smallholder agriculture
and food crops throughout the period,
there have been large tluctuations in
country funding and scctoral emphases.
These variations correspond to changes
in U.S. foreign policy concerns, which
reflected Congressional or Administra-
tion policy changes and lessons of expe-
rience with African development.

U.5. cconomic assistance for the six
MADIA countries and for Sub-Saharan
Africa in peneral has been modest, re-
fleciing limited foreign policy interests
in the region. It represented only 5% of
all U.S. aid before 1978, and it has risen
to more than 10% only in recent years,
primarily because of increases in food
aid and the Economic Support Fund.

K. lgéﬁ HE

Kenya Malawi Tanzania

Senagal

All six
countries

Cameroon Nigeria

AID programs have also been modest in
comparison with total donor assistance.

It is 1impossible to document the im-
pact of AID assistance on agricultural
and rural development for three rea-
sons: the limited scope of AID pro-
grams, the problems of measurement
and attribution, and the political and
cconomic factors that have swamped all
development cefforts in the countries un-
der review. The study therefore relied
on obscrvable intermediate outputs that
are necessary though not sufficient for
attaining sustained increases in produc-
tion, achieving higher incomes, and im-
proving the well being of the rural pop-
ulation.

Judged in these terms, the evidence
suggests that AID has contributed mea-
surably and significantly to the accumu-
lation of knowledge, skills, and compe-
tence of individuals in al! six countries,
It has contributed to physical capital
accumulation, especially transport, in
all countries except Senegal. But there
have been severe problems with mainte-
nance and recurrent costs in Kenya and
especially in Tanzania. AID's contribu-
tion to social capital accumulation, cco-
nomically useful knowledge, and insti-
tution building has been mixed, often
only partially effective, and oceasion-
ally counterproductive. Weaknesses in
promoting institutional development in

African countrizs have clearly been a
major shortcoming of donor assistance
in Sub-Saharan Africa. AID’s efforts ap-
pear to have been relatively successful in
human capital formation and in estab-
lishing faculties of agriculture and other
postsecondary educational institutions,

Was the activity an appropriate part
of a balanced strategy in relation to the
host country’s needs, resources, and in-
stitutional capacity? Was the country
situation favorable in terms of the poli-
¢y environment, the timing and sequen-
cing of activities, and the commitment
of the country’s political leaders to the
objectives of the project or program?
How appropriate were ULS, experience,
technical expertise, and institutional
modecls for the host country’s needs and
context? Did AID have or was it able to
obtain the institutional capacity to plan
and implement the activities necessary
for the success of this type of program
under host country conditions? The an-
swers explain much about the pattern of
success or failure,

AID’s assistance to institution-build-
ing for agricultural education, clearly an
essential component of a balanced stra-
tegy, has been impressive in Nigeria,
substantial in Kenya, and significant
(though intermittent) in Malawi and
Tanzania. A major cffort to build the
first land grant university in franco-
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phone West Africa has been launched
in Camcroon. In addition, participant
trainirg has been an important feature
of most agricultural projects. This com-
parative success is related to the
strength of American land grant univer-
sities. Special contracting arrangements
have enabled AID to draw on the uni-
versitics for the design and implementa-
tion of projects, especially in the 1960s,
and to sustain their support for many
years. Institution-building 1s a long-term
process; sustained support is crucial to
permit the U.S. fand grant model to be
modified to fit African conditiors and to
ensure that the investment in educanion
strengthens the host country’s capacity
for agricultural rescarch,

The effectiveness of AlD's assistance to
agricultural education and training was
limited in some instances by the insuf-
ficient relevance of training n the United
States to conditions in Africa. More pen-
erally, investments in bigher agricultural
education have had limited impact on
agricultural development because the
complementary investments i develop-
ing cffective national agricultural research
systems have not yet been made.

AID's assistance for agriculeural re-
scarch was meager (only 2.3%). In re-
trospect it appears that there are many
reasons for this neglect, including “tech-
nological optimism™ leading, to an ex-
tension bias, the New Directions policy
emphasis of the 1970s, the view of Af-
rican leaders and donor policymakers
alike thae rescarch was too slow, AID's
difficulty in adopting a long-term time
frame, and the opposition by American
farmers' interest groups. Other reasons
for the lack of success in agricultural
research include inappropriate assump-
tions about African farming systems
and the limited fanuliarity with many
African staple crops.

Despite the formidable difficultics,
the current situation is encouraging. In
recent years the Agency has started ma-
jor agricultural research programs in
Cameroon, Malawi, and Kenya that in-
corporate lessons from prior experience,
In addition, the Africa Bureau's new
(1985) agricultural rescarch strategy pa-
per is in many ways exemplary, It incor-
porates lessons from carlier failures, is

well attuned to the needs and capacities
of various nations, and outlines a coh-
erent approach,

Over the past 25 years, AID has allo-
cated a substandial portion of its funds
in the MADIA countrics for activitics
intended to affect agricalaral produc.
tion direetly. These wotivities have often
been based on technology transfers, and
they have rehied on extension workers to
transmu information to farmers about
specific farming methods and inputs,
These extension-based production ac-
tvitics have nearly all been judged un-
successful by AID. Evidence from the
six country studies indicates convinang-
ly that they were based on incorrect,
overoptimistic assomptions about the
benefits and appropriateness of pro-
posed technical solutions. They also
failed to take adequate accaant of local
ccononue, social, and isttatonal is-
e,

The pattern of success and falure
shows that AID has difficulty designing,
and implementing projects that:

* Assumce it will be possible to trans-
fer American technologies and organi-
rational forms directly to rural African
populations.

* Assume it will be casy to alter ex-
istinginstitutional patterns, including
those established during the colonial pe-
riod.

* Depend on extensive logistical sup-
port, the timely procurement of commod-
ities, or American-made equipment that
cannot be serviced by existing facilities.

¢ Enrail complex management and de-
pend for their functioning on outputs of
other planned projects, rely on inputs to
be provided by ministrics not responsi-
ble for the project’s implementation, or
require substantially better interninis-
terial coordination than already exists.

ALD’s difficulties with projects that
rest on these assumptions have bheen
exacerbated by procedures and organi-
rational incentives that encourage its
employees (o focus on desigmng, proj-
cats and obligating funds rather than on
mplementation, monitoring, and cvalu-
ation. Increasingly complex budgeting,
design, and contracting requirements—
and contunuing adverse criticism at
home--have iorced AID missions to de-

vote much of their energy to respond-
ing to the Washington burcancracy and
solving AID's problems rather than
those of the host country, Under these
circumstances, it has been difficult for
AID's technical personned 1o remain
current in their field of expertise.

Ultimately, many of these constrain-
ing problems reflect the lack of political
support for foreign aid and the Agency’s
consequent dependence for support on
a variety of special interest groups with
differing agendas. They also ead to ex-
cessive Mmicro-management” by Con-
gress. These problems have been re-
cognized by managers at Al and by
members of Congress, and there are
grounds for cautious optimism that
ways will be found to address them.

The effectiveness of AID's assistance
has also been constrained by o Tack of
CoOntinuIty 1 carrving out anstitution-
building activities that require apatent,
crror-embracing, and tlexible approach,
Indeed, AID programs i Africa general-
ly have been characterized by muach less
stability in focus and policy than its
carlicr and larger programs in other
peographic regions,

Recognition of these hmitations
should not obscure AD's strengths, The
MADIA study supports the view that
AlD’s unique overseas missions give it a
comparative advantage in implementing
projects, working collaboratively with
host-country counterparts, and in coor-
dinating the cfforts of A and other
donors with those of the host country.
The mission system also allows irs field
staff considerable Hexibility in marshal-
ing or redeploying resources in response
to changing circumstances, unforeseen
difficubtics, or unexpected opportunities.

Documenting the strengths of AID's
mission presence 1s difficult because
many of irs achievements are the result
of informal contacts, friendship, and
patient persuasion. It is clear, however,
that this informal process—reinforeed
by seminars, conferences, and visits to
the United States or to other developing,
nations—has significantly altered the
attitudes of officials in cach of the six
countrics toward higher agricultural
education, research, health, and popu-
lation,
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U.K. ASSISTANCE

Bilateral UK aid to African agricul-
ture rzkes six main forms, with more
overliy than watistical presentations
suggest {see the chart).

Project aid is financial aid—now on
grant terms-~for capital expenditures,
In aggregate, around 70% of such aid
involves procurement from the UK, but
for some smallholder agricultural proj-
ects in Africa this figure has been as low
as 30%.

Manpower aid involves long-term
personned and consultants provided un-
der techmeal cooperation. In the agri-
cultural sector this aid has become
increasingly clustered around ODA
projects. In the 1970s it was more widely
spread, as the main form of manpower
was salary supplementation to govern-
ment posts held by UK nationals.

Training aid consists primarily of
awards for professional training in UK
agricultural education institutions,

Commercial investments of the Comi-
monwcalth Development Corporation
(CDC) in agriculture are part of UK aid
flows: the terms of its loans (or fixed
dividends on cquity invested) are con-
cessional and ultimately financed by the
UK Treasury. The CDC also provides
manpower aid chrough management
contracts.

Program aid peovides, in cffect, bud-
getary support currently through finane-
ing inputs, It is similar to other non-
project aid-——such as debe cancellation,
(post independence) budgetary aid, and
disaster relicf—in that there is not an
casily monitored result. In recent years,
however, program aid has had 2 more
specific agricultural focus, linked as it is
to agricultural policy reform and to spe-
cific farm inputs.

Grant support to agricultural research
steevices in the UK which assist national
and international agricultural institutions
is for ODA’s scientific anits (particularly
the Tropical Development and Research
Institute) as well as for research in the
universitics and clsewhere,

Trends in UK Aid

The share of UK aid disbursed multi-
faterally increased from well under 10%
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U.K. Financial Assistance to Sub-Saharan Airica, 1970-85
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1985

in the carly 19705 to around 45% m the
mid-1980s. This long-term shrinkage e
the share of the bilateral ard program
has been accompamed since 1979 by an
average annual decline i ceal terms of
3.7% m the aid program as @ whole.

Since the Late 19705 there has been a
more explicit focus on the commercial
benetits of UK aid fand the Large bulk
of sales under the Aid-Trade Provision
have been outside Sub-Saharan Afnica).
But the share of bilateral ad o Sub-
Saharan Africa has increased from the
average of 25% in the carly 19705 to
40% in the 1980s.

Of this allocation, project aid has
diminished with the increasing emphasis
on nonproject aid. And ol the project
aid o Africa, agriculiure has been
squecezed by a prowth in support for the
puwer sector.

The CDC commitments in African
agriculture have also declined substan-
tially since the second half of the 1970s,
although the CDC has continued a rel-
atively even course of new imvestment in
the nonagricultural sector, But the most
striking feature of the nends in direct
UK support for African agriculture is in
manpower, where the number of long-
term staff overseas declined from 740 in
1972 to 458 in 1977 to 154 1985, Less
dramatically, the number of UK-based
scientific officers has also declined.

Technical cooperation allocations as a
whole do not reflece this shift, partly
because the cest of officers overseas has
risen but also because the number of UK
training awards has been largely main-
tained in agriculture.

Agricultural Aid Priorities

Inrerpreting the data o establish re-
vealed ODA prioritics 1s not straightfor-
ward. On the one hand, there has been
an increase in muldlateral aid to institu-
tions (such as the World Bank and the
EEC) which have given emphasis to Af-
rican agriculture. There has also been
an increase in program aid linked to
policy reforms designed 1o assist the
farm sector. On the other hand, bilateral
project allocations to agriculture have
decreased substanially in size and num-
ber. Manpower aid is much diminished,
support for UK research services had
been reduced, and CDC investment has
weakened.

Even so, a number of general trends
can be seen in UK agricultural aid over
the last 15 to 20 years.

* Despite a strong colonial legacy of
export crop research and services, there
has been a low level of direct ODA
investment in export crops on the
grounds that cither the CDC or the
industries concerned should be piven
responsibility.
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* since the carly 1970s, there has been
a withdrawal from budgetary aid and
support for supplemented officers in
agricultural service and, up to the end of
the 1970s, a stronger emphasis on rela-
tively short-term projects with UK tech-
nical advisers.

* There has been a move in the late
1970s and 1980s into larger arca-hased
programs in several subsectors simul-
tancously,

o In the mid-1980s there has been
emphasis on program aid at the expense
of new project aid comnutments.

Apart from these trends, a review of
the country evidence reveals tive main
prioritics on both the form of agricultur-
al aid and on the speanic sectors of
agriculture supported by ODA,

* Program aid linked to policy re-
form.

¢ Tntegrated rural development,

» Agricultural cechnical services,

* Agticultural rescarch.

* Smallholder export crop authoritics,

Itis also clear from the country evi-
dence that some of the more serdent
critics of UK agricultural aid (such as
the NGOs and the environment lobbies)
are wrong in claiming that British aid s
particularly supportive of mechanized
farming, modern irrigation, export
crops, and the use of imported chemi-
cals, vaccines, and fertilizers, All these
clements figure in the 1S years of aid
investigated, but there is no evident
bias. Even the recent program aid for
agricultural procurement relate to weil-
established demand for imported inputs
temporarily constrained by forcipn ex-
change shortages rather than effects of
market penctration of new technologics.

Impact on Institutions

ODA's current interests in institution-
puilding arc in some respects inadequate
as far as they apply to African agricul-
ture. In ODA’s view, inadeguate public
sector management can be remedied by
selected support in training and capital
and manpower aid.

ODA’s strengths in institution-build-
ing arc unlikely to be in areas where
political and commercial interests imp-
inge on performance, and they have
been ineffective at nattonal level gen-
erally. ODA lacks the leverage (and pos-
sibly the will) to influence directly the
trading, position of public agencics or

[~ 1
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major resource allocation decisions. Yet
ODA's record shows significant achieve-
ments inmstitution-building in more
narrow and specialized arcas involving
techmeal and research skills.

Impact on Policy

The overall impression is of an ad
hoc, meremental approach o agricul-
tural aid, with a scrong, demand-led cle-
ment, rationalized (rather than de-
termined) 1noccasional country  poli-
cv papers. There s also cevidence that
the demand element s often strongly
influenced by recipient government
prioritics agreed with the World Bank
and other donors.

Particularly i the 1980s this attach-
ment to the World Bank was deliberate
and reflected both confidence in the
Bank's much larger professional input
into agricuttural planning and atcach-
ment to the case for donor coordina-
tion over natonally agreed on seace-
gies (such as in Malawi and in Kenya).
Where there s rather less conhidence (as
i the Burra Scheme in Kenya), Bank
support is sull likely to influence ODA
agriculiural aid policy decisions, The
confidence in European (EDF) aid exe-
cution in the agricultural sector is much
lower, although there has been a major
diversion of UK aid finance to the EEC
over the past decade. Vhere has been
litde development of aid collaboration
and coordimation as a consequence. Fx-
amples of where UK aid (as opposed to
no aid or aid from an alternative donor)
has been most influential are in the more
specialized and technically based areas
of agriculture: cotton research in Tanza-
nia and Malawi; smallholder tea exten-
sion and processing in Kenya and Mala-
wi; land-use planning and conservation
work in Kenya and Tanzania; animal
healen services in Malawi and Kenya;
and sced production and quality control
in Malawi and Tanzania,

Constraints on Effectiveness

The effectiveness of UK agricultural
aid has Heen constrained i three main
wiays. Domestic agricultural policies
have been detrrimental 1o projects: in
some cases prices regulated by govern-
tent have posed a disineentive to pro-
duction {cotton in Tanzania) or public
markcting organizations have been al-
lowed to trade incfficiently (seed in Ma-

lawi or livestock in Kenya)., But the
more widespread constraints have been
the inability or unwillingness of govern-
ments to provide appropriate budgetary
and staff resources to activities where
ODA has committerd resources. This is
a particular constraint in such arcas as
rescarch and pest and discase control,
where staff and cquipmient costs are
such a major feature of recurrent expen-
diru e,

There are also constraints on the aid
program 1self. Although there are some
mstances of UK procurement leading to
long delays and inappropriate technol-
opy, the practice of aid-tving is not
generally damaging to ODA agricultural
projects. And local cost provisious have
been considerably more gencrous than
in other sectors. Nonetheless, the gen-
eral bias of the aid program toward the
commercial returns of aid to the UK has
meant a significant bias in spending to-
ward UK-procured infrastructural in-
vestment, notably transport and power,
which have fittle direct benetie to apri-
cultare. In agriculture, there 1s also .
bias toward factory, roads, and ware-
house construction, reducing smaller,
service oriented programs in arcas of
proven UK competence,

The administration of ODA’s agricul-
tural aid has also occasionally acted as
a constraint to aid-cffectiveness, Dif-
ficultics in integrated rural acvelopment
projects have been caused where tech-
nical dircctions are often unclear and
further confused by conflicting views of
ODA advisers. This vacillation in aid
administration also extends to more
straightforward construction projects,
and, in this case, itis largely explained
by the reluctance of QDA 1o cease dis-
bursements even where serious ques-
tons aie raised avoutr performance
(grain storage in Tanzania is one of the
more obvious examples). But in the
more complex and long-term projects to
assist low-in:ome farming, the frequent
periods of ODA vacillation are not en-
tirely blamewaorthy. Caution and skepti-
cism are natural traits in what remains
an experienced cadre of professionals
who tend o resist the pressures for
rapid aid dishursement. In at least two
instances in this study (Kenya Livestock
and Mowara-Lindi) such caution has
beens vindicated by subsequent poor
project performance.
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Since the carly 19705, Sweden's aid o
all developing countries has accounted
for more than 0.75% of its gnp. Sweden
has been a prominent donor to Kenya
and Tanzania, with around 10% of s
aid spent there. Swedish assistance has
also accounted for significant shares of
the two countries' gnp (see the chart).

Since the mid-1970s, these aid Hows
have all been grants, and carlier loans
have been written off. The share of ted
aid has been low, but ic prew to about
20% of the total in the 1980s. A striking,
allocational feature is the very high pro-
portion of aid expended on subsidized
public service.

Sotidarity with poor peaple in low-
income countries—and the belief that
Swedish experience is relevant for devel-
opment—are the basic reasons for Swe-
den's aid, and the promotion of resource
growth and equality have been the basic
objectives. But commercial considera-
tions have also played a role. Aid has
been viewed basically as support to the
buildup of physical or human capital,
which would yield permanent returns
after the foreign support was discontin-
ued. A distinguishing characteristic of
Sweden's approach to aid has been a
reluctance to interfere in the recipients’
macrocconomic policies.

Evaluation of past cffons has only
lately played an important role in Swe-
den’s aid endeavors. So the feedback
from carlier experiences has been weak,

Sweden's percepuions of “Fanzania’s
policies as more cquity-oriented than
Kenya's explain the different treatrem
of the two countries. Tanzanta received
much more aid and had a greater free-
dom in determining s use. In Kenya
active Swedish involvement in sectoral
allocation was considered necessary to
assure the desired poverty orientation.
But no scrious effort has been made to
verify whether Swedish pereeptions tru-
ly reflect the two countries' development
profiles.

Rural Water Supply

Rural water supply has been an im-
portant component in Swedish aid. Un-
ul the mid-1980s, 20% of the disburse-

Swedish aid/recipient gnp

Swedish aid/all aid
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ments to Kenya and 13% of those to
Tanzania, were for this purpose. Swe-
den was aninitiator and, for some time,
the major Ainancier of these activities.

In Kenya the rural water program has
been plagued by differences of opinion
between donor and recipient about the
mechanics of water distribution, Flat
charges and the combimation of individ-
ual and communal taps in one system
led to excessive private use, and littde
water reached the communal pons that
were to serve the poor. The charges
imposed were grossly inadequate 1o
maintain and operate the systems, And
since the government did not provide
the needed funds, decay of the installa-
tions was fast and widespread.

These negative experiences led ro
consccutive shifts of the Swedish contri-
butions to the rural water program. In
1980, new construction was sharply cur-
tailed, and funds were redirected to-
wards operation and maintenance. Af-
ter 1984, support for the nationwide
program was replaced by geopraphical-
ly focused ventures with considerable
technical and social experimentation to

encourage local involvement,

In Tanzania, Swedish aid initially
played a centro! role in the conceptual-
ization and planning of the national
rural water supply, with many donors
participating in its subscquent execu-
tion. The proegram proved financially
overambitious and was technically mis-
conceived, The recurrent costs for op-
crating and maintaining the instal-
lattons were beyond the central
government’s means, but no arrange-
ment had been made for the donors or
the consumers of water to cover these
costs. The physical and human inputs
required to operate the predominantly
piped, diesel-driven systems were not
available in the country. So, a large part
of the installutions has functioned er-
ratically or not at all.

In e 1980s the focus of the Swedish
cffort shifted from the nationwide to the
local level in a few regions around Lake
Victoria. As in the recent program for
Kenya, there is substantial experimenta-
tion to develop systems that, once estab-
lished, could operate without outside
support.
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Rural Health Systems

Swedish thinking had a sipmiticant
impact on the design and implementa-
tion of the rural health strocture m the
two countries. But the inancial support
in this area has been less than that
in rural water-—both in Sweden's ad
budgets and i the overall reciprent ac-
tvity.

In Kenya the construction of ol
health facilines has absorbed apout halt
of the Swedish contributions for this
purpose, and there were extended de-
lays i completion. I the 1980s, there
has been ashift towaed inancig recur
rent and operating costs and proved-
ing management and other software,
prompred by the oboervatuon that ma
tional funds for these purposes were
wanung,

With hindsight, both the Kenyan oy -
ernment and the donors agree thar sim
pler systems, emphasizing preventive in-
stead of curative medicine, would have
been more affordable and cost offec
tve, Despite sizable Swedish and Dan-
ish support of recurrent costs, some
two-thirds of the rural health centers
tack equipment and supphics essential
for their operation,

In Tanzama a maior proportion of
Sweden's commitment has been to build
and equap 125 health centers i an am-
bitious natiunwide program. This pro-
gram has been wrought wath dificuloes
similar to those in Kenva., Delavs
excention and cost overruns have been
severe. Recurrent funds have been gross-
ly inadequate, and the decay of insealla-
tions is serious. In the 1980~ a4 majorni
of the wnits has facked cssential sup-
plies, and ongoing operations have re-
lied on DANIDA and UNICEF for o
sential drugs. Apparently, the rural
health system that had been established
was beyond Tanzania’s means,

Soil Conscrvation and Forest
Development

Swedish aid has been mstrumental
faunching a broad program of soil con-
servatton 1 Kenya's hilly arcas with
high awncoltural porential. The purpose
is to terrace the land and o plant grass
and tiees, v as to prevent sail erumion,
The technical and fnancial assistance

has sice the mnd- 19708 been inregrated
with the natnonal agnicultural extension
propram. Key charactenistics of the pro-
prare melude the use of simple wols and
heavy rclance on the labor of farmers
who own the land.

Although the fimancal support from
Sweden has been small, abour half the
'.lrl”\ r('\‘lllll”)', COHNCTVILION measures
had been cared Tor by the mid- 19805
Lhis

ol .I\I\ll'\(‘lll('llf. l‘ll( uesnons rennn

autcame suppests a0 hieh raee
about sustamability . Recent stundies sup-
post that farmers ave Jess ready 1o un-
dertake the iollow-up work needed o
avond sorl degradation,

Sweden has contnibuted substantially
to Tanzama's forest development. Unul
the mid - 19706 when e was realized that
the industial forese capaeity vastly ex-
ceeded the forest imdustries” foresecable
needs, most of the resources were used
for expandimg existung mdustrnal forest
plantanions. the program then shitred
toward establishing small mobile aw
mills o arease the demand for the
phintanen outpur ~and toward provid-
g techmaal assistance 1o the torest
mdustry. Since about 1986, village at-
forestaton has been o turther muportant
component of Sweden's ad.

No demand analyas had been done
before Linchimg the eftore o expand
industrial plantavions, and that part of
the program was clearly misconceved.
Fhe investments momobile saw malls
were usctul i that they helped to recuty
the imbalance created by carlier and.

The impact of Sweden’s techmeal s
sistaniee to the forest industries 15 un-
clear. Sice 1983, these industries have
become mereaanply profitable, but indi-
penous Fanzanian management reforms,
rather than foragn advice may have
been inserumental i this turnaround!,
The village atforestation support 1s 1oo
carly to evaluate, but the low survival
rate of the communal plantings that
dominate the effare casts some doubt on

the current structure of this endeavor,

Input on Development

Foaluatmg the development impact
of aid s wovery difficult task, especially
vecause the effects of foreign resources

often cannot be \L'P.ll’.ll(‘(l from those of

domestic resources. The results hinge also
on the measurmg rod chosen to determine
whether ard has done well or not.

The costs for achieving the physical
outputs vickled by the projecs appear o
be exccedingly high. Contributing, to the,
unfavorable benehit-cost ratio have been
problems of excaunon- extended delays
and cost overrans, More senous, the una-
vatlability of recurrent timance has led 1o
severe malfuncnons and phyvsical decay in
Larpe panes of the rural water and rural
health facilities that dominate the Swedish
citorts studied. A hkely reason tor this
difficulty 1s that the projeas as concened
were bevond the means of the Kenyan
and Tanzanuan soaeues, Tnsafficien at-
tention o the macroeconomic context ot
projects undoubtedly comtnbured o map
propriaie project desien.

Although the physical outpurs from
the projects appear meaper, one must
also consider the valuable Tessons that
the reapient and donor have tearned.
The shifts m emphasis m many projects,
supgest an aimproved understandmyg of
the soaocconomic environment, and ¢f-
forts to adapt to i, SIDA has probably
been mare pragmatic than other donors
g up s perception of aid as
support (o oanvestments onlyv-and in
providing resources for recurrent costs
where this was essenual for project vi-
ability,

One important lesson s that the pover-
ty oricntation of an aid propram is no
puarantee of improved  equity, Active
measures (o reach the poor are usually
required. Another lesson s that intensive
popular involvement s g necessary pre-
condion tor the success of broadly-based
programs for pubhic social services,

A thied lesson is that donors need
much more understanding of the macro-
ceonomic and macrosocal settmg m re-
apient countries to design aid appro-
priately. The macrocconomic scrtng,
should not only be understoad; it should
also be reasonably sound. SIDA has
learned w recent years that its involve:
ment i rectifymg msconcerved macro-
ceononne pohaes may be o precondi-
ton forats ad 1o funcoion at all. These
lessons pomt 1o the longer term chal-
lenge of improving the cectiveness of

Sweden's aud.
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WORLD BANK AS ISTANCE

Kenya, Tanzania, Malawi, Nigenia,
Cameroon and Senegal have 40% of the
population in Sub-Saharan Africa and
more than 50% of the gnp. During 1963
to 1986 they received $5.4 billion
IBRD loans and $3.1 billion in IDA
credits, of which 37% of IBRD loans
and 31% of IDA credits were allocat-
ed to the agriculeural and rural sector
through 128 project operatons, nine
structural or secroral adjustment loans,
and fve technical assistance projects.
And from 1970 to 1984 they received
44% of the Bank's total resource trans-
fers and 33% of its official development
assistance in Sub-Saharan Africa.

In reviewing the Bank's involvement,
cach country study reviewed Bank ad-
vice on: 1) macrocconomic issues direct-
ly pertaining to the developme it of agri-
culture, 2) the agricultural sector, and 3)
individual lending operatons. The stud-
ies describe the interaction between the
Bank and recipient in cach area, trace
the evolution of the advice given, and
establish the relationship of advice to
lending. They also relate the advice and
lending to the recipient’s endowments,
agriculeural policies, and expenditures.
In additon, the studies assess how far,
how fast, and how well the Bank and
the government have learned lessons
from their joint experience.

Country Performance

Three sets of factors explain differ-
ences in country performance:

* Natural resources und political and
institutional endowments. Kenya, Tanza-
nia, and Cameroon have more favorable
endowments than Malawi and Sencgal,

* Macroeconomie and sectoral pol-
icies: Kenya, Malawi, and Cameroon
have had morce favorable macropolicies
than Sencgal, Nigenia, and Tanzania.

o Stable and predictable country pol-
icies and institutions: Nigeria was the
most politically unstable, experiencing
frequent changes in policy initiatives
and senior personnel responsible for
agricultural policy; Tanzania and Sene-
gal, though politically stable, had the
most unstable institutional environment
for the smallholder sector.

Lending for agriculture
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Malawi, Kenya, a0 Cameroon did
well on growth m the 19705 Nigena,
Thus
the relative importance of policies and

Tanzania, and Sencgal did poorly.

natural resource endowments differs in
explaining performance. For mstance,
Tanzania's poor policies led to stagnation
even with favorable resonrce endow-
ments. In Malawi growth was rapid even
with a poor resource base. In Senegal the
resource endowment (ramfall and pro-
duction variability) appears to have
caused policy and institunional instability.

Tanzania, the most equity-oriented,
could not sustain its cquity policies.
Kenya achieved more in equity than did
Malawi and Tanzania.

Malawi did the least well on equity;
Tanzania, Senegal, and Nigeria the least
well on growth.

Bank Performance

Broad policy initiatives from the top
and such external factors as the inter-
national cconomic environment of the
1970s greatly influenced the Bank's ap-
proaches to development assistance—
more than did country-specific con-
straints, the Bank’s vich operational ex-
perience, and the knowledge of its
highly yualified technieal staff. This
influence is evident i the lending expe-
rience during three periods.

Investment. The 1970s were charac-

“investment approach”
Rapid
growth in project lending followed Rob-

teetzed by an
to smallholder development.

cer McNamara's Nairobi speech in 1973
and the pundeline that 25% of lending
should go to agriculture and rural devel-
opment. Complex projects of marginal
cconomie value taxed the himited plan-
ning and implementing capacity of gov-
ernments. This was particularly unfor-
tunate o that agriculture is a poor direct
absarber of capital in the early stages of
development, and us ability to use cap-
ital cfficiently is highly dependent on
complementary development of other
scctors, especially the infrastructure and
cducation sectors,

There was a mutuality of interest be-
tween the Bank's resource transfers to
poverty-oricated projects and the recip-
ient government’s sociopolitical objec-
tives for, say, regional income dis-
tribution or food self-sufficiency.
Governments were less concerned about
building their long-term institutional
and human capital base to absorb large
capital transfers.

This investment approach had rela-
tively hittle impact in achieving equitable
growth except where policies and institu-
tions were favorable (see the box).

Adjustment. By the carly 1980s cx-
ternal shocks 1o African countries—
droughts, oil price changes, recessions
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in their export markets, and border
problems with neighboring countries
combined with indiscrimmate growth
in public spending to cause macrocco-
nomic difficulnes and project miplemen-
tanon problems. These led the Bank to
focus on policy reforms: exchange rate
adjustments  (Tanzama and Nigeria),
control of government expenditure
(Tanzania, Malawi, and Senepal), abol
iton of subsidies and increased cost
recovery (Malawi, Nogerna, and Sence-
gal), and prvatizanon (Kenya, tanza-
ma, Nigerna, Sencpal, and Malawn.
Because Cameroon had pursued 4 maod-
erate cconomie and political course, 1t
required no major seructural reforms,

Adjustnent with Growth, In the mid-
1980s the Bank moved tonward 4 more
judicious blend of policy retorms and
mvestments. There v now greater re
cogmtion that modernizmyg smaltholder
agriculture requires appropriate policies
and mvestments ivolving 3 comples
network. This network mcludes T:na-
tional capacity for agnculiural research
and extensies 2y compeniive and re-
sponsive markets for mputs, outputs,
and other faciors, and B price 1incen-
tives and a stable mstitutnonal environ-
ment.

Bank Policy for Africa

The lessons from the study sugpest
that to achieve the requirements of
modermang smallholder apricalture m
Africa, the Bank will need to do more

¢ To understand the socnl, pohueal,
and ethnie factors that ntluence povern-
mcent motives,

* To asvess the mucrocconomie fac-
tors that influence producer decisions.

* To address the risks and uncertam-
ties of internavional markets- risks and
uncertainties thathave been madeqguate-
ly reflected i the Bank's policy advice
and investments,

e To determme how hest o advise
countries with a strong comparative ad-
vantage 0 primary  commodines that
have poor prospects in the global marker,

* To think of development in the long
term (15 1o 20 years) rather than the
medium term (two to five year),

The Bank also needs to recogmiee s
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Developing strategies that focus on
smallholder agricufture. The Bank's sup-
port for the development of smallholder
agriculture has been unwavering since
Robert McNamara's Nairobi speech n
the carly 1970s. The Bank has empha-
sized 10 each country the central impor-
tance of the smaltholder sector for overall
ceononie development, contributed o
mobihzuye resovrcee of rocinient conn.
tries and other donors tor mvestment in
this sector, and articalated policies neces-
sary for s development. For example,
Nigena expenenced considerable politi-
cal and policy mstabnlity and gave prior-
1y o large-saale irngation and mechan-
ized farnmung i the 1970s, But the Bank
upheld the mterests of smallholder agni-
culture and helped weld i 1o Nigeria's
apncultaral soracepy, Malawr and Came-
roon gave prionty w the estate and plan-
tation sectors an the carly 1970, and
Jiere too the Bank shifted the focus of s
assitance o the smallholder secror.

Contributimg to groweth throwgh project
mwestments, The Bank did much o span
the growth of smallholder tea and coftee
production during the cacdy stages in Ken-
va. It financed smuaitholder tea production
i the 19605 and coffee and tea processing
fachiies v the 19705 Simularly, the hrse
credit project m Kenya contributed to the
growth of smaltholder dairying. In Came-
roon--inaddiion to developing small-
bolder cottan, colfee, and fooderops
through the Plaine des Mbo project-~-the
Bank played an mporeant role i dissuad-
g the government from investing
large-scale mechanzed ace preduction.

In Nopzenia the Bank's agnealtural devel-
opment projects in Northern Nigena con-
inbuted 1o the groweh n producnon of

The Bank’s Main Contributions

maize and cowpeas, foodcrops for which
profitable technical packages exist. The
Bank also transferred technolagy for low-
cost surface irrigation by drawing on its
irrigation experience in South Asia (Niger-
ia's capacity for small-scale irrigation re-
mains to be developed). And the Bank
played an important role in beginning to
develop local capabudities in project prep-
aration, apnraisal, and supervision,

Contributing to policy reform. The
macrocconomic difticulties of the late
1970s led the Bank to change its focus
from project lending to structoral adjust-
ment lending. This shift has allowed the
Bank to focus on improving the policy
framework in Malawi-=revising the tax-
ation that was adversely affecting the
smallholder agricultural sectar, in which
the Bank had invested durmg the 1970s.

In Tanzania the Bank's cconomic and
sector work and us focus on policy-based
lending identified the discrimination
against the smallholder sector arising
from the overvaluation of the exchange
ratc—and the bias of public spending
toward industry and social services at the
cost of agriculiure,

In Kenya the Bank's emphasis on sec-
toral reform led to eHective snalysts of
input distribution problems and to the
reforms needed to improve their supply
to the smallholder sector. This emphasis
also helped improve planning and bud-
geting in the Ministry of Agriculture.
Similar reforms are now being introduced
1 the rest of the governmental ministries.

Building capacity, The Bank's recent
focus on national research systems is fos-
terig a shift i research activities toward
developing technologies for small-scale
farmers.

exeeptiomal comparative advantage n
workimg with Afnican povernments to
tormulate tongterm development strace-
pies tor countries and to mobilize inter-
natronal and domesne resources that ful-
nlt the requirements of madermizing
The Bank

should thus cncourage other donors 1o

staltholder apniculior.

plav up to then trequently unrealized
comparative advantage m, sy develop-

g cxport-crop nsttations {the French

and the Brinsh) or tammg nanonals and
developing agricultural rescarch capabil-
1ties for fooderops (the Aniericans).
Donors could then estabhsh centers
of exceilence dhat are more responsive
to the needs of reapient countries, This
wounld enable them o improve the gual-
iy ol thar meerventions and to resist
pressures from constituencies at home
to provide wadely divergent forms of

ANSIstange.
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DANISH ASSISTANCE

Development assistance has an unu-
sually broad base of support in Danish
socicty, with the result that Denmark is
one of the top performers in the level
and terms of its assistance. Danish aid
as a sharce of gdp reached the Devel-
opment Assistance Committee goal of
0.7% in 1978, and there is political
backing for reaching the 1% goal by the
early 1990s.

A bit over half the bilateral aid falls
under the category of “untied project
aid” and is on a full-grant basis; the
rest comprises tied, interest-free “staee
loans.” The administration of these two
forms of aid is distinct, and the un-
tied project aid consumes much more
of Danida’s administrative resources per
kroner disbursed than the state loans.

One puiding principle of assistance
has beea poverty alleviation. For untied
agricultural project aid, this principle
has often been applied through the se-
lection of geographical arcas and target
groups in countries. For state loans, in-
tended to exporr Danish technology,
this principle has been applied through
the selection of countries, which must
be in the low-income category by UN
standards for per capita income.

Another guiding principle has been the
matching of resources in the Danish ccon-
omy with the composition of the aid
portfolio: that is, ty.ng. In Denmark, tying
is somewhat atypical in that it is supposed
to be used for items in which Denmark is
more or less competitive nternationally.
This poses some problems for portfolio
selection. Because the Danish cconomy is
small and its resource base differs from
that of recipient countrics, there are few
instances of direct compatibility between
the areas in which Denmark excels and in
which low-income recipients can clearly
benefit. State loans have penerally been
for state-of-the-art wechnology exports in
industry and agroindustry. Most of the
hardware and technical assistance under
untied project aid is also tied to Danish
suppliers.

Flows to Tanzania and Kenya

Tanzania and Kenya have been two of
Denmark’s four main recipients. Dis-

Millions of 1980 kroner

Disbursements to Kenya and Tanzania, 1962-84

3001~ leap
Kenya

Livestock

Other

™1 Tanzania

Tanzania

Kenya

1984

bursements to the two countries reveal
the evolving profle of therr aid relanion-
ship with Denmark (see the chare;. Unuil
the carly 1970y, both recerved much the
same emphasts m Danidi’s portlolio.
From 1973 on, Tanzania emerged as
favored, in sonse years recewving more
than twice as much ad as Kenya. In the
carly 1980s the large jump in Denmark’s
aid to Tanzania was counter to the al-
ready declining trend of most other ma-
jor donors. But more recently, Denmark
has also decreased s real aid disburse-
ments to Tanzama. Aid to Kenya has
shown a slower but steady increase n
real disbursements,

Aid to Agriculture

Agriculture, with a quarter or more of
the aid portfolio, has been the most
important sector o receive Danish aid
in Kenya and Tanzania over the past
two decades. Although Damida has tar-
peted a few main agricultural actviries
in cach country, its support for agricul-
ture has been diverse. Roughly 80 proj-
cets and programs cover a broad spec-
trum of crop and hivestock activities, as
well as various muldsectoral and -
frastructural activities closely related to
agriculture,

The composition of aid n the agricul-
tural sectors of the two countries reveals
some striking differences (see the chart).

Livestock activities account for more
than hall the wid to Kenya, but only
a tenth to Tanzania, Within livestock,
there is also a difference in functional
focus. By far the most funds in Kenya
have pone to agroprocessing (in the
Jdairy and meat industries), with sizable
amounts to promating smallholder pro-
duction and research, In Tanzania there
has also been some processing, mvest-
ment (again in dairy), but the more
important activity has been education,
specifically support for a veterinary fa-
culty at the agricultural university.

Crop acuvides clearly dominate the
Tanzanian portfolio, consuming well
over half the total. The functional orien-
tation of these and the nonspecific activ-
ities in the two countries is somewhat
similar, with substantial aid going to
Crop processing, (Sugar or grain), tinan-
ctal transfers (to the smallholders’ devel-
opment banks), administranon (prin-
cipally to the renowned Nordic Cooper-
ative Projeas), production (especially
nput supplyl, and education (support to
cach country’s principal agricultural fa-
culty). Tanzania also received a fair
amount ol support for crop-related re-
scarch through a Nordic project admin-
istered by Finland.

Behind these functional aggregates
lies another importane difference. The
far larger disbursements to Tanzanian
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crop and nonspecific activities mask the
fact that the Kenyan program has re-
quired much more regular on-the-
ground presence by Danida. Most of the
Tanzanian program came as “bulk wmd”
—larpe shipments of chemrcal inputs
and large checks 1o the rural develop-
ment bank. This pattern seems to have
arisen from a greater correspondence
between Tanzanian and Danesh objec-
tives aboeut target groups, which led o
greater confidence that Tanzamian al-
location procedures would he appro
prate.

On the whole, the successes have
been considerably more positive in Ken
ya than in Tanzania.

In Tanzmia the bookkeeper traming,
clement of the Nordic Cooperative Prop-
et is a cear contribution i an other-
wise lackloster pordono. Commaoduy
aid for chemical inputs and soap seems

to have been appropriate “oriss g
and has undoabredly had some shorn
term impact i stemmng, cconomie Je-
tertoration. And the new Cooperative
Project 18 set up o have a substannal
impact, which will diperd on the ont-
come of policy dehates the Fanzanan
government.

In Kenya the mulufacetea support
to the production, research, process-
ing, and marketmyg aspects of the dairy
sector mght top the fise. Bue the coftee
and prrethrum cooperatives have cer
tainly benehted as much as the dairy
cooperatives from the Nordie Project’s
strengthening of therr general manage
ment systems. Another comerstone has
been Danida’s support to the Coopiera-
tive Bank's saaff development and to the
strengthenmg, of s operananal proce
dures. While fertlizer aid to Kenva musi
also be reparded as a well-umed helping,
hand, area-specific projects tor soil and
water management may have a longer
term ampact. And the Rurat Access
Roads Program and the Rural Develop-
ment Fund have i diferent ways con-
tributed to the country's rural infra
structure.

There are several reasons for the dif-
ferent success rates, In Kenva's dain
sector, Damish mvestment i ik proc
essing came to fruttion because all the
other favorable features were alecady in
place. More generally, however, the sue-
cesses have related to an adequate as-
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sessment of the resource base i the
reciprent country. The more Liissez-faire
attitude to the preaise use of Danish
funds m Tanzama afso meant that cnn-
cal resouree assessments fell by the way-
side. Tn Kenya, the greater institunional
and resoneee assessment was o spillover
from the more crtical scrutimy ot the
feasibidiny of alleviaung poverty.

It s probable, however, that Danida
conld not nve successfully replicated
Tanzama the approach i cook i Kenva,
Fhe systenne sweakiesses i the Tanza-
man pobey and msntunonal environ-
et canonly be addressed more direct-
iv through pohicy conditionaliry, a task
tor which a sonall donor hke Danda iy

notwell cqupped.

Policy Conclusions

Danda has enpaped i four types of
resonrec transters, with mised results,

i he transfer of Damsh capieal
aaodsoniamly throwel state loans) has
beew least povnee. Onlv e the dain
provessing mmve dnients in KL‘H)‘A (I()L‘\
there appear o have been a clearly
positinve role far Damsh state-of-the-
art technolopy . Flsewhere, mvestments
have been taolty for one or more of
three reasons, Frest, they have been un-
siitedd o the demand conditions i the
countiy Qs tor stance e sheagher-
house myvestments 1 Kenya), Second,
they are oo sophacated o work welt
e the production Cavivaine i Supa
processiagoan Tanzanag. Third, they re-
gunie the appheavon of mappropriate
factor mtensiies i vew of the Lactor
propotticns i the redipient economy
fpram storage lacthtes m Kenya,

(2 Ve transfer of Danrb conmiods-
tes throneh puport support bas been
more positire even though Dennmark’s
speanthized produa nx docs not readhly
lend wselt 1o appropriate import sup-
port 1o developimg ccononnes, 1 prod-
uct identhication can be informed and
suttable distribunon chanaels found,
inpart support can be an extremely
helprul form of “crnisis ad.” This has
been demonstrated by the supphies of
chemscals to the soap indusery and of
tertthzers and pestiades o agricultural
producers m Tanzana, To increase the
potential of commodity aid, the study
recommends widening the basker of
commadities that can be provided--

T S R S AT A L BRI ST KOS SRR

both by allowing for the provision of
final (and not just meermediare} prod-
ucts and by relaning the restriction chat
the commaodities should be internation-
ally competitive.

(3 Ihe transfer of Danish “*know-
frow™ bus been an impaortant pert of the
aid portfolio, throngh the wmple provi-
ston of wechimaal assistanee in project
wads The effectiveness of such projects
has depended on the match between the
abilines of the Danish personnel and the
needs of the reapien: cconomy. In Ken-
va, Danish Iivestock spectahaes have con-
tributed to the daire subsector. By
contrast, the investments m veterimary
medicime edocanon m Fanzania seem
fraught wuli problems, becanse the live-
stock ecanomy there has a range of con-
strainis that do vot correspond 1o <he
trasnmg, of Davsh hivestock speaahists,

Prajects concerned with finanaial
maagement have also had importam
advisory components, Fere the success
of the eervention has nor depended so
much on the appropriateness of the skill
base (which has proven flexible) bug on
how appropriate such projpects were for
atzaming the desired objectuves. For in-
SEHICC, IRULECMCHT sSUPPOrt to cconom-
wally viable cooperatives has been ex-
tremely valuable, as has support to the
development of Kenya's cooperative
Banking system. Bue the vastous attempts
to allevite poverty by boosting the
CUOPERAIVES Th WCIR apaicuitiral arer,
have proven largely unsuccessful.

() There are questroms about Dani-
Jas wwell-established practice of trans-
fermng project responsibilities to UN
dagencies when i notn a position to
muster the required expertise domesti-
callv. Danmda will need to assess careful-
ly the capabifities of cach agency to take
on these tasks,

The MADIA study concludes that
making Danish aid w agriculture more
effective will require a beter At between
the resource base of the donor and the
needs of the recipient. This fit requires
a better identibication of demand, a real-
izanion that the donor’s resource base is
not fixed thut can be developed to re-
spond 1o the adenvlied needs), and a
restructuring of some ad to ensure bet-
ter delivery, Recommendations in cach
area are discussed in more detail in the
full report on the study.
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AGRICULTURAL

Food aid to developing countries ori-
ginates in food surpluses i developed
countries (and is additional to assistance
in other forms). Bur using today's large
surpluses to provide food aid is justified
only if it can be used o promote human-
itarian and developmental objectives in
the recipient countries. Attention here is
focused on a few salient resules from
case studies of four donors and four
recipients of food aid. The donors are
Canada, the United Stares, the World
Food Program, and the European Eco-
nomic Community. The recipients are
Kenya and Tanzania in East Africa and
Sencgal and Cameroon in West Africa.

Developing countries need food aid
to deal with such emergencies as
droughts. But they may also need food
aid when there is no emergency, just a
continuation of conspiring trends. First,
there may be a gap berween a country’s
needs and the aggregate supply of food
at some reasonable fevel of prices. Sec
ond, there may be an additional gap
between the minimum needs of poorer
people and the quantities of food they
can buy at those prices.,

The effective demand for food in de-
veloping countries grows because of the
growth of population and per capita in-
comes. Since the poor spend a large part
of additional income on food, the impact
of increases in per capita income tends to
be strong in developing countries, partic-
ularly if the distribution of income be-
comes more equitable, Given fragile soils,
traditional technologies, and other char-
acteristics, developing countries may not
be able to increase their production of
food fast enough to meet their growing
effective demand for food. The capacity
to bring in commercial imports to fll thix
gap may also be limited. Food aid helps
to fill the remaining gap. It also releases
foreign exchange for other important pur-
poses and helps to prevent increases in
domestic food prices. 1t thus provides an
important resource to promote develop-
ment and equity. (The foregoing relation-
ships hold in most developing countries.)

Demand-based Requirements

In a study of 87 developing countries,

DIVELOPMENT IN AFRICA
FOOD AID

1. Food Ald Requirements

1980 1985 1990
Kenya
Food zid requirements ('000 tonnes) 58 777 1,745
Population (millions) 16.8 206 254
Requirements per capita (kilograms) 34.5 377 68.7
Tanzania
Food aid requirements ('000 tonnes) 172 526 1,001
Population (millions) 18.9 225 27.0
Requirements per capita (kilograms) 9.1 234 37.1
Senegal
Food aid requirements ("000 tonnes) 0 78 348
Population {millions) 57 6.5 7.5
Requirements per capita (kilograms) 0 11.9 46.4
Cameroon
Food aid requirements (‘000 ronnes) 206 305 429
Population (millions) 8.6 9.7 11.1
Requirements per capita (kilograms) 24.0 314 38.9

ment Report, 1986.

Sources: Hannan Ezckicl, Medium-term Estimates of Food Aid Needs, Interna-
tional Food Policy Research Institute, April 1986; World Bank, World Develop-

future demand-based food aid require-
ments have been estimated by projecting
long-term trend rates of growth of per
capita gnp and food production (aceept-
ing medium-variant UN projections of
population and FAO cstimates of in-
come clasticities of the demand for
food and projecting average commer-
cial cereal imports for a base period
[1977-82] at the rate of growth of per
capita gnp). The estimates are subject to
differences i the reliability of the un-
derlying data in different countries and
uncertainties about how past trends are
likcly to continue, (See Table 1.)

The estimated growth in Kenya's
food aid requirements—from 58,000
tons in 1980 to 1.7 million tons in 1990
is faster than that in Tanzania’s-—from
172,000 tons to | million tons. This
difference is primarily due to differences
between the growrh rates of popalation
and per capita income in the two coun-
tries (Table 2). The projected popula-
tion growth rate of 4.3% a year for
Kenya is 16% higher than that for Tan-
zanta—23.7%. The rate of growrh of per
capita gnp of 2.1% for Kenya is 3.5

times ‘Tanzania’s rate of 0.6%. Kenya's
faster growth of estimated demand-
based food aid requirements thus re-
flects its success in achieving a much
higher rate of inceme growth and there-
fore in creating a much higher demand
for food than that of Tanzania. Kenya's
demand is also much higher than its
food production,

Implications for Development
Strategy

In countries with rapid population
growth and a large part of the population
dependent on agriculeure, an agriculture-
oriented and employment-oricnted devel-
opment strategy is needed to increase per
capita incomes at a reasonable pace. Since
the poor spend a large part of any addi-
tional income on food, the demand for
tood is likely to rise rapidly with such a
strategy. Even if domestic food produc-
uon also increases rapidly, the import gap
and the volume of fcod aid for market
sale that could be used to fill it would both
tend to be large.

Macrocconomic policies, administra-
tive systems, and institutional structures
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Soitrces: Same as for Table 1,

2. Average annual percentage grow!l rates

Population,
80-90
Kenya 4.3
Tanzania i
Senegal 2.7
Cameroon 2.6

Gnp per Major food crop
capita, production,
65-84 80-90

2.1 1.8
0.6 24
0.5 0.0
2.9 2.5

should all favor the broad-based rural
development that such a stratepy would
involve. But if the large volume of food
aid needed for that strategy is not forth-
coming, the pace of development could
be adversely affected.

The food-aid estimates suggest that
developments along these lines are al-
ready oceurring in Kenya and could be
pushed even further if additional food aid
were available. In this sense, Kenya could
absorb these added quantives of food aid.
Tanzania's slower growth would result in
a slower growth of demand for food. So,
it could not absorb as much food aid
through the market as Kenya.

Additional Need-Based
Requirements

The foregoing estimates of food aid
requirements are demand-based. They
do not cover additional need-based re-
quirements, for which there are no esti-
mates. Because the more rapid rise in
demand-based requirements in Kenya
than in Tanzania is due primarily to
Kenya’s much higher rate of growth in
per capita, it would be reasonable to
assume that the additional food require-
ments to meet the minimum nutritional
requirements of the poor arce likely to be
relatively smaller in Kenya than in Tan-
zania. So, if minimum nutritioaal re-
quiretnents are to be met, more feeding
and income transfer projects will be
needed in Tanzania than in Kenya,

feeding projects are difficult to orga-
nize and to target. When these projects
try to target individual family menmbers
considered to he particularly valnerable,
intrafamily adjustments in consumption
often defeat the purpose of targeting.
This problem suggests that what is
nceded is some way of increasing the
real incomes of poor families. In gen-
eral, incomes can best be increased by

employment programs, which tend 1o
be seli-targeting. Only the poor would
be willing to work as unskilled labor-
ers——usually on construction projects—
for low wages.

Employment-oriented  projects aimed
at mmmediatcly increasing the real in-
comes of poor fanulies can create assets
that in turn can 1aise levels of cmploy-
ment and income in the long run or add
to long-term social welfare. This rea-
soning justifies the adoption of an
employment-oriented rural infrastructure
program supported by food aid. Food aid
could cover the additional consumption
of workers resulting from the additional
income they carnn such projects. Work-
ers do need to buy other things and other
expenses have to be incurred on such
projects if they are to play a uscful long-
term role in the cconomy.

A survey of a small selection of Waorld
Food Program projects in Senegal and
Tanzania shows that food costs range
from 12% 1o 34% of the total costs of
projects. FHlow can the remaining costs of
projects be covered? One possible source
of finance is money generated from the
sale of the food provided as aid to meet
demand-based  requirements. Tanzania,
with smaller demand-based food aid re-
quirements would be able to generate less
funds than Kenya, though its need for
employment-oriented projects and the ur-
geney of the need for infrastructure are
both likely to be greater.

Food-Aid Strategy

Feeding programs and rural infra-
structure projects require a strong ad-
mimstrative and institutional structure,
The facr that Tanzania has not been
able to organize itself to achieve gnp per
capita growth of more than 0.6% a
ycar—under conditions that were gen-
erally more favorabie than those in Ken-

ya—suggests weaknesses in its admin-
istrative and institutional structure as
well as in its macroeconomic policies
and overall development strategy.

{t has been pointed out that Tanzania’s
purposeful dismantling of its historical
institutional base and its experimenting
with many new institutional arrange-
ments greatly destabilized the environ-
ment for smallholder production. The
greater need for feeding and rural
employment-oriented infrastructure
projects thus appears 16 coincide witn
greater weaknesses in a country’s capac-
ity s implement them. But sach capacity
need not remain weak. It can be strength-
ened and enlarged in the process of ime
plementing an appropriate program of
such projects, particularly of efforts 1o do
this are part of a wider cffore to aceeler-
ate cconomic development.

Rural mfrastructure s crucial in in-
creasing aggicultural output, employment,
and income. Infrastructure’s role in reduce-
ing costs of agricultural production is
particularly important when the prices of
imported food have fallen sharply and
may remain low for some ume. Food
aid-—hy supporting a program of rural
infrastructure and helping to build the
necessary stitutional structure and ad-
ministrative apparatus-—can play an im-
portant role in promoting development.

If the food aid needed to meet demand-
based requirements at any particular
growth rate is not made fully available
to a developing country, its development
could slow down. Morcover, a develop-
ing country could speed its development
through an employment-oriented strategy
and through improvements in macroeco-
nomic policies, administrative systems,
and institutions if it could obtain the
additional food aid rthat it would then
need. Suitable food-aid-supported rural
infrastructure projects could support such
a strategy. They could bring about ur-
gently needed improvements in nutrition
among vulnerable sections of the popula-
tion while helping to promote further
increases in income growth rates,

Developing countries thus need to de-
velop a food aid strategy as well as a
development strategy into which food
aid can be properly fitted. And donors
can use the food aid they provide to
support such a program as an important
way of promoting development in the
countrics they assist.
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Nairobi
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Key indicators

Population 1984 19.6 million
Gnp percapita 1984 $310
Arable land/rural population 0.92 ha
Average ODA per capita 1970-84  S18.78/yr
Total area  §83,000 sq km

Employment sharc in agriculture 1980 78%
11.5%

17.2%

Food imports/tatal imports 1984
Food iniports/total exports 1984
Real gdp groweh 1982-R4  3.7%
Real agricultural gdp growth 1982-84  4.4%
Life expectancy at birth 1984 (/m  56/52
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. HIGHLIGHTS

Kenya has done more than the oth-
cr MADIA countnies i reconaling
growth with equity -this, despite s
peneral mage as a capialint coantry
unconcerned with equity, T used the
base of mstitutions 10 mherited at inde-
pendence to broaden the benetits to 2
Lirge number of smaltholders,

With a peaceful transition of power
in 1979, Kenya has enjoyed a1 stable
political svutem since mdependence,
And unlike the other countiies, Kenva's
politicians have stanted agricultural pol
wies m favor of smallholders, (Rights 1o
fand and to prow export crops were i

the center of the independence strpgle).

Macroceconomic and Agricultural
Performance

o There has been a strong, mreraction
between agrnicultural prowth and pdp
growth. Gdp grew at the impressive rate
of 7.8% a vear unul abour 1973 aud
agricultural gdp at 4% Aleer the tira
oil shock, gdp grovn slowed 1o abaw
§% a vear and agriculture to 4. Kenva
maintained ity robust growth atrer the
sccond oil shock at about 4.3 4 vear
during 1979-81,

o Apnicuiture was at the center of that
overall performance. te did far beteer in

FROM KENYA

Renya (growmg 1.5% a year during
197981 than m Malawi (<3.9%) and
Tanvanu

(- 1.0%). Kenya also experi-
cnced greater external shocks from
terms o trade changes, higher interest
payments, and changes i import de-
mand.

© Land pressure is greater in Kenya
than i Tanzania, with 0.9 hectares per
rural mhabicane compared with 2.7 hee-
tires - Tanzania. Much of the popula-
ton and most of the gh-value, labor-
mtensne production s i or near the
former White Highlands, which receive
rehable rontalll Populanion pressure is
nevertheless mereasmg, in the less pro-
ductive semuarid arcas.

Policy Environment

Kenvi's success in agriculture is ex-
planed mamly by s penerally con-
ducive macracconomic and agricul-
wral pohaes. Tts exchange rate was
trequendy adjusted to avoid overvalua-
ton, frs mvestment rate was high and
relatnvely stable, nsing from 22% of g !p
m 196773 10 27% i 1979 (following
the coffee boomy and returning o 21%
m 1982,

Kemya's investment rate in agricul-
ture was similar to Malawi's but much

Agricuttural production +
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higher than Tanzania’s. Kenya invested
more of its revenue in transport than did
Tanzania, and its broad road network
has been critical for developig small-
holder cash crops.

* Kenya has a highly effectve system
of agricultural research for tew and cof-
fee—and more effective systems than its
neighbors for nput supphes, agricultur-
al extension, and marketing. Also im-
portant, the institutional environment
for crop production has been farrly
stable tn Kenva (more so than in Tan-
zania, which experimented with many
forms of rural mstitutions).

¢ Kenya's social spending has been
larger than Malawi’s and as a result of
the greater investment in primary and
sccondary cducation, the gap between
Kenya and the ccher countries i human
capital base has been widenmg,

* Also in sharp contrast 1o both Tan
zania and Malawi, Kenya passed on near-
nternational prices of tea and coffee o
smallholder producers. Fram 1970 1 1954
coffee producers recerved an average of
94% of the internanonal price, and tea
producers 80%, compared with 43% for
coffee i Tanzania and 25 for small-
holder tobacco in Malaw:,

Average annual percentage
growth in volume, 1970 -85
Export:
Coffee 3.8
Tea 7.5
Horticultural crops 12.7
Production
Coffee: smallholder 6.0
estate 1.0
Tea: smallhold.r 13.5
estaie 5.5
Sugar: smallholder 16.9
estate 3.3
Dairying: smallholder 8.5
large farm 0.0
Rice: smaltholder 2.8
Cotton: smallholder 49
Food
Maize production 3.9
~Purchases 2.4
-Sales 9.2
—~Net sales -6.8
Imports 6.4
Food aid 43.1
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Official development assistance and total recelpts net

ODA ODA
$100 F 1970-74 1960-84 Tola! O0A
: $900m
l:—; Other countries
nme sty
0 Jé mcl
1970 1977 1984
S50 |~ e
NS -
- "o \j e -t SN
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1970 1977 1984

Alvalues are in 1983 US dollars. ODA ts cificial concussional flows with at least o 25% giont elemant. TRM
Includes ODA, nonconcessional official fiows, and pivate tons-ctions

Source OECD. Gaographical Distnbution of Rnancial Flows 1o Devoioping Countrios.

World Bank Assistance

* The Bank has provided $2 bitlion in
comimitments to Kenya, of which a third
has pone 1o the agnculoural and rurat
sector i Y operations. After Robort
MeNamara's Nawobr speech in 1973,
the amount going to agriculture and
rural development increased sharply-
from $4¢ mthon i 1970- 74 1o $257
muthon m 1975 7y,

* Thacatter a combmanon of imac-
roccononue difficulues and problems m
project mplementanon led to the can-
cellation of a4 number of projects and a
shute of the Bank's focus froim project
fending to macrocconomic and sectaral
reform. The share somg to agricultare
declimed from 33° 0 197579 10 7%
in 1980--86.

* The project portfoho in the 19704
did nor adequately retlect the emphasis
of the Bank's cconomic and sector work,
nor was it based on a cearly artculared
strategy of agricultural development, It
mcluded wowide varnety of projects -
cudings gronp tarmang, large seale irni-
pation, sugar production, livestock,
tisherios, nteprated rural development,
semianid arca development, and so on.
Beeause of poor design, many did not
meet the poverty mandate and had ne-
sanve rates of return. Compare that
esperience with Bank-fnanced projects
for smallholders in tea and coffee and

for aprculural credit for smallholder
dareving, These have been clear suceess-
es, with ccononne rates of return rang-
e from 13 1o 40,

* The Bank had morcover, adopred a
policy of not inancing the expansion of
teaand cotlee production, but of assist-
g rea-producing conntries only with
the processmy and intensthicition of
tharr existing production. Paradoxical -
v, the Bank™s processimg projects played
an important positive role in expanding
the smallholder area under cultivation.
But smallholder yiclds did not mcrease
as the Bank had wished.

* Given Kenya's clear comparative
advantage inotea and coffee and the
povernments policy to expand  their
production {agamst Bank advice), the
Bank needs 1o reconsider s policy
stance on - the future development of
these Crops.,

* Given Kenya's penerally favorable
macrocconomic management, the focus
of the Bank's structural adjustment dia-
logue in the 19805 has been on liberaliz-
g markers retorming parastatals, im-
prm'ing fand tenure, slrcllglllt:nlng the
plannmg and budgetmg, capacity of the
Ministry of Agriculture, and mproving,
agricoltural rescarch, extension, and
credic system:. These offorts address
fundamental problems thar linnted the
stieeess of projects in the 19705,

I
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Lilongwe
.

Key indicators

Population 1984 6.8 millian

Gnp per capita 1984 $180

Arable land/rural population 0.59 ha
Average ODA per capita 1970-84  SIR7V/yr
Totalarea 118,000 sq km

Employment share in agniculture 1980 86%

Food imports/total imports 1984 14.4%
Food imports/total exports 1984 10.5%

Real gdp prowth 1982-84  4.6%
Reatagricultural gdp growth 1982-84 5.8%
Life expectancy at birth 1984 (f/m)  46/44

AGRICU!D I

HIGHLIGHTS FROM

UR AL 1)

AR VRPN SARAE PN & 1
CLOPMEN

MALAWI

''N AFRITCA

+ Malawi launched the strongest pur-
suit of growth of the MADIA countries
and, despite its poor resource base,
achieved the fastest growth in the
1970s. Malawi's performance neverthe-
less raises questions about tradeolts be-
tween growth and equity, for ats record
on equity is among the poorest of the
countrics in the study,

* Under the stable feadership of
President Banda, Malawi's impressive
growth in agriculture and trade has
come mainly from the estate sector,
which produces tobacer, tea, and sugar.
Smallholders participated litde i that
growth, a fact masked undil the end of
the 1970 because of Malawi's excellent
macrocconomic performance.

Macroceconomic and Agricultural
Performance

¢ Of the study's countries, Malawi
has the poorest resource base (next to
Senegal) and the lowest per capita in-
come. 1t is also the only Landlocked
country of the six. The recent closure of
the Neala and Beira ports in Mozam-
bique has increased Malawi's mternal
transport costs by $30 million, or 2% of
gdp. This problem is particularly press-
ing given the high share of trade in gdp,

V. D ST U
up from S0% n 1965 to about 60% in
1984,

* Before the first oil shock, Malawi®s
cconomy wis growing at 4.6% a year,
agriculture at 2,8% . After the shock, the
ceonomy and agriculture continued to
move more or less in step—a bit faseer
during 197478, at negative rates during
1979-81, and back roughly to their
rate before the first ol shock during
1982-86. About 85% of employment is
in agriculture, and about 90% of the
value of trade s from agriculture,

* Throughout the period, the pro-
ducnion of smallholders has been con-
stramed by the Lick of technical change.
About 90% ot smaltholders caltivate
Land by using hand hoces and traditional
varicties of seeds. The production
of most smallholder crops (cotton,
proundnuts, and rice) has declined.

Policy Environment

* Malawi has avoided an overval-
uated curreney vhrough regular adjust-
ments of the nominal exchange rate,
Morcover, Malawi has enjoyed fiscal
surpluses as a percentage of pdp, 2.4
pereent in 1967-73 and 0.7% during
1982--86. Inflation has also been declin-
ing, from 12.5% to S.4%.
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* The excellent macroeconomic per-
formance has been colored by the small
gains in social welfare. Malawi'. share
of social spending is lower than Kenya's
and Tanzania’s and has declined over
time. Malawi also has a very high infant
mortality rate, few physicians, a weak
record in education, and one of the
lowest life expectancies,

¢ Agricultural policies for land, ex-
port crops, and producer pricing have
created a dual agricultural sector—a
burgeoning cstate sector and a stag-
nant smallholder sector (with 1.1 mil-
lion houscholds).

« The management incfficiencies as-
sociated with the rapid growth of ¢s-
tates in the 1970s led to low yields and
poor debt repayment. They also led o
underused land: less than 20 percent of
the leaschold land is cultivated—this in
a country where land pressure has been
growing, particularly in the south,

* Malawi's institutions have, howey-
er, been gencerally well run, and many
well-trained Malawians have taken over

Average annual percentage
growth in volume,
1970-85
Exports
Tobacco: burley 14.1
Tobacco: flue-cured 9.2
Tea 5.2
Sugar 28.1
Groundnuts -13.2
Cotton -12.5
Production
Tea: estate 4.5
Tobacco
-Smaltholder 0.3
—Estate: burley 15.4
—Estate: flue-cured 10.4
Sugar: estate 14.7
Rice: smallholder -2.7
Groundnuts: smallholder -7.2
Cotton: smallholder 1.1
Food
Maize production 1.5
~Purchases 19.1
~Sales 23.7
—Net sales 4.6
Imports 31
Feod aid 28.6
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agricultural management and, increas-
ingly, policymaking. Nor has Malawi
suffered Kenya's and Tanzania's prob-
lems of time-consuming procedures,
failures to plan and implement, uncer-
tain umimg, poor performance by pro-
fesstonal staff, and day-to-day un-
dermimng of technical ministries for
political reasons. Malawi has also c¢s-
caped the shortages of foreign ex-
change, imported mputs, and spare
parts in the smallholder sector that have
plagued other countries.

* The macrocconomic reforms Mala-
wi has pursued in the course of structur-
al adjustment include a doubling of pro-
ducer prices for smallholder Crops, a
reduction in public expenditres, and
increased cffort at cost recovery, includ-
ing, the abolition of subsidies. There has
also been greater enuphasis on agricul-
tural rescarch and fertilizer use on
smallholder crops.

World Bank Assistance

* The Bank's lending to Malawi has
amounted to $660 million, of which
26% has gone to the agricultural and
rural scctor, Unlike in Kenya and Tan-
zania, where much Bank lending went
to agricultural parastatals for process-
ing, all of the Bank projects in Malawi
in the 1970s (involving $220 mil-
lion) were for smallholder produc-
tion through integrated rural develop-
ment and national agricultural projects,

But as in other African countries, these
projects suffered from technological op-
timism and depended on financial re-
sources and on planning and im-
plementing capacities well beyond
Malawi’s reach.

* The Bank and other donors, dis-
tracted by Malawi's growth, overlooked
the way smallholders were being discri-
minated against by land policies, pro-
ducer pricing, controlled licensing, and
limited access to credit. The competi-
tion between the estate and smallholder
sectors was not fully recognized by the
Bank undl the late 1970s, when Mala-
wi's macrocconomic difficulties and the
limited impact of Bank projects became
evident,

* Malawi's relatively favorable mac-
rocconomic and administrative environ-
ment may partly explain why seven
agricultural projects audited by Bank in
Malawi have all bad positive rates of
return. (In contrast, seven of ten projects
in Tanzania and three of seven in Kenya
had negative returns.)

* Through three structural adjust-
ment loans in the 1980s, the Bank has
focused on the reform of producer incen-
tives and on the diversification and ef-
ficieney of estte preduction, The Bank
also approved a fertilizer loan for the
smallholder scctor in 1983 and an agri-
cultural rescarch project 1in 1985, Both
are aimed at addressing technological
constraints in the smallholder sector.
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MANAGING

HIGHLIGHTS

Dar Es Salaam o

Key indicators

Papalation 1984 21.S million
Gnp per capita P984 5210

2.70ha
$23.55/yr

Arable land/rural population
Average ODA per capita 1970-H4
Total arca 945,000 8g km

Employment share in agricultare 1980 83%
Food imports/total imports 1984 0.2%
Food imports/total exports 1984 19.4%
Real gdp groweh 1982-84 1.1%
Real agricultural gdp growth 198284 1.B%

Life expectancy ac burth 1984 (f/m) - 53/50

AGRICULTUR AL

i Vvield

* Tanzania’s pursuit of cquty has been
the most vigorous of the six countries in
the MADIA study, Under the stable lead-
ership of Julivs Nycerere, Tanzania also
stressed traditional values more than maost
other developing countries.

* Widespread interest in Tanzania’s
approach was translated into aid. Tanza-
nia has reecived more aid than Kenya
and Malawi (o peak of $621 million in
1983). It has also received more aid per
person (335 in [981) and per dollar of
gdp (10% on average during 1970-84).

Agricultural Performance

¢ Tanzania's agriculture prew at 6% a
year in the 1960s as roads were built, the
cultivated arca was expanded, and mar-
keting systems were develaped for sisal,
cotton, cashews, wheat, and nice. But nt
has been stagnant since the carly 1970s,
Unlike most countries, Tanzania had its
share of agniculture increase (from 41%
of gdp in 196773 to 52% in 1982-84)
and its share of industry decrease (from
12% to 10%).

* The production of export crops (cot-
ton, sisal, and cashews) also retreated
because of the overvalued exchange rate,
Smaltholders responded to the declining
incentives for export crops by falling back
on more subsistence farming. But even

OPMENT

FROM_TANZANIA

IN AFRICA

traditional food crops did poorly. By the
end of the 1970s only a 1enth of the arca
under maize used improved seed, com-
pared with more than half in Kenya.

¢ Tanzania’s endowment in some
ways is less favorable than thar of its
neighbors, For oxample, it inherited
much poorer physical and institutional
infrastructure at independence than Ken-
va did, and that (along with the sparsely
distributed population) has made trans-
port costs high. But Tanzania has also
cnjoyed some advantages. Its (mostly
medivm quality) cultvable land of 2.7
hectares per rural inhabitanc is three time
the amount in Kenya and 4.5 times that
in Malawi.

Policy Environment

* The main causes of Tanzania's agri-
cultural decline have been its macroeco-
nomic and sectoral policies. The Basic
Industries Stratepy, adopted in 1975, di-
verted investments to the industrial sector,
whose share in the budget went up from
less than 10% to 24% in the second half
of the 19705 The share of agriculture,
meanwhile, declined from 36% to 11%.

¢ The centerpicee of government pol-
icy was villagization—moving some 10
to 13 mullion people into nuclear villages
between 1972 and 1975 and disrupting
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production patterns.

* Because of these policies, Tanzanian
agriculture continues to suffer from inad-
equate infrastructure—and one of the
lowest scares for miles of road per capi-
ta in Africa. Government spending on
transport decreased from 18% to 6% of
the budget between 1972 and 1983, far
lower than the shares i Kenya and Ma-
lawi (1% in 1983). Privatc trucking also
dwindled in the 1970s.

* The instability of agricultural mar-
keting policies has also hurt production,
In 1976 all the marketing cooperatives
were abolished and replaced by parasta-
tal crop authorities, and the prices of
marc than 1,000 goods were controlled.
After the parastatals incurred enormous
losses, cooperatives were reintroduced in
1982, and there was some privatization
of agricultural trade in 1985,

Tanzania has becn cushioned more
than Kenya and Malawi were from ex-
ternal shocks to term-of-tro fe changes,
oil price increases, higher interest pay-
ments, and declines in mmport demand,
It nevertheless suffered more from the
breakup of the East African community

Average annual percentage
growth in volume, 1970-85
Exports
Coffee 0.8
Cloves -2.7
Tobacco —4.7
Cotton -2.3
Sisal -5.9
Cashewnuts 6.8
Tea 1.9
Production
Coffee: smaltholder 2.3
Coffee: estate —4.1
Tea: smallholder 13.7
Tea: estate 1.0
Tobacco: smallholder —-4.8
Tobacco: estate -7.5
Sugar 0.8
Cotton: smallholder 1.6
Food
Maize production 2.1
~Purchases 1.1
~Sales 1.9
~Net sales 0.8
Imports 3.0
Food aid 23.5

Officlal development asslstance and total recelpts net

-
Pl
ror=r S

0 Lale

rd
-
-

OoDA oA
$100 — 1¥70-74 1980-84 Jotol OOA
bty r Pl e, 5900im
e . Ofher COUNITIE
n the sty
* Feovag
0
a 1970 1977 1984
$50 I~

SRlipan gt

-
p——— > -

L J

1970

1977 1984

Allvalues are In 1983 US doliors. ODA s official concassional ficws with at least a 25% grant element. IRN
includes ODA, nonconcessional officiol flowi, and privarte transaciions,

Source OECD. Geographical Distibution of inancial Flows to Navoloping Countries.

—piven s lack of aceess to transport

and research services.,

World Bank Assistance

¢ The Bank supported Tanzania's so-
cialist experiment in the 19705 with an
assistanee program that was one of s
largest per person. Although the Bank
expressed concern about the need to ex-
ploit the most obvious productive poten-
tial for maintaining agricultural growth,
it was for the most part uncritical of
Tanzania’s policies. Exeept for advocat-
ing moderation in the shift to industrial-
ization, the Bank was similarly uncritical
of the government's sectoral priorities.
Only in 1982 did the Bank recommend
that the comnutment o agriculture be
increased.

* From 1970 to 1984, the World Bank
was the second fargest donor (after Swe-
den) to Tanzania, with (mainly 1DA)
commitments to agriculture of $371 mil-
lion through 25 operations. The Bank's
lending to agriculture increased rapid-
ly after Robert MeNamaa's Nairobi
speech in 1973, But is commitment to
industry has also been extraordinarily
high (20% of the rotal), reinforcing Tan-
zania’s flawed industrialization policies
{In Kenya the share of Rark lending ro
industry was 1% and in Malawi §%.)

« Agricultural lending has gone main-
ly to regional integrated development
projects and to parastatals processing
export crops.

* The regional projects, providing
agricultural and social services to low-
income rural populations, were too com-
plex in design, and they overloaded Tan-
zania’s limited capacities in planning,
finance, and implementation, The par-
astatal projects, established o increase
processing capacity, failed to realize pos.
itive rates of return due to the decline in
export crop producion. (Of the study’s
countries, Tanzania has had the most
prujects with nogative rates of returns.)

* In 1982 the Bank approved an ex-
port rehabilitation ¢redit of $50 million
and financed an advisory group for a
program of structural adjustment. But
the government's proposed program fell
far short of the adjustment required. As
a result, Bank lending since 1982 has
included no projects in the rural-
agricultural sector and no structural ad-
justment loans. Instead, the Bank's focus
has been on transport and unhitics.

* The government has plans to halt
the practice of confining imported goods
to specific parastatals, adopt minimum
increases for producer prices, and further
liberalize the grain trade. In addition, it
has recently extended to some nonparas-
tatal organizations the power to export
crops and to impaort and distribute in-
puts. This prompted the Bank in No-
vember 1986 to approve an 1A credit of
US$S0 million and a special African Fa-
cility loan of $46 million for multisector
rehabilitation.
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MANAGING AGRICULTURAL DEVELOPMENT IN

HIGHLIGHTS FROM SENEGAL

AFRICA

Dakar

Key in-icators

Population 1984 6.4 million

Gnp percapita 1984 $1K0

Arable Land/rural population  2.81 ha
Average ODA percapita 1970-84 - $41/ys
Total Area 196,200 sg ki

Employment share sn agriculture 1980 77%
Food imports/total imports 1984 21.7%
Food impurts/total exports 1984 33.2%
Real gdp growth 19K2-84
Real agricultural gdp growth 1982-84  3.5%
4K/45

§.6%

Life expectancy at bisth (€/m)

* Senegal has had a stableand a dem-
ocratic political system, but it also fea-
tures a high degree of state control and
unstable agricultural institunions,

o Of the MADIA countries, it has the
least favorable natural resource endow-
meents and the mose external assistance
per capita. Vhe share of official develop-
ment assistance m government spending
averaged about 429 durmg 1970 -84,
nearly twice that in Canicroon (23%)

3

and Kenya (229%).

Macroeconomic and Agricultural
Performance

¢ Senegal’'s macrocconomie perfor-
mance has been poorer than that of the
other MADIA countries. Since 1960 the
growth of gdp has been slower than that
of the population, so real per capia
incomes have declined.

* The cconomy maintaimed a reason-
able balance between gdp and tonl
spending untl 1975, but then public and
private consumption rose wlhile pdp
stagnated or declined. Senegal’s savings
ratio has thus deteriorated and s low
relative to that of the other MADIA
countries. And after 1975 the povern-
ment used a major part of foragn bor-

rowings to support consumption rather
than investment,

* During 1970-84 agriculture grew at
only 0.5% a vear, but this poor perfor-
mance did not affect gdp groweh much
because agriculrure's share in gdp de-
clined from 24% in the carly 1960s to
1i% i the carly 1980s.

* Senegal’s export performance has
also been poor. Agricultural exports
dominate trade but their share in total
exports has been declining from about
70% n 1967-73 10 40% in 1984, Their
composinon has also changed. Ground-
nuts accounted for §3% m the carly
19705, but only 11% in 1986. In con-
trast, the share of fisheries has been
nising, reaching 25% in 1986,

¢ Stnce 1970 the country has had
cight droughes and five years of untime-
Iy, poorly distributed rainfall. Produc-
ton of the mam crops—groundnuts (the
major source of income for more than
2 mullion farm familics) and millet-
sorghums-—has been stagnant, That of
maize, cotton, and rice has been better,
but they occupy only 6% of the cultivat-
cd arceas.,

* The groundnut basin contains
about two-thirds of the population and
three-quarters of the cultivated area but
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has little surplus land. Farmers in the
Casamance and Eastern Sencgal main-
ly grow rainfed rice and cotton, while
thuse in the Fleuve egion grows ¢
and a few high-value crops, like tomato
and sugarcane. These regions have sub-
stantial surplus fand not yer under cul-
tvation, but salinity is a problem m the
Fleuve and Casamance regions,

Policy Environment

e Senepal's agricultural mstitutions
have been in Hux for 20 years. A new
agency was created n 1966 to replace
the onginal input distribunion agency,
and m 1971 it took over the export crop
marketing board as well It grew mto an
agricultural monopoly by the mid- 19708
and was finally hquidated m 1980, Yer
another agency was then estabhshed to
provide input distnibution services, but
1t too was dissolved in 1985,

* Adding to the confusion, a plethora
of rural development agencies were es-
tablished in the 1978 with the support
of donors. As the donors began to with-
draw their support around 1984, the
government instituted 1 phased pro-
gram to reduce the size and functions ot
these agencies.

* Donars have also pressed for hagh-
er producer prices for groundnuts and
cereals, tariffs on rice imports, the remo-
val of fertlizer subsidies, and the priva-

Average annual percentage
growth in volume, 1970-85
Exports

Groundnut oil (crude) 3.0
Groundnut cake 6.1
Groundnut oil {refined} 20.8
Shell groundnuts 8.1
Cotton n.a.
Production

Groundnuts 0.4
Cotton 6.8
Millet-Sorghum 0.2
Maize 5.6
Rice 1.3
Food

Rice imports 7.3
Wheat imports 0.5
Sugar imports -6.8

Official development assistance and total recelpts net

o ODA ODA
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tzation of mput distribution and mar-
heting,

World Bank Assistance

» Bank lending to Sencgal has
amounted o 8655 nullion, of which
abour 21 wene to agriculture and the
rural sector mthe farm of 14 loans and
credits tor projects, This lending also
mcludes two Toans and a credis worth
SE24 aullion i suppore of structural
adjustment s the carlv 19805,

o Apncoltural project lending in-
creased sharply bheoween 1974 and 1979,
when it was largely replaced by struc-
tural adjustment fending intended to nui-
teate Sencpal’s macrocconomic prob-
bons,

* The Bank has bad a three-pronged
stratepy for agoculture. First, ar has
three projeats i the groundnue basin to
merease the producnon of groundnuts
and sndletsorghums, maostly empha-
stzang agncultural credit and extension,
Second, 1t has five projects e Casa-
mance and Fastern Senegal for land set-
tlement and the development of upland
rice production, maree, millets, ground-
nuts, and cotton. Third, 1t1s supportng,
small-to-medime-scale srrigated rice
the Fleuve, In additnon, an agricultural
rescarch project was inanced in 1981,

e Projects an the groundnut basin
have had himited success due to
droughts, the lack of technology, and

other imstitutional and financial prob-
fems. (But groundnut production would
have been worse without them.)

* Bank projects for cotton and niaize
production have done well in Casam-
ance and Eastern Senegal, but those for
rainfed rice have not (rice production
- Casamance fell 2% o year during
1970-84). Cotton got off to a good start
with assistance from the French agency
for cotton rescarch, development, and
marketing in Afnica, which deserves
much of the credit.

* The small-scale irrigation projects
i the Fleuve have not performed well
due 1o design problems, salinity, and
poor maintenance. But unitke farmers in
the groundnut basim and Casamance,
those in the Fleuve have already adopt-
ed modern rice technology. Yields per
hectare are five tons in Senepal com-
pared with three tons in the Punjab in
India.

* Under the first stractural adjust-
ment program, the government made
progress 1 meeting the targets for pub-
lic savings, external debt, and the fi-
nances of parastatal orgamzations. But
the second tranche of this loan was
canceled due to slow progress. A second
structural adjustment program was ap-
proved i 1985 with goals similar to
those of the first, but with a longer
perspective,
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Key indicators

Pupulanion 1984 9.9 nullion
Gap pee capita 1984 SN0
Arable land/rural populanion - 2.63 ha
Average ODA per capita 1970-84 - $22.00°yr
Totalarca 475,40 vy km

Employment share i agriculture 1980 3%
Food importstotalimparts 1984 12%
Foud unpare/tatal exports 1984 15.8%
Real gdp growth 1982 84 §.2%

Real agncaltural gdp growth 1982- 84 -1.6%

Life expectancy atbeeth (£/m) 1984 56753

o Camcroon managed 1ts transition
from an agncultural cconomy to one in
which oil plays a signihcant role with
few disruptive shocks, Unlike Nigeria, 1t
has enjoyed a sustained perniod of polit-
ical, ccononne, and social stability, And
despite the oil boom, 1its agncultural
palicies have also been more stable and
predictable.

» Agnculture has been important
Cameroon’s ccononne development, ac-
counting for 33% of gdp, 84% of ¢m-
ployment, and §7% of export carnings
during 1974-78. Smce the ol boom m
1978 the importance of agnculture has
diminsshed, but i sull accounes tor 23%
of pdp, 74% of employment, and 27%
of export carmings.

» With oil revenues expecred to de-
chine i the intermediate future, Camer-
oon's prospects will depend more on the
pertormance of agncultore, which m
turn wall depend on smaltholder agncul-
ture. Compared with other countries in
Africa, Cameroon has been late in ad-
dressing smaltholder tssues and develop-
g smaltholder programs,

Agricultural Performance

¢« Among the countries i the study,

Cameroon s in the middle inits agricul-

tLOPMIE N
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IN AFRICA

tural performance. Cameroon's public
mvestment in the agricultural sector has
strongly favored estates over smallhold-
ers. who account for 93% of agriculeur-
al output.

* Of the nvestments in crop devel-
opment under the second, third, and
fourth plans, well over half was allocar-
ed to the estate sector (72%, 52%, and
62°). Price regulations have also been
targeied manly toward the traded crops
{cocoa, colfee, cotton, and rubber on the
export side; rice and 5 alm oil on the
mmport side). This has left traditional
food crops 1o evolve with few invest-
ments and price controls. And due to a
growmg cffecoive demand for food and
changes i relauve profitability, food-
crops have fared better than export
Crops.

* Among the export craps, cotton has
fared well, with its production grow-
g at an average annual rare of 8.3%
durmg, 1971-85. But this growth has
merely made it possible to return to
the 1960s levels of cotton production.
Much of the regained ground is due to
the high quality of rescarch and reli-
ability of extension credit and input
supply services. During 1971-78 the
arca planted in cotton was halved, as
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technological improvements doubled
yields. Increases in production during
1978-85 can be attributed to increases
in the area of cotton planting,.

* Cocoa production has boon stag-
nant, though there were some years of
sporadic increases and others of sharp
decrcases. The major problems are ag-
ing trees, blackpod discase, unreliable
input supplics, high labor costs, poor
farming practices, and an inadequate
plantmg program. Comparvisons with
the Ivory Coast, which has been suceess-

tul with cocoa, show that he

mam
difference between the two countries 1s
in the government’s commitment to co-
coa development.

+ Coffee producuon ncreased only
L7% a year during 197 1-85. The grow-
ing output ol robusta offset dechines i
the output of arabica, under compet-

Officlal development assistance and total recsipts net
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ton from maize. Arabica vields, about
half of those in Kenya, have been drop-
ping steadily as o result ot a falure to
replace aging plantations, the emphasis
on food crop producoon, the lack of an

Average annnal percentage
growth in volume,
1971-84/85
Exports
Smallholder crops
Cocoa 0.4
Coffee (robusea) 3.2
Coffee (arabica) 0.3
Cotton 4.6
Estate
Rubber -5.9
Palm oil 6.6
Production
Smallholder crops
Cocoa 0.2
Coffee (robusta) 3.2
Coffee (arabica) -3.1
Cotton 8.3
Estate crops
Rubber 27
Palm ol 4.2
F()()d
Production
Maize 4.1
Millet & sorghum 1.3
Rice 16.5
Imports 6.1
Aid 4.1

cHectve discase control program, and
mcthacnaes assocated with ferulizer
dehivery systems, Inaddinion, the tax on
coftee m Cameraon s hgh.

* Rice producaon has been growing
16.5"% a vear due o the excellent wech-
ntcal assistance extended o the paddy
farmers. Technically, nice production m
Cameroon has been officient, and the
viclds are pood. Bur the economics of
rice culuvanon have been questionable
due to low mternanonal prices.

» Muaize has been prowing steadily at
1% avear I price morelauon o
cottee, lower labor requirements, and
gh viclds i the voleame aceas where
coffee v radinonally grown make 1t
more attractive to culovate than coffee.

World Bank Assistance

o Much ot the Bank’s carly lending,
financed projects mthe estate sector
fpalin ol and robbery. The Bank's carly
ceonomic and seator reports, however,
stressed the impartance of smallholder
development to Camerooman agricnl-
ture and highlghted che major con-
stranes on agneulral production. To
deat with these constraints, the Bank
recommended e 1974 that its imvest-
ment program focus almost exclusively
on the smallholder sector,

« Of the Bank’s lending of $1 bil-
lion to Cameroon, loans to agniculture
amounted to $395 million for 23 proj-
ccts. Of this amount, 22% went to the
estate sector, 40% to smalltholders, 23%
to projects involving both cestates and
snallholders (much of 1t 1o the estate
sector), and 15% to smaltholder-orient-
ed projects in livestock, forestry, and
rescarch,

« The most successful Bank-financed
projects are those in cotton cultivation,
Other projects have either been techni-
cally or cconomically Jess suc-essful.
And along with other donors, the
Bank's project lending reinforeed the
role of development companies, thereby
continuing the cleavage in responstbili-
ties berween the Muistry of Agriculture
and the numerous development com-
panics,

* Recently, the Bank’s economic re-
ports have once again highlighted the
growing importance of the agricultural
sector, and s project lending has in-
volved investment o agriculure re-
scarch, The P
straned, however, by the government’s
desire to receve IDA rather than IBRD
finances for agriculture and its reluct-
ance to change radically its policie, and
institutions,

s dialogue is con-
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HIGHLIGHTS FROM N IGERIA

Key indicators

Population 1984  96.5 million

Gnp per capita 1984  $730

Arable land/rural population  0.47 ha
Average ODA per capita 1970-84  $1.50/yr
Total area 924,000 sqkm

Employment sharc in agriculture 1980  54%

Food imports/total imparts 1984 18.9%
Food imports/total cxports 1984 14.1%

Real gdp growth 1982-84 -3.1%
Real agriculural gdp growth 1982-84 1.5%
Life expectancy at birth 1984 (f/in)  51/48

« Three things distinguish Nigeria,
the largest Sub-Saharan African country
in gdp and population, from the hve
other countries in the MADIA study.
The first is the sharp decline in the share
of agriculzure in gdp, due o the oil
boom. The second is its political inst-
ability and the structure of government,
whereby the states retain primary re-
sponsibility for agriculture. The thrd is
the dominant role of the World Bank 1
assistance to the country's agriculture,

* Between 1965 and 1985 Nigeria had
six coups, four years of civihan rale, and
two-and-a-half years of civil war. Such
frequent political changes, and the asso-
ciated administrative changes, have dis-
rupted agricultural policy and programs
and deprived policymakers ol the poss-
hilities of learning-by-doing.

Macroeconomic and Agricultural
Peiformance

« Agriculture’s share i Nigenia's gdp
fell from about 60% 1 the carly 19605
to less than 25% in the carly 1980« Tty
share of employment fell less, from 754
to 55%.
marked shift in cconomic strocture was
the oil boom of the 1970s,

« Nigeria's oil boom affecred the

Largely accounting for this

structure of trade, The share of exports
in tradable output rose from 32% in the
carly 1960s 10 73% in the carly 1980s,
But agriculture’s share in merchandise
exports fell from 81% 1o 3%, while
imports of major commaodities increased
sharply. Nigeria®s oil boom also les-
sened the political will to rehabilitate
and replant trees crops.

* Government spending, having in-
creased 15 ames in the 19708, accounted
for 30% of pdp m 1980, Agriculture
received only about 3% of the increased
spending.

« The performance of both food and
1970s
than in the 19605 (but a big improvement
is reported after 1983). The production
of most food crops stagnated or grew

export crops was poorer in the

moderately, while that of most export
crops {cocoa, groundnuts, catton, and
rubber) declined. Only for maize and rice
was there appreciable growth, and even
that was from a low base.

Policy Environment

¢« Because of the changing prioritics
of successive regimes and the oil boom's
Nigeria's
agricultural policies lacked continuity

weakening of political will,

and stabihity.

500~

Agilcultural production 1070

100

orray P e ng

————— Costn ) RV

R T A Ry
veeres ve Nlonges 1
[ LR ALy

Seasdoctton 111

— o S, T

1965

Sourcu LIS Doyadimont of Agnc utture

1985



http:dolinl.nt

CARDY SRR SRR AN LY SISV DT EAL PR ATHRINASE T WAL Ll vy ATUTL By P AL ke S 4 DERDRLE kL N NET! ST CCDA N6l

* True, the marketing boards were -
reformed. the Nigerian Agricultural Official clevelopment asslstance and total recelpts net
Bank was established, and grear empha-

s was placed nereasiog food vro " oA o
sis was placed on increasing, food pro- 100 (- 1970 24 1060 84 tor0 ODA

ction attatning selt- eney ' ' A oNrge
duum(n and ttaining selt-suthciene n - cmerccuntin
food in the 19705, Bt the policy in nRON
struments were cconomically  dubious /\// ~—
{large-scale nmechanized farms and ieri-

1 v ! ! ‘gm.&-
gation schemes), unsustamabie (Opera- [ et o e
s \ " 970 1977 1984
tion Feed the Nation), or changed too

¥ [ % —
frequently and starved of funds (the 580
national research system).

» In the carly 1980 the Nigenan L
fourth plan pur greater comphasie on L
smallholders, along the hines of ihe Py \
Bank’s agricultural development prog- e ~ __M......../"‘/ \
ects, In practice, however, the Larpe er- ! ---.......:k —— é o i )

. 0 elermnm mmn B S A B R e mara S e s e ke v 8

TS
gation schemes recened relanvely e 1970 1977 1954
funding.

« Macrocconomi p()[hflvs abvo ad- Advdiuss aroin 1E83 U dolian O0s ofticlal concassional o vath at lcast @ 254 grant eiwim.ont, T

. aiudos GOA, nreoncession st cAAciol hows, and divano hianwsctoes.
versely affected the scrocture of aprcal-
r . , i S SECD Gooyoponsal Lsmin ks of Ananckal Flows 10 Dovesping Conuniis,
tural inceneives, and the prowth of s !
i oo s s 4 o e €35 5 5 e e e A A 5. 3 T 2 080 o ek kAT

cultural exports. The overvalued nara
and the resulting, waye eecalanons creat
ed a double squecie on agncaliurd on-
potts—low real producer, prices and
high real wage costs,

* Since 1985 the exchange rawe has
been moved closer to the ket rate,
the commodity boasds have been abl
ished, and the fernhizcer subsidies hove
begun to be phased one In addinen,
negottations are 1 propress tor debst
rescheduling. These changes, topether

Average annual perceni I
growth in volume |
Production 1970-83
FAO USDA
Miller 0.4 0.4
Sorghum 0.1 0.6 |
Yams 1.9 22,
Cassava 1.3 1.9
Maize 6.1 4.0
Rice 10.5 10.1
Pulses 4.7 1.0
Cocoa -4.9 -5.3
Groundnues 3.2 2.2 ‘
Cotton 6.1 4.8
Imports 1975--84
Wheat 15.2
Rice 16.7
Maize 18.3
All grains 18.9
Sugar 20.0
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World Bank Assiscance

+ the fank, s the ondy major donor
te Npena s acultare, focused s as-
sistance on conntering, the effects of the
ath b onagnaeltare, Pl as lending,
of 829 bhon was tor Jp_ruulmux annd
mast of 10w as toi arop producnon. In
Ocober Piag the Bank approved arrade
policy wetora loan of $452 authon,

» Dde derdme was fer agricalore
and rural development before 1974,
But aiter Robere MeNamara™s Narob
speecie the share o apriculoaral and
ral development rose to more than
a0y aver the rest of the 19705 and into
dhie 19805 itar more than the typical
share of about 25" fer most ather
cominesis Phe greater pare of dus e
creased tnnding went o the produciion
ol focd and anmoal crops,

< Ot the commuments of S Bilhon
woi azacudture and raral development,
thout two-thirds (6690 were for aprn-
cultural development projeces centerning

-ty
T

on dood aod aonaal crops, and
were for fernlizer imports, mamly i
support ol food and annual crops. Only
97 o the coommitments went for tree

crop- and only % for Bivestack and

torestry, There voas no endig for agri-
cultural research or for farm credit.

o The Bank's dhree maim contnbu-
vons to Nigernan agricoliure have been
1) the conmvanty and stabiliy of s
mvestinents ard policy, 2) the direction
of funds to smaltholder ageeculture, and
U e rranster of small scale rrigation
technology from Sowth Asia.

* In contrast to the Nigerian push for
Lirge mechanized farms and irrigation
sehemes i the 1970s, the Bank intiated
s apricalteral development projects in
the nordh by integrating extension, rur-
ab roads, and mput supply systems for
smallholders. The demand for these
projects grow because the firse three
ruised aricultural ontpur. Bur later
such projects have been less suceessful
omcreasing crop ouwrput, because of
funding shoreages, madequate research,
and weak price suppons,

* The Bank's recent efforts have fo-
cused on structural adjustments through
reformuing trade policy, removing, ferril-
izer subsidies, and makmg fertilizer and
other operations commercial, And with
many pohey distortions now being, te-
moved, the Bank is focusing on export
promotion by fimancing cocoa and palm

oil projects.
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