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I. Opening Ceremonies
 

Welcoming Remarks 
B. M. Ndisale, Principal Secretary, Ministry of 

Agriculture, Malawi 


It gives me great pleasure to welcome to Malawi 
all participants in the Eleventh Conference on 
Housing and Urban Development in Africa. 
Malawi is honored to have been chosen as the 
venue for this conference, whose theme is agri-
cultural grovth and market town development, 

This year's conference theme is of vital signifi-
cance to our cOuntry, which places a heavy em
phasis on agriculture for economic develop
ient. The government of Malawi also realizes 

the importance of secondary center develop
ment as a means of striking a balance between 
rural and u1rban development. I hope that at the 
end of this conference all participants will come 
away with new ideas on the interlinkages of 
these i vo issues. 

I wish all of you a pleasant stay iii our country 
and f'uitful and beneficial discussions. 

Welcoming Remarks 
Peter M. Kimm, Director, Office of Housing and 
Urban Programs, U.S. Agency for International 
Development 

Since 1974. the Office of lfousing and Urban
 
Programs of' the U.S. 
 Agency f'or International 
Development has been organizing conferences 
on sheller and urbanization i3sues. We are par
ticularly pleased to co-host this eleventh con
ference with the Republic of Malawi, a country
which is strategically located in a region of 
Africa experiencing rapid Urban growth. 

Opening Ceremonies 

This conference is historic, as it is the first time 
agriculturalists and urban planners have come 
together to discuss ways of stimulating growth 
and developing market towns. 

We have distinguished representatives from 18countries and various multinational donor or
ganizations attending this ground-breaking con
ference. The task at hand is indeed challenging. 

I extend a warm welcome to all and wish you
well in your endeavor to Focus on innovative ap
proaches to agricultural growth and markettown development. 

Mayor M. S. Msosa welcomes delegates to the city of
 
Lilongwe during the conference's opening ceremonies,
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Official Opening Address 
M. M. Mwokikungo, Minister of Local Government, 
Molowi
 

It is a privilege and an honor to be here this 
evening to officially open the Eleventh Confer-
ence on Housing and Urban Development in 
Africa on behalf of His Excellency, the Life
President. Ngwazi H. Kamuzu IBanda. Malawi ishrsiynored to1.hae Bnda.hosen as hhighly honored to have been chosen as the 

venue of this important conference. I would like 
to take this opportunity to welcome you all. 

The theme of this year's conference is agricul-
tural growth and market town development, 
This theme is of great relevance to Malawi, 
whose mainstay of economic development is 
agriculture, 

At this moment in time, I would like to pay 
tribute to the dynamic, pragmatic, and fore-
sighted leadership of His Excellency, the Life 
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President, for creating the atmosphere of unity, 
peace, and tranquility prevailing in this coun
try, which are prerequisites for any meaningful 
development. 

The Life President, recognizing that this coun
try has no significant mineral endowments, butthat it is olessed with rich agricultural soils,
prudetlysmaped ot ragiela deter
prudently mapped out strategies and deter

mined priorities in an effort to wrestle with the 
socioeconomic problems that beset this coun
try in the wake of colonial maladministration. 
Agriculture schemes covering the whole coun
try according to the circumstances favorable to 
a particular crop or crops were therefore ush
ered in by the Malawi government through 
agricultural development divisions instituted 
throughout the country. These have buttressed 
the key agriculture sector upon which revolves 
the economy of this country. Hence, the whole 
economic infrastructure is now serving all the 
rural population and the entire nation. 

The Life President has from time to time empha
sized the importance of agriculture to his people 
in this country. And the people have listened to 
his appeal for hard work in the fields and have 
diversified the growing of crops for food and 
surplus for sale. It is, indeed, the policy of the 
Malawi government that the people of this 
country must have the three basic needs: enough 
food to eat, decent clothes to wear, and better 
houses to live in that do not leak when it rains. 
While you are in this country, you will learn of 
the many agricultural endeavors the country 
has embarked on. 

I~George Trail, U.S. ambassador to Malawi, addresses dele
gates during the conference's opening ceremonies. Henoted that Malawi's "realistic and pragmatic approach to 
development" includes policies and programs that "di
rectly address the ccnstraints and bottlenecks which inhibit 
agricultural growth, employment generation, and well
planned market town and urban development" andurged
participants to build "a solid partnership among govern
ments, the donor community, and the private sector." 

Proceedings 2 



ELEVENTH CONFERTENCE ON HOUSING AND 

' . URB4N DERIELOPMENT IN AFRIC4 

L IL ONG WE. Al4 L 14 W/ 

V"".:V 
i i 

- ft .. , +
 

. ;+ - +e- t W 

, i%I.,hwakikunga Malawi's minister of local government, presents the conference's official opening address. Seated athis righths conference co host B M Ndisale.prIncioal secretary ot Malawi's Ministry of Agriculture. At his left is conferenceco-host Petor Kimm. directorof the US Agency for International Development's Office of Housing and Urban Programs. 

Malavi also realiz s the iliportlance of involvc- Centres Project. These secondary centers have
lilent by the ]r iral pO)ulation ill all its develop- acted as a c'tishion against rlu;-al-tirban migra-
Illeiil enldeavors. Over 80 percent of the eotn- tion. Malawi is doing its best to slow ruralt's p)p1lItion is in it1i al a-reas. It is or this u rlan migration by providing the necessary
'Tasoil that Ma lawi has laid great emp]hasis on ini rastrtc t tire in rtiral areas. Time permitting.
rutiral developientii uncr the National Rural I enco-lrage you to see soie of our c'entersI)eve'pl) ]mt IProgra allieI11 1cRur l G rowth Linder the Rural Growth Centres Pro.ect. 
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I understand this year's conference will exam-
ine several issues, including 

• 	 the critical pubiic sector services required to 
support urban/rural development, 

• 	 constraints to growth in the urban and agri-
cultural sectors, 

* 	 whether urbanization stimulates or retards 
agricultural productivity, and 

" how market towns can be created. 

It is my sincere hope that you will find the 
facilities placed at your disposal adequate and 
thus providingan atmosphere that is conducive 
to stimulating and fruitful deliberations. 

In conclusion, Iwish to extend my sincere grati
tude to the U.S. Agency for International Devel
opment and its Rural Housing and Urban De
,elopmcnt Office for East and Southern Africa 
for sponsoring this conference ana for their 
tireless efforts in organizing this annual evnt. 

Ww 
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Once again. I would like to welcome you all to 
this conference and to Malawi, "thewarm heart 
ofAfrica." I am certain that you will not only find 
it stimulating and informative, but a pleasurable and memorable experience to be here with 

us. Lilongwe is our pride, and we hope you will 
find it interesting. Lake Malawi, with its fresh 
waters and renowned chambo fish, is not very 
far from here either. Please enjoy yourselves. 

Charles E.Gladson, the U.S. Agency for International Devel
opment's assistant administrator for Africa, addresses conference delegates during the opening ceremonies. "Find
ing solutions to many development problems demands 
attention to the crucial linkages between urban centers
and rural areas,"he said. He called upon conference delegates to explore "ways in which these linkages can be 
strengthened and deepened to support national develop
ment throughout Africa," 
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II. Keynote Presentations
 

Summary of Keynote 
Presentations and Re-
marks by Commentators 
Keynote presentations were made by two ex-
perts on agricultural growth and market town 
development, Dennis A. Rondinelli of the Re-
search Triangle Institute and Uma Lele of the 
World Bank, both located in the United States. 
Delegates from five countries commented on 
the keynote speeches: Patrick K. Balopi. minis
ter ofBotswana's Ministry of Local Government 
and Lands: Robbie Matongo Mupawose. direc-
tor of Zimbabwe Leaf Tobacco: J. R. N. Mlia, 
head of the Department of Geography and Land 
Planning at the University of Malawi: Nyaga
Kamundi. town clerk of the Meru Municipal
Council in Kenya; and Avrom Bendavid-Val, co-
ordinator for rural-urban exchange at Clark 
University in the United States. 

The main points raised by the keynote speakers
and commentators are as Follows: 

There is a strong need for governments and 
donors to pay considerable attention to both
the urban and agricultural sectors. Although 
Africa is now the least urbanized region in 
the world, its rate ofurban population growih
is the highest. By the year 2000, more than 
340 million people. orabout 42 percent of the 
populalion. vill live in towns and cities. Ap-
proximately 60 cities will have more than one 
mill'on inhabitants. On average, agriculture
contributes 40 percent to gross domestic 
product and engages 75 percent of the labor
force. Many sudies have shown that the cx-
pansion ofprivate enterprise in market towns 
is essential for developing agriculture and for 

Keynote Presentations 

generating off-farm employment. Rural en
terprises now provide a primary source of 
employment for between 25 and 33 1percent
of the rural labor force in developing coun
tries. 

As agricultural productivity increases andfarmingbecomes more commercialized, farm
ing depends more heavily upon imports to 
the legion (such as pesticides, implements,
and transportation equipment) that are 
produced in cities and distributed in rural 
regions through market towns. 

Rising incomes from increased agricultural
production create demand for a wider range
ofconsurergoods than can be produced in, 
or distributed through, towns. 

* 	 The ability of towns and cities to perform
important functions in rural and agricul
tural development depends heavily upon the 
diversity and quality of their infrastructure 
and services; the planning, management, 

and financial capability of local governments; 
and the strength of private enterprise to 
provide necessary services and productive
activities. 

Macroeconomic refo-ms, including producer 
price and exchange rate liberalization, will 
stimulate African agriculttre. Action will be 
reuired on nonprice zctors to complement 
these reforms. There is abundant empirical 
evidence to su arkestthat investment in trans
portation and market town infrastructure 
helps to develop the markets needed to pro
mote efficient agriculture by improving fa
tor mobility and market information and by
reducing transportation costs. 

e 	 Urban dwellers and farmers are linked by
flows of credit. According to World Bank 
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studies, only Africa's larger farmers have 
tended to benefit from institutional credit: 
small farmers have had to depend upon 
urban remittances. Agriculture has per-
formed best in countri' s that have given 
small farmers good access to credit and land, 
Where such policies have been pursued, 
market towns have grown rapidly. 

Although it is clear that policies and pro-
grams for developing market towns and 
strengthening rural-urban marketing link-
ages will stimulate agricultural development 

Delegates to the confer
encebecome acquainted 
atan eveing reception, 

and guide urbanization in mutually benefi
cial ways, more research is needed into the 
most effective means. This research should 
focus on comparisons of organizational struc
,ures for decentralizing financial and man
, Tement responsibilities to municipal gov
,':qments, effective ways to generate local 
rc ,enues, and assessments of the sitructure 
and performance of critical agricultural 
marketing subsystems linked to market 
towns. 
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Market Towns and Urban-
Rural Linkages 
Dennis A.Rondinelli, Senior Policy Analyst, Office of 
International Programs, Research Triangle Institute, 
USA 

Market towns and cities in Africa play crucial 
roles in agricultural production, food distribu-
tion, and marketing. TI'hey are likely to become 
even more important over the next two decades 
as Africa goes through profound changes of 
rapid urbanization and agricultural transfor-
mation. But international assistance organiza-
tions have not fully recognized the crucial roles 
that towns and cities play in agricultural and 
rural development. Nor are government inest.. 
ments in urban services and infrastructure or 
programs Ior private sector expansion designedto stinnilate and st rengt hen the economic and 
tosimuatelnestrenten turbanocand

physical linkages between urban and rural 

The rapid urbanization now taking place in 
Africa will influence the demand for food and 
the composition of agricultural production for 
the next quarter of a century. African govern-
ments and international assistance organiza-
tions must recognize five basic points if they are 
to adjust their development policies and pro-

Towns and cities in Africa structure the 
marketing network through which agricul-
tural commodities are collected, exchanged, 
and redistributed. Agricultural goods that 
arc 
not retained for household consumption 
or traded in rural periodic markets move 
through a complex network of public and 
priate enterrises in villages, market towns, 
seconday cities, and metrop~olitan areas. 

" Without this network of towns and cities, 
agricultural trade is usually restricted to 
periodic markets in which subsistence farm-
ers exchange goods among themselves or 
with intermediaries. The incentives ,or in-
creasing production that come with the abil-
ity (,f farmers to market their goods competi-
tively is lost. In such circumstances, agricul-
ture does not easily expand beyond subsis-
fence production. 
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• As agricultural productivity increases and 
farming becomes more commercialized, it 
depends more heavily on inputs such as fer
tilizers, pesticides, farm implements, irriga
tion equipment, storage and refrigeration fa
cilities, and transportation equipment that 
are produced in cities and distributed in 
rural regions through market towns and 
small urban centers. 
Rising incomes from increased agricultural 
rsin crea sed or a
 
production create internal demand for awide range ofhousehold and consumer goods 
that can be produced in market towns andsmall cities or distributed through them.
Without access to the goods and services 
that market towns and cities can provide, 
thi e is little incentive for farmers to increase 
their output and raise their incomes and 
little opportunity to improve their living con
ditions. 
The ability of towns and cities to perform 

important functions in rural and agricultural development depends heavily on the
diversity and quality of their infrastructure 
and facilities; the planning, management. 
and financial capacities of their local govern
ments; and the strength of private enter
prises to provide necessary services and pro
ductive activities. 

Market towns and small cities in many parts of 
Africa are already playing a crucial role in 
providing the services, infrastructure, and utili

ties necessary to support small- and medium
scale enterprises that generate off-farm em
ployment. Many African towns and cities act as 
centers of innovation diffusion for new agricul
tural information essential to increase produc
tion (Rondinelli 1983). Many rural nonfarm 
enterprises-raw material processing, manu
facturing, construction. transportation, retail
ing, wholesale trading, and personal and finan
cial services-are also located in African towns 
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and cities, serving both urban residents and 
people from surrounding rural areas (Obudho 
1983). 

In the future, if towns and cities are to play a 
stronger role in expanding off-farm employ-
ment opportunities, facilitating agricultural 
development, providing employment, and offer-
ing the conditions necessary for private enter-
prise expansion, international assistance or-
ganizations and national governments will have 
to give much more attention to improving their 
physical infrastructure and public services, 
Investments in roads, market facilities, trans-
portation lcilities, housing, storage, and utili-
ties will be needed in market towns and small 
cities. In addition, more attention will have to be 
given to strengthening the capacity of local 
governments to manage urban infrastructure 
and services efficiently. 

Urbanization and Agricultural 
Development in Africa 

Although Africa is now the least urbanized 
region in the developing world, its rate of urban 
population growth is the highest. Urban popu-
lation is expected to increase on average by 
more than 4.7 percent a year over the next 
decade. In 1960, there wkere only about 52 
million people living in urban areas in Africa. By 
1980, that number more than doubled to 129 
million. At the end of the 1990s. more than 340 
million people-about 42 percent of the popula
tion-will be living in urban places. In northern 
Africa more than half of the population, and in 
southern Africa about 60 percent, will be ur
banized (UNCHS 1987). 

Cities and towns in all size categories are grow-
ing in number and population. The number of 
people living in towns of less than 100,000 
population grew from 24 million to nearly 58 
million between 1960 and 1980. The number of 
cities with 100.000 to one million in population 
will increase from the 82 that existed in 1960 to 
149 by the year 2000. In 1960, there werc only 
four cities in Africa with more than one millionin pl~uatin.tey ad essad 	 haneigtin 	population, and they had less than eight 
million inhabitants. By 1980. the number of 
cities of more than a million people increased to 
20 and will expand to 59 by the year 2000. Their 

populations will grow from 37 million to nearly
 
83 million (UNCHS 1987).
 
Although cities in Africa are growing rapidly,
 

agriculture plays a crucial role in the economies
 
of nearly all African countries and will continue
 
to do so for the foreseeable future. Agriculture
 
contributes, on average, more than 40 percent
 
of the gross domestic product in African coun
tries. More than 75 percent of the labor force is
 
engaged in agriculture. Primary sector goods
 
account for more than 68 percent of total Afri
can exports (World Bank 1986). In addition,
 
African governments derive a large amount of
 
revenues from indirect taxes on agriculture
 
(Lele 1981).
 
But the average annual rate of growth in agri
cultural production in much of Africa has de
clined during the 1970s and 1980s. A number
 
ofcountries-including Ethiopia, Mali, Mozam

bique, the Sudan, Ghana, C6te d'lvoire, Bot
swana, and the Congo-all had negative aver
age annual growth rates in agriculture during
 
the first half of the 1980s. Moreover, agricul
ture's share ofexports dropped during the early 
1980s by 50 percent of its level during the 
1960s. Agriculture's contribution to gross do
mestic product. in Africa's lowest income coun
tries declined from about 47 percent in 1965 to 
about 38 percent in 1984 at a time vlen 
industry's contribution rose only from 1 .o 16 
percent (World Bank 1986). 

Importance of Urban Settlements for 
Agriculture and Rural Development 

The roles that African towns and cities play in 

support of agriculture will become increasingly 
important over the next decade. Governments 
in African countries and international assis
tance organizations will have to deal more effec
tively with urban-rural relationships in three 
types of economies: 
* 	 in regions where agriculture is still at a low

surplus or subsistence level, 

*in regions in transition to commercial agric l u a rd ci n n 
cultural production, and 

e in regions with large cities and metropolitan 
areas. 
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Urban-Rural Linkages In Low-Surplus
AgriculturalAreas 

In low-surplus and subsistence regions, where 
less'than half of the agricultural productiol istraded 
rUral ohehoils dO not articinte 

heavily in market activities. Much of the traded 
surplls is exchanged in small lots in pcriodic 
marketl)laces or is 'ollected at the rm gate byitinerant brokers 0o whotradlers th e iteiy 

larger lots at markets ill towns and cities, 
Although intermediaries, brokers, and traders 
play a crucial role in tile exchange )rocess in 
low-surplus areas, iffarmrs themselves do not 
have access to markets, they can easily be 
exploied by middlemen. 

The marketing characteristics of low-surplus 
agricuIt ural regions differ drastically in difler-
ent )arts of Africa and within individual coun-
tries. Yet tile sl)atial aspects of narketing have 
some ('Onlon characteristics in nearly all low-
sirh)lis regions. Among the common feat Ures 
are: 
" 	 low levels of' marketing interaction among 

low-income houscolds and weak trade link-
ages between rur'al areas and towns and 
elites, 

Sstrong dependence oflmost fIarmers on inter-
mediaries and brokers to collect and market 
their siiurplus goods. 

" 	 short geographical distances of market in-
teraction for most rural fhnmilics who trade 
)rimarily in peIriodic marketplaces, 

" long travel distanccs for most rural residents 
to towns and cities Ir iurchases of s)ecial-
ized goods and services, and 

* 	 relatively small numbers of towns and vii-
lages with significant levels of market trade. 
In subsistence or ow-sturplus regions, widely 
scattered and poorly connected towns ftmc-
tion p)rimarily as ru ral service centers (Rondi-
nelli 19 87a). 

In many subsistence regiois, there are few 
market towns and cities that can )rovide out-
lets f'or the sale ofagricult ural surplluses and for 
the distribution of inpmuts and consumer goods 
and services. Other low-surplus regions may
have large nu mberis of small towns, but tile set-

Keynote Presentations 

tlcmcnts are not physically and economically
integrated and their markets are not vertically 
coordinated. Small-town markets often are not 
linked to bulking and assemlbly centers in intermediate cities, and the intermediate city mar

kets are not effectively linked to the larger 
urban markets For agricultural products. Nor 
are linkages between market towns and intermediate cities and their surrounding u-ral areas 
strongly developed. Thus, only those peo)le 
living in market towns and cities usually benefit 
from their services and facilities. Those living ill 
peripheral or Iar-distant areas have little or no 
ac ess to eithermarketsoiagriculiral inputs.
Studies of the Shaba region of Zaire. for cx
ample, poinlt ou that poorly organized market
ing systems and badly maintained roads have 
perilitted only a small number oflmerchants to 
transport cr1ol)s from the countryside to the 
major cities. This small group of' merchants 
controlled laini gate prices (Nsaku and Ames 
1984/85). Because of the lack of or delay in 
receiving inlormation about market pricesdue ill
large l)art to their inability to )articipate 
directly in market activities-most poor faI'rm
ers in Shaba wereat the mercy of intermediaries
 
who paid a lower )rice for the agricultuIral goods
 
than tile going market rate in order to cover
 
their high transport costs and earn a )rofit.
 
Afler continuing to receive low )rices for their
 
goods year after year, farmers in the Shaba
region were discouraged f'om increasing their
 
outl)ut, and consumers in towns and cities were
 
forced to pay higher )rices for maize in the 
market. This forced tile government to impoirt
 
maize to Feed the growing Urban population.
 
Studies in other 
)arts of the developing world 
indicate that small and marginal farimrs LSu
ally have more marketable su-pluses than
 
agricultural 
 experts expect. But inefficient 
agricultural marketing systems and limited 
access to market towns have serious negative 
irnl)acts on farmers' living conditions. Poor 
access to markets increases the proportion of
market ing costs foIrall fI'arniers. but has stronger 
adverse imlxa(cs ol small- and medium-sized 
farmers than on large-scale producers (Bohle
1985). When they have a choice, farnmrs prefer 
to trade in small periodic markets rather than 
depend exclusively on intermediaries. Research 
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on grain and livestock transactions in the 
Cinzana region of central Mali, for example, 
indicates that the majority of transactions in all 
commodities take place in weekly markets 
because these periodic market centers provide 
better access and terms of trade for small-scale 
producers (Coulibaly 1985). 

The lack of an effective system of market towns 
in rural regions not only limits the accessibility 
of farmers to market outlets and increases 
transport costs, it also limits their access to the 
social services and consumer goods that pro-
vide important incentives for increasing pro-
duction and household income. 

This conmon-sense conclusion is clearly voiced 
in the traditional song sung by farmers in 
Papua New Guinea. Variations are heard in 
songs, tales. and jokes in other parts of the 
world as well. It goes like this (Epstein 1985): 

The primitive farmer says cash 

Is unsatisfactory trash: 


It won't keel) off rain 

And it gives me a pain 


If I use it to flavor my hash. 


So why should I work out my guts, 

At the whim of these government mutts. 


My liquor comes free 

From the coconut tree 


And my Mary makes cups from the nuts. 


Should I walk for three days into town, 

Sell a sack of spuds for a crown, 


Buy a bottle of beer 

And fall flat on my ear? 


No. I'd rather stay here and lie down. 

IfIlact in a rational way 

I'1l just sit on my backside today. 


When I want a good feed 

I've got all that I need 


Piping hot and there's nothing to pay. 


Cash cropping is all very well 

If you've got something to sell; 


But tell me,sir, why 

If there's nothing to buy 


Should I bother? You can all go to hell. 


In the absence of accessible markets for selling 
agricultural surpluses and for purchasing goods 
and services with increased income, there is 

little motivation for rational farmers to increase 
output. 

Roles ofMarket Towns in Commercializing 
Agricultural Regions 

In regions that are in transition from low
surplus to more commercialized agriculture,
the requirements for increasing productiun 
become more numerous and complex. When 
the demand for and the supply of agricultural 
goods begin to grow larger, increased produc
tion depends on modern farming technologies 
that raise both yields from existing land and the 
output per unit ofhuman tin,, Modern agricul

ture depends not only on rew technology and 
research and extension, but also on the produc
tion of industrial inputs andl on government 
polices and programs that suijport agricultural 
development (Mellor 1967; Wharton 1969). 

The linkages that emerge between agriculture 
and commercial and manufacturing activities 
in towns and cities as development occurs take 
a number of forms. 
First, as agricultural productivity increases and 
farming becomes more commr,-rvifli,,,r, it de
pends more heavily on manufactured inputs, 
including fertilizers, pesticides, farm imple
ments, flood control and irrigation equipment, 
land clearance equipment, tractors, storage
and refrigeration facilities, and transportation
equipment. Most of these inputs are produced 
in cities and must be distributed through a net
work of market towns if they are to reach 
farmers (Johnston and Kilby 1975). 
Second, the economies of market towns and
small cities also come to depend more heavily 
on increased agricultural output. Agricultura 
products provide inputs for expanding agro
processing industries-those that mill grains 
and rice, process meat and dairy products, and 

refine sugar, for example-many of which are 
located in small towns and cities in rural re
gions. Agriculture also provides inputs such as 
natural fibers and livestock byproducts to 
nonfood processing industries (UNIDO 1972).
In many African countries, market towns and 
small cities offer locational advantages for agro
processing and agribusiness enterprises (Rondi
nelli 1983). 
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Third, and equally important, rising rural 
household incones from increased agricultural 
production create interuai demand for a wide 
range of manufacturcd goods produced inoit -
ics. Rescarch shows thait vhcre agricultural 
production has increased beyond the subsis
tence l(vcl demand has i IIrcased ralpidly among
rural households. initiallv for clothing, shoes, 
sandals. ('Olll)S, bri hes, ('osllet ics. plastic,
light fixt ures. woodel furitutre, bricks and 
paiunt for lionuc iiilprovenlicllts. bicycles., radios. 
and cletri( Ialls. As illcollies co t illIie to rise. 
glcaicr clhllallid is er1-calted fo'r cons tilcrd 1rables 
st1ch as Iclcvisions al]d oll()tolrvehi(lcs (Jolhnstol 
and Killy 1975). Mairket towns and small citics 
('ll a('('Ollilliodatc 11w shops amid stores thait 
lict groxving coisiiicr demiand in rural areas 
as agricultu ral developlment proceeds. 

Fourth, as agricumltumral productivitv increases. 
miarkCt tIowls alld snall cities muist play a more 
vigorous role in supporting small-scale enter
prises anud generati ng off-faril cmployncnt.Rapidly inicrcasing,ario.tilttralprodutivity frees 
labor from farming and plushes people from 
rural aras into towns and cities in search of 
new emlloymenlt and investment opportuni-
ties. Emlployment in towns and cities allows 
Iarners in learby rural areas to supplement 
household income. Remittances earned by
migrants provide additional income for house-hold members remaining in rural areas. 

A growing number of studies confirm the con-
elusion that the expansion of lprivate enterprise 
in market towns and small cities in rural re-
gions is essential fordeveloping agriculture and 
fbr generating off-farn employment (Liedholrn
and Meade 1986). The World Bank (1978) has 
found that increasing agricultural production 
and employment in off-farm enterprises is 
necessary to raise rural household income, 

retain population in rural regions. moderate the 

migration from rural 
areas to largt. cities, and 

diversil 
 rural economies. In lmny c,,intries, 
small- and medium-scale enterprise,, in rural 
regions are at the nexus of a constellation ofac-
tivities that accelerate economic growth (Steel 
and Takagi 1983). 

Rural enterprises now provide a primary source 
of employment and income fbr between 25 and 
33 percent of the rural labor force in developing 
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countries. They provide part-time employmentand sup~plementary income for small-scale farmers and full-time employment for townspeople
in food preparation, construction, personal 
services, transport, agroprocessing, commer
cial services, and small-scale manufacturing 
activities. In Kenya, for example, rural nonfarm 
enterprises include a wide range of these activi
ties that are primarily located in market towns 
and small cities. Employment in the rural 
nonfarm sector in Kenya is about eight times as 
large as in the urban informal sector (Freeman 
and Norcliff 198!). In many market towns in 
Africa, women are the primary vendors and 
retailers of cereals, grains, vegetables, and 
prepared foods, as well as cottage industry 
products. Small-scale and informal enterprises 
in market towns are crucial to enhancing their 
household income. 

Fifth, market towns and cities can also facilitate 
agricultural and rural development in other 
ways. Market towns act as centers ofinnovation 
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diffusion ofnew agricultural information, meth-
ods, and technologies developed in larger urban 
centers or abroad. The population growth and 
economic diversification of these towns and 
cities also influence the agricultural cropping 
patterns and land uses in surrounding rural 
areas (Wortinan and Cummings 1978). 

Finally, the single most important function of 
towns and cities is that they form an essential 
marketing network through which agricultural 
commodities are collected, exchanged, and re-
distributed. 

In nearly all commercial agricultural regions,agricultural goods that are not retained for 
houshol cosumpionfed, eedor ii-indhousehold consumption, feed, seed, or in-kind 
paymntsmov newor ofthrugha cmple

payments move through a complex network of 
public and private enterprises based invillages,
market towns, and intermediate-sized and large 

cities (Rondinelli 1986). Both food and nonfood 
agrculi ial byfarersrodctsaremareteagriculral products are marketed by farmers

in rural areas through cooperatives, itinerant 

traders, brokers, hullers, processors, and mill-
ers, or directly by farmers themselves in village 

perodc mrkts.Fodpodctsar alo oldinperodic markets. Food products are also sold in 
mioakets, n toversmeandmtrkeringaets, 
sion agents, and government marketing agents,
or directly to consumers in marketplaces. Of-

ten, some portion of the agricultural products 
sold in villages and towns is bulked by traders, 
brokers and truckers, processors and assem-
blers, and commission agents for resale in 
regular markets and to wholesalers and retail-
ers in larger towns and cities. Government 
marketing boards, wholesalers, and brokers 
often rebulk goods not sold in town and small 
city markets for sale in metropolitan areas to 
exporters, urban wholesalers, retailers, public 
institutions, supermarkets, informal sector 
vendors, restaurants and hotels, grocery stores, 
and a wide range of other outlets. Thus, towns 
and cities not only facilitate the marketing.of 
farm products, but are essential to the whole 
chain of exchange on which commercial agri-
culture depends. 
In brief, where ie, funo einvestment 
tons dsiefsweree ftIon iely, mare 
towns and small cities provide outlets for agr-
cultural goods and products of cottage indus-
tries from surrounding rural areas. They pro
vide investment and employment opportunities 
for both town and rural residents in a wide 

range of agricultural processing and market
related trade activities. They function as agri
cultural supply centers, providing equipment, 
seeds, fertilizer, machinery, repair services, and 
information needed for agricultural develop
ment. Many towns and small cities also offer an 
impressive array of economic, personal, com
mercial, public, and social services needed by 
rural households. 

Market Towns as Links to AgriculturalMarkets 
in Large Cities 

International assistance organizations and 
African governments have largely ignored therl flrecte n erpltnaesa
role of large cities and metropolitan areas asmaktfoagiuurlodsndhemp
markets for agricultural goods and the impor
tance of market towns in linking rural areas to 
them (Rondinelli 1987b). Where they exist in
Africa, large cities are important market centers 

friclral gods prduceminkeripher
for agricultural goods produced in peripheral
and rural areas. For example, in Tanzania,
farmers from the rural hinterlands of Dar es 

farm, fro the oatrn o es 
Salaam, Morogoro and the coast region, Moeya 
Arusha, and Lushoto all supply the majorwholesale market in the city of Dar es Salaam 
(Sporrek 1985). The largest amounts of food are 
bulked at villages and towns well known to pro
ducers in the supply areas by truckers, middle

men, and small-scale wholesalers. 

In most large African cities, the distribution, 
preparation, and sale of food involve a large 
number of workers in both large and small 
enterprises and in informal sector activities. 
The linkages between the formal and informal 
sectors involved in urban food distribution and 
sale are usually quite strong (Rondinelli 1987b). 
The wholesale market in Dar es Salaam, for 
example, distributes food to supermarkets, 
numernmus provision and food stor2s, and hun
dreds of small groceries. About P-0 percent of the 
food in Dar es Salaam is marketed through 
small shops, and about 25 percent is sold by 
street and market vendors or by rural produc
ers themselves (Sporrek 1985). Much of the 

and employment in the informal 
sector in African cities is related to food distri
bution, preparation, and sale and employs the 
labor and entrepreneurial skills of women. 

For farmers in many rural regions with com
mercial agricultural economies, large cities and 
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metropolitan areas are the final markets for 
their 1)roducts and the sources ofmany of their 
manulactured inputs and consumer goods, 

Policy Implications for UISAID and HostPolicy Gmpverateons

Country Governments 


Although the U.S. Agency lor International 
Development (USAID) and other international 
assistance organizations h'ive provided nar-
ketingassistance for poor farmenrs and forsmall-
scale enterprises involved in urban food clistri-
bution. they have not thus far focused their at-
tention onl ways olstrengthening the systems of 
market towvns onlwhichand cities increased 
agricult ural production, eml)loyment expan
sion. and entcrprise development so heavily 
depend. Much of the assistance that has been 
given by inte-national organizations in the past
has bc.r 1'6r improving marketing systems. Nor 
have most govcrnments in Africa given serious 
consick-ration to locating their investments in 
agricult ural support services. physical infra-
Structr, housing. and Urban social services 

and acilit ics more effectively in
andsmal aveignredth 
and sall cities. They have ignored tile oppor-

l'hyctis. market 011)0'-towns 

ttuities to locate invest ments in ways that will 
strengthen rolationships among these inest-
ments and tlie capabilities of towns and cities to
facilitate agrictult'ural marketing and private 
enterprise development, 

Gin 
andIth" ut-1gent need topincreas fpl rodction 
in rural areas and expai id eolployment oppor-

Giventhetie rpidtlneedrapid pacetofincrbanizatoopindAfricaof urbanization in Al-rica 

iunit ies in urban set tlenen ts. lpolieies that focus 

on strengthening urban-rural linkages will 
become crucial to the economic progress of 
African countries over the next two decades. 
USAID and otiher international assistance or- cetoftisci~iiis''ia~lto'ia-eUAniL)tn can nterimoaotahe tan ce 01ib 
gani ttionsvcng makie ani cproduction an lou-
tion to solving the food produt ion and employ-
ment problems in Africa by providing financial 
and technical assistance that strengthens t lie 
marketing systems and the network of towns 
and cities in which markets are based. 

Policy Dialogue and Policy Reform 

hIternational assistance organizations can play 
an important role iii helping governments in 
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African countries to reassess and coordinate 
their national polices affecting urbanization 
and agricultural development. The problems of 
agricultural development. employment genera
tion. and enterprise development are inextrica
bly related. If agricultural development and
employment expansion programs are to be 
successful, national policies must contribute tocaigfive ntions (Meicoe1986): 
creating five conditions (Mellor 1986): 
* 	 There must be an acceleration in the growth 

rate of agricultural production. In most Afri
can countries, increases in agricltural 
output vill come through changes in tech
nology and )ricing policy. 
There must be widespread access to land 

OWnershipand secetenurle rights forsmall
scale producers. 

0 	 Expenditures from increased income derived 
from accelerated agricultural production 
mulLnSt create demand for a wide range of 
goods and services produced by enterprises 
in towns and cities. 
An effective marketing system must be ere
atedl to lower food prices and encourlage 
employment in nonagricultural sectors bymaking labor less expensive than te goods 
and services it produces. 

* 	 A well-integrated system of market towns 
and cities with appropriate infrast ruct tire 
and services must be available to provide agricultural inputs and technology, provide 
consumergoods and services, sunpport small
and mediuim-scale enterprises that generateoff-farm employmnent. and p~rovide mnarket 

outleploymnt. scrovies. 
outlets for agricultural surpluses. 

National polices can support or inhibit thecreation oft hese conditions. The ab)ility of market 
towns and cities to facilitate increased agriCul
tural production depends on apl)propriate agri
(ultural pricing policies. If government policies 
and pricing restrictions act as disincentives lor 
increased agricultral production. there is no 
reason to believe that the existence of market 
towns alone will create incentives for increased 
output. 
In 	 countries with predominantly low-surplus
agricultural produLtion or in which the private 
sector is weak, governments ny have to take a 
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strong role in providing at least a minimum 
package of agricultural inputs. Governments 
may have to provide credit to cooperatives or 
private enterprises to supply farm inputs that 
tarmers cannot easily provide for themselves, 
individually or through cooperative activities, 
or that private enterprises cannot offer effec-
tively or efficiently. 

Investment inMarket lbwn Infrastructure and 
Services 

International assistance organizations can play 
an imlportant function in helping African go-
ernments with the allocation and location of 
investments in infrastructure, services, and 
facilities in market towns and cities. Because 
investment resources are scarce in most devel-
o)ing countries, many prqjects that are needed 
to support agricu!ltural development and off. 
farm enterprises cannot be scattered widely 
over the countryside. They must be concen-
tratecd in strategically located settlements that 
have adequate populations to support them 
and that are accessible to people living in a large 
surrounding rural area. 

The most inmortant elements of an infrastruc-
ture and services investment program for mar-
ket towns in low-surplus and commercializing 
agricultural regions are: 

" 	 basic market-support infrastructure, espe-
cially community storage facilities, adequate
transportation failities, and farm-to-mar-
ket and intermarket roads that can increase 
the physical access of farmers to markettowns and small cities, 

" 	 public services, facilities, and utilities that 
Support small- and medCium-scale enterprise
development in market towns and small 
cities. Public facilities are especially impor-
tant For industries providing basic consump-
tion goods and agricultural inputs, 

" 	basic health, education, and social services 
that imp~rove the productive resources of 
town dwellers and the rural populat ion. Once 
in place, they can create the preconditions 
that allow private enterprises and nongovern
mental organizations to offer a wider range of 
personal and commercial services in small 
towns and cities (Wanmali 1985). 

investments in market facilities, credit, and 
technical assistance for small- and medium
scale commercial, farm supply, agricultural 
processing, and food distribution enterprises
in towns and cities. Priority for investment 
should be given to towns and cities that are 
strategically located to serve a large rural 
population from surrounding areas. 

In making investments in services and facilitiesi akttwsi fia SI n fia 
inmarket towns inAfrica. USAID and African
 
governments must take into consideration the 
special role that women play in both agricul
tural i)roduction aInd marketplace trade. It is 
estimated that 85 percent of the rural women in 
Africa work in agriculture and that 80 p. zcent 
of Food consumed inrural areas is produced, 
processed, and stored by women (Cassem 1987). 
Women often make important decisions about 
the allocation of agricultural products between 
household retention and commercial market
ing. Women are heavily involved in-and in 
some countries have a crucial role in manag
ing-all aspects of the food system in market 
towns and cities. Their needs as participants in 
distribution, marketing, and processing must 
be considered. The facilities and infrastructure 
provided in market towns should be designed tomeet their activities. Women's participation in 
program planning and implementation can 
strongly influence the success of inv'estments 

aimed at strengthening the economic functions 
of market towns. 
USAID can also help African governments 

improve the financial management capacity ofnmnicipal governments in market towns and
small cities, develop new methods of raising
local revenues for providing infrastructure and 
services, and improve municil)al management
capability to maintain them. USAID can play a 
crIucial role in helping national governments in 
Africa decentralize appropriate services to the 
local level and create decentralized financial 
and management capabilities in local govern
ments and nongovernmental organizations. 

Investmentsin Urban-Rural PhysicalLinkages 

Although most governments in developing 
countries allocate inadequate resources to 
agriculture and marketing, significant changes 
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in urban-rural marketing systems can be 
brought about without massive new invest-
ment. Careful locational analysis and planning
of current investment to promote a pattern of 
decentralized concentration of productive ac-
tivities and market facilities in existing market 
towns and cities can begin to strenothen the 
capacity of these places to facilitate 'Aiultural 
development. Strengthening the marketing 
functions of towns and cities m ust be done 
carefully, incrementally, and strategicaly. Not 
all towns and cities in a region can or should 
have a full range of marketing services, facili-
ties, and infrastructure. One of the benefits of 
having a well-developed and integrated system 
of towns and cities is that it provides access to 
a wide range of functions for a large number of 
people wvithout each settlement having to pro-
vide all of them. 

USAID has already developed applied methods 
of regional analysis that can be used to identify
the market towns and cities that perform im-
portant support functions and to determine 
their investment needs (Rondinelli 1985). In-
cremental changes in the allocation and loca-
tion of already-planned investments can be the 
basis for building a stronger network of market 
centers from which to provide the services, 
facilities, and productive activities needed to 
stimulate rural economies, 

For these towns to perform their functions 
effectively, however, they nmust be linked to-
gether physically in a network that forms an 

integrated market system. Investments are 

needed in roads, telecommunications, and rail 

and waterway transportation. USAID's studies 

of urban-rural investments in developing coun-

tries indicate the pervasive impacts these physi-
cal linkages can have on both agricultural and
urban development. Among the benefits offann-
to-market and arterial roads in countries with 
conducive agricultural policies have been lower 
transport costs, significant agricultural pro-
duction increases, changes in crop composi-
tion, adoption of commercial inputs, and more 
effective agricultural extension services (Ander-
son and Vandervoort 1982). The extension of 
road systems also facilitates the spread of agri-
cultural processing activities in rural regions, 
increases land values in areas along the roads, 
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and stimulates new and more effective market
ing patterns. Roads increase access to off-farm 
employment and provide easier access for a 
larger number of rural households to social and 
public services located in towns and cities. 

Conclusions 
In brief, development programs for market towns 
n br ie s tha t pro g ra nur ar k e s 

and cities that improve urban-rural linkages
and strength en regional marketing systems 
can make important contributions to increas
ingagricultural production, expandingemploy
ment, and promoting private enterprise. 
But before USAID can engage in policy dialogue
with governments in Africa or extend financial 
and technical assistance effectively, much more 
needs to be learned about urban-rural food and 
input-supply marketing systems in developing 
countries. Although USAID has sponsored a 
large number of commodity marketing studies 
in developing countries, neither it nor other 
international assistance organizations have done 
extensive research on the spatial characteris
tics of urban food marketing systems or the 
regional patterns of market interaction. 
Nor do we understand fully the social and 
economic changes-some of which can be ad
verse for the poorest rural household in the 
short run-of expanding market systems in 
subsistence agricultural regions. 
Much more research also needs to be done on 
the dynamics of market towns and small city
growth and on the kinds of investments that 
support and facilitate development of market 
towns and small cities at different stages of 
growth. 

Little comparative research has been done on 
the strengths and weaknesses of different or
ganizational structures for decentralizing i
nancial and management responsibilities to 
municipal governments in African countries or 
on the most effective means of generating local 
revenues. 
Despite these gaps in knowledge, however, 
policies and programs for developing market 
towns and cities and strengthening urban
rural marketing linkages will offer USAID and 
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African governments a challenging opportunity 
in the future to stimulate agricultural develop
ment and guide urbanization in mutually bene
ficial ways. The success of those policies and 
programs may well determine the success of 
national economic development efforts in Africa 
during the next decade and the early years of 
the next century. 
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Markets, Marketing
 
Boards, and
 
Cooperatives: Issues in
 
Adjustment Policy
 
Uma Lele, Division Chief, Special Studies Division, 
World Bank, USA 

Introduction' 

The structural adjustment efforts underway in 
many African countries since the early 1980s 
have sought to liberalize existing restrictions on 
markets and have, as a result, led to a vigorous 
debate about the relative roles of markets and 
marketing boards and, in turn. roles for the 
private and public sectors in African econo-
mies. Whether to tax the export crop sector 
and/or to establish a public sector monopoly in 
the procurement and export of these crops 
(ideas virtually taken for granted until the early 
1970s) are currently at the center of discussions 
about the appropriate policy objectives for both 
governments and donors. In addition, coopera-
tives, which were promoted by donors and 
governments in the 1960s as sources of grass-
roots participation in the development of factor 
and commodity markets. are again being sUp-
ported as part of the liberalization effort in an 
attempt to establish a middle ground between 
the public and private sectors. The renewed 
interest in cooperatives stems partly from Afri-
can governments' reluctance to adopt many of 
the donors' privatization and liberalization ini-
tiatives. It also reflects the lact that much of the 
experience from ftailed efforts to promote coop-
eratives in the 1960s and 1970s (e.g., the impor-
tance of grass-roots orientation and support 
and the problems caused by excessive govern-ment intervention in co(operatives) has been 
forgotten. 

In ordCr to understand the role of markets and 
marketing in agricultural development, it is 
necessary to understand the importance of 
exchange relations-as distinct from markets 
per se-for optimizing resource use through 
their ability to promote improvedl allocative 
efficiency, increased productivity of resources 
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over time, interregional specialization, adop
tion of new technology (by enhancing the availa
bility of information and modern inputs), higher 
welfare levels (by determining household con
sumption levels), and production incentives 
through improved access to goods and services. 
In order to foster expanded exchange relations 
and. in turn. markets, it is necessary to gener
ate an agricultural surplus-a prerequisite of 
which is satisfaction of subsistence needs. At 
the same time. however, a necessary incentive 
for producing a surplus is the opportunity to 
exchange for othergoods: hence, surpluses and 
markets are interdependent. Therefore, in or
der to develop exchange relations, it is neces
sary to ensure the satisfaction of subsistence 
needs, increase productivity, and ensure that 
the correct environment and opportunities for 
exchange exist. Ensuring that these require
ments are met involves, first, the timely availa
bility ofinputs and production technology, and 
second, the means for reliable and adequate 
payments for output. as well as opportunities to 
purchase necessary consumer goods. 

in orcer to fulfill these requirements, it is nec
essary ascertain the extent to which marketsito 

facilitate the development of exchanges that 
optimize resource use in the ways outlined 
above. To the extentthat markets do not pro
mote such development, the subsequent question becomes to what extent collective action 
(e.g., cooperatives) or government interventionare necessary or effective as devices to improve
the operation of markets and thereby encour
age exchanges. Whether col ective action is 
even feasible at early stages or development is 
an open qLuestion, given that small producers 
have historically shown less ability to organize 
themselves than either their urban counter
parts or large-scale agricultural producers. The 
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potential for and success of collective action, in 
turn, helps to define tile extent to which public 
sector intervention is appropriate, specifically, 
whether the government should simply facili-
tate the functioning of markets by improving 
competition orwhether it should go furtherand 
regulate prices, marketing margins, and the 
quantities exchanged. 

In the context of the debate over the appropriate 
role for the public. private, and parastatal sec-
tors in agricultural marketing, the questions 
raised by Wellisz and Findlay (1988) about the 
general applicability of the neoclassical para-
cligm and its portrayal of the state "as an 
instrument to achieve abstract objectives of 
national velfire" are of particular interest. They 
argue that two crucial asstml)tions are neces-
sal-y to support the neoclassical model in its 
portrayal of the necessary functions of the 
public sector. If these are not fulfilled, then 

many aspects of economic life that are 
deemed irrational by traditional neoclassi-
cal analysis-such as high tariffs in small 
open economies or heavy public expendi-
ture--become explicable as expressions of' 
the interests of the relevant groups. In a 
world of'oligopolistic group interests in the 
private sector and an autonomous state in 
the public sector, the "invisible hand" is 
not always benign: sell seeking does not 
necessarily promote the common good. 
(Wellisz and Findlay 1988. 78) 

The first of the two crucial assumptions is that 
self-interested individual behavior be confined 
to the provision of directly useful goods and 
services for oneselfor others through exchange. 1 

Second, it is assumed that the state seeks to 
maximize an objective social welfare function 
and thereby acts as an imlpartial mediator be-
tween different parts of society. In other words, 
it is presumed "that governments always do 
only what they should do" (Wellisz and Findlay 
1988, 60). The exception to th,'se assumptions 
in many African and other economies. espe-
cially with regard to agricultural marketing 
policy, suggests that neoclassical prescriptions 
about the role of the state relative to the private 
and cooperative sectors need to be reconsidered 
when designing and implementing agricultural 
policy. 

In light of the conclusions reached by Wcllisz 
and Findlay and past experience, the ability of 
unfettered market forces to encourage the 
development of exchange relations is problem
atic. At the same time, the effectiveness of 
public sector intervention in promoting such 
development remains an open question, espe
cially given the problems encountered when the 

government is expected to behave impartially. 
The purpose of this paper is to explore the role 
of agricultural marketing, including the parts 
played by the private and public sectors, in 
promoting the development of exchange rela
tions in the six MADIA countries-all in the 
context of recent policy reform recommenda
tions. Although tile concepLtualization of ex
change relations presented above is divided 
along the lines of production and exchange, for 
tile purpose ofpolicy analysis it is more effective 
to think of marketing variables as divided into 
two categories: p, ice and nonprice factors. 

As construed in recent adjustment programs. 
price factors have emphasized the level of pro
dlucer and input prices and the impact of ex
change rates on domestic prices. More gener
ally, however, price flactors also include relative 
wage rates, intersectoral terms oftrade, and the 
stability of prices. As with price factors, adjust
ment policy has emphasized a few nonprice 
factor.;, specifically, supplies of input and out
put services and the roles for the public and 
private sectors in their provision. 

Reflecting this dichotomy, the balance of this 
paper is divided into four parts. The first section 
briefly summarizes the content of policy reform 
in the MADIA countries as it pertains to agricul
tural marketing. Following that is an explana
tion of the rationale for public sector interven
tion in marketing. Next is an examination of the 
experience of the MADIA countries with public 
sector intervention and the implications for 
policy reforms. This analysis is based on the 
framework presented above, i.e.. adjustment 
policy is evaluated in terms ofits ability to foster 
exchange in the agricultural sector and to iden
tify and address the capacity of markets to 
encourage tile development of exchange rela
tions. The role of' cooperatives in the MADIA 
countries is examined in the subsequent sec
tion. The paper concludes with a discussion of 
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the implications of the experience for future 
policy revisions. 

The Pattern of Agricultural Marketing 
Reform Policy 
The reform policies agreed to by donors and 

African governments, chiefly in the form of 
structural adjustment and sectoral loans made 
by the World Bank and supported by other 
donors, have contained measures that applied 
to pricing and marketing policy, including the
reform of parastatals. Although it is not pos-

sible to describe in detail the specifics of these 
reform policies in the space available, an over
view for the MADIA countries will give the flavor 
of the relevant provisions, 

In most MADIA countries, the exception being 
Kenya. there has been a tendency to tax export 
crops and subsidize food crops. The taxation of 
agricultural output has been in the form of 
implicit taxation due to currency overvaluation 
and/or explicit taxation typically levied via a 
marketing board. Among the MADIA countries, 
Tanzania and Nigeria have been characterized 
by chronic and large ovcrvaluation of the cur-
rency. In Nigeria, the taxation of export crops 
combined with high prices for food crops has 
caused resources to move in the direction of 
food crop production. 

The direct taxation ofsome agricultural exports 
has been colmmon in all the MADIA Countries 

except Kenya. The level of direct taxation can be 
approximated by comparing the ratio of pro-
ducer prices to international prices at nominal o iteratioal 

exchange ratesi (The combined impact of direct
 
and indirect taxation can be seen by examining 

the ratio of producer prices to international 

prices adjusted for purchasing power parity 

exchange rates.) Differences in pricing policy 

are particularly striking for individual com-
modities. For example, the major coffee produc-
ers among the MADIA countries are Kenya, 
Tanzania. 

d~ce prces rics atnomnal 

and Cameroon, and the difference 
between the favorable prices paid by Kenya and 
the comparatively low prices paid by the other 
two courities is striking, as is the impact of 
currency overvaluation in Tanzania on pro-
ducer prices. 
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As a consequence of the distortions introduced 
through pricing and exchange rate policy, a 
primary goal ofthe early adjustment programs
and a primary accomplishment-in many of the 
MADiAcountries was to increase producer prices 
and correct currency overvaluation. 

In addition to changes regarding producer pricesadcrec vrautos m o os(hel 
and currencyovervaluation, some donorschiefly 
t 
dressed the pricing and marketing of inputs, 
primarily through policies governing fertilizer 
imports and subsidies. For the MADIA coun
tries,sdonlyonfriie:teKenya in recent years has not had asu th c u tisha e n 
subsidyon fertilizer; the other countries have in 

pay for fertilizer directly and/or indirectly 
through overvaluation of the currency, with 
Nigeria having the highest rate ofboth direct (80
percent) and indirect subsidy. Liberalization 
policy for fertilizer has, in general, focused on 
removing subsidies and privatizing distribution 
networks. For example, in Malawi the subsidy 
removal program that was agreed to called for 
the gradual elimination of the subsidy and 
eventual privatization of distribution. In 
Cameroon, the subsidy on fertilizers used on 
coffee was to be eliminated and import licensing 
liberalized so as to encourage private sector 
participation in importation and distribution. 
Similarly, in Senegal the fertilizer subsidy was 
to be eliminated, although donors have financed 

a limited subsidy for those farmers able to pay
cash. In Kenya, the government and donors 

have agreed to liberalize fertilizer import ar
rangements in an attempt to make supplies of 
fertilizer more timely and less costly5 by creatinga larger role for the private sector . 

With respect to nonprice reforms of agricultural 
marketing policies, recommendations have 
varied according to individual country circum
stances, but typically have sought to reform 
institutions, reduce the role of the public sector 
in marketing, and encourage private sector 
activity. For example, as a result of Kenya's 
relatively strong performance on pricing Issues, 
adjustment loans have concentrated on other 
areas, e.g., the Agricultural Sector Adjustment 
Operation (ASAO) sought to improve produc
tion and investment incentives with a focus on 
marketing and private sector development along 
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with restructuring of the public investment and 
expenditure program.Y 

In Malawi. policy reforms affecting the Agricul-
ture Development and Marketing Corporation 
(ADMARC), the national marketing parastatal, 
have centered on divestiture of assets not re-
lated to smallholdcr agriculture, entorcing the 
requirement that ADMARC operate on commer
cial criteria (a condition that has caused con-
cern with respect to fulfilling price stability and 
buyer/seller oflast resort functions).Thiswold 
include the closre of some seasonal markets, 
liberalization of trading regulations so as to 
encourage greater private sectoractivity in grain 
trading and eventually fertilizer distribution, 
and elimination of the fertilizer subsidy. 7 

In Senegal. following the liquidation of' the 
Office National de Coop~ration et d'Assistance 
au D~veloppement (ONCAD) in 1980. .'oLnd
nut marketing was turned over to the ground-
nut crushing firms and the SocitO Nationale de 
Commercialisation des OI0aginaux dIII Senegal 
(SONACOSI. Cooperatives became the agents, 
acting as middleman between the farmer and 
the crushing firms. In 1986. dlue to financial 
losses among the crushing !irns and the in-
creasing parallel trade in grounldnuts, donor 
pressure led to the transfer of groundnut mar-
keting to three agents: the cooperatives, the 
crushing firms. and private traders: however. 
SONACOS continued to regulate the system 
and provide marketing finance (Jammeh 1987). 
Although SONACOS continued to control the 
running oi iarket, cooperatives were free to 
trade and keel) profits on transactions. Critics 
ofthe reforms claim that the crushing firms still 
control the market and that financing is still 
only available through SONACOS. 

An important part ofthese institutional reforms 
has been the privatization of some agricultural 
marketing functions; however. the discussion 
of this point is postponed until we have dis-
cussed the experience with privatization. 

Rationale for Public Sector Intervention 

Earlier it was noted that in order to foster the 
development of agricultural exchange it is nec-
essaiy to ensure the satisfaction of subsistence 

needs, increase productivity, and maintain the 
correct environment for exchange. Derivative of 
these general needs are several specific require
ments. including 

e an entrepreneurial class capable of under
taking risk: 

0 free nty to markets: 

o 	 an adequate infrastructure: 
0 	transport and communication networksable 

to ensure the efficient movement of informa
tion, goods. and services: 

o 	 efficient markets for inputs and outpuLs, in 
eluding financial services (i.e.. no market 
failures); 

0 	 distribution equity: and 
0 	 1-00d security. 

Many African governments have assumed that 
these requirements cannot be fulfilled by the 
private sector and, therefore, that direct gov
ernment intervention in agricultural marketing 
is required.' As a result, most African govern
ments have concentrated on substituting for 
freely operating markets (usually through the 
use of parastatals) rather than devoting atten
tion and resources to supplementing the re
quirements for competitive markets. The spe
cific areas of public sector intervention have 
tended to emphasize the )roblems of risk in ag
riculture. the need for price stability, the public 
sector's need for revenues, the scale economies 
that characterize some investments, the con
petitiveness of markcts, the need for a buyer/ 
seller of last resort, and inadequate financial 
markets. 
At the heart of the rationale -orintervention is 

the nature and degree of risk in agriculture. Not 
only is agricLture recognized to be a more risky 
enterprise than others, even in the r iorc indus
trializecd countries, but also because rain-fed 
agriculture, as practiced in Africa, tends to he 
more risky than other Forms of agriculture in 
developing cmuntries, e.g.. irrigated agriculture 
in Asia. It is argued that the peculiar risks of' 
agriculture mean that markets are unable to 
achieve the desired goals, e.g., credit availabil
ity for small farmers and the transitin from 
subsistence to commercial production. 
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An additional source of risk confronted by Afri-
can farmers is that found in output markets 
and can be divided into risks associated wilhyield, prie, and suppl)y. These risks tend to be 
thelf result a hi hee ris ty of
tinle l of'ket fheigh degree of' dvibility 0f'
raini'all. market forces. and thle Unp~redictable
nature of public policy and its iml)lementation, 
factors that are not always independent. When 
risks are correlated, they cause producers to 
give priority to meeting household load require-
ments. opting for stable but lowervields through 
mixed cro)ping , \ar-,ing planting dates to re-
duce crop failtire,kand strcssing the l)roduction 
of drolight-resistant crops. " 


The inaccessiili 
 expen-

t i('a ions.sive con lil I ;ld fluctuating yieldsaud pric'es are the most important lfbct ots rein-
forcing rotdcrs moisinclination to be dlelend-
Foing producetrs fdisnclatintoe Adend-ent on the market ior Iodsu plies. Again. e 
Wilde offers a insight into the conflit cauised 

Vneiliedby t fi- o'ods ihrity and 	t(hresultig 
e 

Subsistence entails Ihe collparativev in-
efficient ise of land fi- production when 
such land could be betterC dCvoted to cash 
crops .h..ThAfrican farmers are caught in 
a vicious circle. for Ihe inadeqlacies ofthe 
market prevcnt them from raising their 
ouptit through specialization, while their 
own desire f i- food sctiirity inhibits the 
grovtlh of thc market. (de Wilde 1967, 22) 

The risks associated vith t( variability of 

weather conditions are frequently correlated 

with policy induccd risks. F',)rCxample. in much 
of east and southern Africa. where parastatal 
monopolies prevail. a dollestic food crop failuire 

leads to iereascd commercial food imports by 
government and highe- costs of (list ribution of 
ptblic food ill iransl)ortintggtain to rural areas.
As wellare considetrations lead to incomplete 
re'overV of imporlt and disti-iblution Costs, the 
financial losses of marketing parastatals are 
closely relatccl to the size of (tlonlest ic prodtc
tion deficit s. These losses redu(-e the parasta-
tals' ability to make timiely delivery of 1)rodlC-
tion inpu ts or to make futIll and timely paymnit 
for purchases of'out l)tlt in the following yeai-. 
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The Need For Price Stability 
Th 
The most frequent ralionale for price stability isthat"some degree ofdcomestlic agricultural price 
stabilization is essential ior the long-term efficient allocation of private resources in a risk
poearclue Ll 98,12.1
prote agriculture" (Lele 1988a. 192). 2 

For food producers, l)rice lucItuations may 
discourage farmers from moving out of subsis
tence food l)roduction and into higher value 
cash crops and. as a result, may retard agricul
tural development asa whole. Uncertaintystems 
from variability in the prices of the potential 
cash crop as vell as the food crop: if either the
ood price is too high or the cash crop price toolow. the farmer's food sCcurity is at risk. Faced 
ithsuch un er tah nlv, farnl S e l( ore likely

ucrany -vthsc oelklfb tsae 

to concentrate 
 on staple fbod production.
whereby subsistence can be better ensured.Similarly, the uncertainty arising from price 
instability is seen to explain the reltance of 
smallr fiarmers to adol)t iore expensive, higher
l)roductivity methods: the farmer will be reluc

tant to invest scarce capital (which often means 
going into debt) if the ret1ut-n is seen as unpre
dictable. Aside from constraining overall per
forinance in the agricultural sector, there may 
also be (list ributional implications in that only 
larger farmers. with a greater risk-bearing 
capacity, will adopt higher productivity metlh
ods. The soUrTe ol instability will vary depend
ing on the type of ctop: 

... instability of export crop prices in many
countries is externally induced: instability 
in fbod crop prices, on the other hand, 
reflects changes in domes' ic Sli)ply as well 
as the international market conditions, 
including tile il)redictable natUre oflfood 
imports. Similarly, due to differences in 
the nature of supply response between
annuals and perennials, stabilization poll
cies may also be different among types of 
crops. (Lele 1988a. 192-193) 

I1 addition, bccause of the structure of market
ing and the differing opportunities lor alterna
tive selling arrangements, governments may
have more control over l)rodlucer prices fbi 
export crops and can often decide how much of 
international price fluctuations will be passed 
on to I)-oClIdCers: in the complete absence of a 
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government role, producers receive the full 
fluctuations (Lele 1988a]."' 

On the consumer side, government motivation 
has been to pro)tect consumers or groups of 
consuiers lfrom excessive price changes For
cnsulerfom esisi prticery coan ir 
stle efoods. This isom foodpricesayimprtant
the case of the poor. for whom food prices, 

especially Food grains. are teilargest dcetermi-
ean ofreal income 


Since the poor are often landless or urban poor, 
they must purchase their food, and large in-
creases in Food prices decrease their real in-
comes and put households at risk. 

The Public Sector's Need for Revenues 

tha evidence prene daorie taxtionrafd
that among the MADIA countries, taxation of 
exort crops has been common. Interestingly, 
donors accepted taxation ofagericulture prior to 
the early 1970s: since then, however, this form 
of taxation has been widely criticized. Although 
the importance of this source of revenue has 
declined as trade and income tax rvenues have 
increased, the public sector still needs reve-
nues. especially as governments are being 
pressed to reduce budget deficits (by reducing
expendituresand increasing revenues) and since 
the taxation of agriculture has been success-
fully used to generate investable surPluses il 
other countries (e.g.. inTaiwan, where rice was 
heavily taxed. and in Nigeria, where, before the 
influx ofoil revenues, marketing boards were an 
important source ofinvestmen funds for devel-
opment purposes). 

Scale Economies Requiring Large-Scale
Capital Investment 

The marketing and processing of export crops 
require lumpy public investments in transport 
and communication infrastructure to ensure 
the timely supply of inputs and collection of 
output. Further, the financing and manage-
ment skills associated with developing export 
crop processing and marketing are often sub-
stantial. The presence of scale economies in 
many areas of agroprocessing necessitates 
vertical integration wilh marketing and fre-
quently with production. A combination of the 
need for these relatively rnore sophisticated 

entrepreneurial skills and the policies of the 
colonial governments limited the participation 
ofindigenous Africans in export crop marketing 
and processing. Marketing boards, individual 
European companies, and Levantine and Asiantraders with access to finance handled intcrna
tional and domestic wholesale trade and crop 

processing. After independence, governments 
were concerned that African entrepreneurswould not emerge rapidly enough to meet the 
needs of the export industry and that scale 
economies in processing implied oligopsonistic 
control of the sector. Consequently, public 
monopsonics and government imposed coop
crative marketing and proccssing societies 
replaced firms Fbrmerly operated by non-Afri
cans. The centralization of public sector control 
over marketing and processing arrangementshas, in many instances, created tie very situ
ations that governments feared would be the 
outcome ifthey had not intervened shortly after 
independence and has led to the view among 
many observers that the public sector is not 
well suited to manage this type ofcentralization 
and explains some of the pressure among donors 
for a greater role for the private sector. In 
addition to the lumpy nature of investment in 
marketing and processing, there is the issue of 
the need for public sector investment in physi
cal infrastructLure and its implications for agri
cultural development. There is abundant cvi
dence to suggest that infrastructural invest
ments facilitate the development of markets by 
improving factor mobility and market informa
tion and by reducing transportation costs and 
risks. 15 

The Buyer/Seller of Last Resort 

Tie governmen4 's need to function as a buyer 
and/or seller of last resort stems from concern 
about the ability and willingness of the private 
sector to ensure tile timely and economical 
availability of inputs and markets for output in 
all areas of the country. The public sector has 
frequently sought to perform this function by 
allowing parastatals monopsony and monopoly 
authority in the agricultural sector. Even in 
those situations where the private sector is not 
prohibited from operation, it is frequently hin
dered by government restrictions. 
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Inadequate FinancialMarkets 

Concerns about the lack of access to capital 
markets caused post-independence govern-
ments to take over control ofnumerous market-
ing and processing operations. It should be 
stressed, however, that inadequate capital 
markets also pose a major constraint to produc-
tion. Covariance of risk over large geographical 
regions with uncertain rainfall increases the 
risk of default on repayment and reduces the 
scope for development of private financial 
markets in many parts of semi-arid regions, 
especially as low average labor productivity 

keeps surplus accumlation at a low level. A 
shortage of cash at critical periods is cona 
straint in purchasing fertilizers and hiring 
additional labor for land preparation, weeding,
and harvesting. Unlike in Asia, where the infor
mal rural financial markets provide up to 60 to 
70 percent of rural finance, interseasonal capi-
tal transfers among households that can facili-
tate input purchases are less developed inAfrica. Also in contrast to Asia, agricultural
employment contracts in Africa are not yet 
sophisticated enough to alleviate the risk of 
financial market failure. 

Related to inadequate financial markets have 
been restrictions on ethnic groups. The relative 
absence ofdom.estic financial markets that are 
accessible to small farmers has meant that 
those groups with access to the modern bank-
ing system have tended to exercise oligopolistic 
influence on domestic tradingby financing local 
African traders involved in crop purchasing. 
This potential for oiigopolistic control is made 
worse, as even Bauer (198 1) has acknowledged, 
when physical infrastructure and communica-
lions are poor. when turnover is low so that 
large amounts of working capital are needed, 
;ind when the instability of production and 
prices piaces a premium on access to timely 
market information. Therefore, a difficult policy
qimestion is how to encourage the development 
of an indigenous African entrepreneurial class 
in an environment of intense competition from 

'European and Asian entrepreneurs. Public 
policy in post-independence Africa has been 
directed toward the development of an indlige-
nous middle class that is typical of the growth
of nationalism in the developing world. 7 
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The rationale for public sector intervention 
discussed here demonstrates that the public 
sector has a role to play in agricultural market
ing, although that role has rarely been well 
defined and has frequently experienced im
plementation problems. Further, confusion and 
lack of information about the nature and opera
tion of the private sector have led many govern
mients to assume a peremptory role in market
ing-typically attempting to replace markets 
with parastatals. The next section examines 
experiences from the MADIA countries with 
regard to public sector intervention and the 
effectiveness ofpolicy reforms.
 

Experience with Public Sector 
Intervention 

The experience of the MADIA countries with 
public sector intervention can be divided into 
fur areas that are related to the focus of
 

nonprice policy reforms: marketing costs, stability of agricultural institutions, price stability
and food security, and privatization. 

Marketing Costs 

One of the most pervasive themesof donor 
r mfr t hb h h ..
 
excessive marketing costs and the allegation 
that these costs are due to inefficient opera
tions. Although it is correct that inefficiencies 
exist in many parastatals, it is important to 
understand that they are due to a variety of 
causes, not all of which are within the control of 
the parastatals-a point that has implications 
for the way in which inefficiencies are ad
dressed in reform programs. Assessing the size 
of marketing costs (defined here to be the differ
ence between the value of payments to produc
ers and the total expenses incurred in selling 
the crop either internally or externally) is diffi
cult, as data on these costs are incomplete and 
frequently unreliable. Further, it is difficult to 
compare costs between countries, as related 
transport costs can vary significantly among
countries and tend to be high in Africa due to 
the weak physical infrastructure. " 
In addition, it is important to distinguish be
tween inefficiencies caused by poor manage
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ment as distinct from those factors over which 
the parastatal has little control, e.g., political 
pressure to create employment that results in 
overstaffing, political appointees in senior 
management positions, and failure to reim-
burse parastatals for expenses incurred that 
-ire outside the legitimate operations of the 
parastatal. ' 

The point to stress here is that although mar-
keting boards frequently incur losses on some 
of their operations, this alone does not mean 
that they are inefficient or that these functions 
should be curtailed or eliminated. Instead, it is 
necessary to examine the sources of the alleged
inefficiencies and desired functions of the para-
statal before action is taken. Case studies from 
Malawi, Senegal, and Tanzania help to illus-
trate these points. 

The efficiency of Malawi's marketing parastatal, 
ADMARC, began to decline in 1979/80 as 
marketing costs per ton increased significantly, 
this can be attributed to increases in all three of 
the main components (direct, administrative, 
and finance costs) of total marketing costs. 20 

Average total marketing costs per ton of cropI
purchases for 1972/73 to 1978/79wereK 85.73 
and for 1980/81 to 1986/87 were K 172.89. 
(Between 1980 and 1986 the gross domestic 
product deflator increased by approximately100 percent.) Among the elements of total 
100arent o th 
 e eledisproportionate
marketing costs that showed empoymnt 
increases were transp~ort charges, employment
costs (due to increases in the number of em-

ployces), and finance charges. The average 

number of head 
office senior staff increased 

from 428 to 742 between 1980/81 to 1982/83 

and 1985/86 to 1987/88, while the average 

number of junior staff increased from zero to 

1.224. Over this same period, the average 
number of staff members in the field increased 
from 16,095 to 24,089, indicating an increase 
of 58 percent in total employment between the 
two periods-during which time average an-
nual purchases increased by about five percent 
(Deloitte, Haskins, and Sells 1987, annex 3). 

The increase in finance costs is particularly 
dramatic: between 1979/80 and 1986/87, the 
average finance charge per ton of purchases 
was K 26.96 per ton as compared to K 9.68 per 
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ton for the 1972/73 to 1978/79 period. The 
increased finance charges are due largely to the 
increase in producer prices (and the reduced 
ability to cross-subsidize within the crop trad
ing account) that accompanied the structural 
adjustment loans and the resulting decline in 
financial surpluses available to ADMARC for 
covering the cost of payments to producers.'!' 

Clearly, the rise in per-ton costs experienced by 
ADMARC has several sources. In the case of 
transport costs, the increase is due to external 
factors beyond the parastatal's control.22 The 
rise in the number of employees per ton of 
purchases seems excessive and is a legitimate 
area for policy reform efforts to address. In the 
case of increasing finance costs, efforts to en
sure higher producer prices are commendable, 
but the costs to ADMARC in the form of higher 
overdraft charges-and perhaps more impor
tant, liquidity problems that have led to delays 
and limits on the amount of purchases-have 
been high.23 The latter experience indicates that 
reform policy needs to consider a broader range 
of issues when evaluating the impact of higher 
producer prices. 

In the case of Tanzania, there has been wide
spread criticism ofthe large marketing margins 
charged by the National Milling Corporation 
{NMC and other parastatals ard the fact thatproducer prices are derived as residuals (Bryce
son 1985: World Bank 1983). Most of the problems of the parastatal sector result from the 

nature n ereo oenetivleet 
e and degree of government involvement. 

The split responsibility between the Minis
try of Agriculture and the State House for 
appointment and supervision ofparastatal 
management is no less an important factor 
in explaining inadequate control over par
astatals. The Executive Chairman of the 
Board of Directors is a Presidential ap
pointee, and the Minister appoints Board 
members. The parastatal general manager 
is bureaucratically essentially equal to 
Principal Secretary of the Ministry. The 
Ministry does not have the jurisdiction to 
dismiss a general manager, even in cases
of flagrant violations of management stan
dards, but can only recommend action to 
the Board of Directors or the President. 
Further, when appointments are made 
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centrally, frequently criteria other than 
commercial or managerial acumen seem to 
enter in the choice of a general manager. 
Since the State House makes CEO Ichief 
executive olficerl appointments across the 
spectrum of the roughly 400 parastatals, 
its span of control is far beyond levels 
which would be considered desiral)le under 
reasonably well working systems of man-
agement. It is no wonder, therefore, that 
the degree of control needed on a daily 
basis to ensure managerial efficiency in 
tile agricultural sector is not exercised and 
major decisions even about tile future of 
the organization itself. . remain pending 
lor years. (World lank 1983. 84-85) 

In addition, the same report details a pat tern of 
ineficieny in tlhe parastatals' operation. The 
weak finanicial and lhysical performance has 

been the result of several factors, including 
weak or nonexistent accountability, 1o1'an-
agement and technical skills, lack ofometi-
tion. an externally imposed pricing policy, poor 

terms of trade for crops, and parastatals' habit 
of providing a complete set of social services-
including education and medical Facilities, work 
and private transportation, prepared Food serv-
ices, provision stores, mechanical workshops, 
and sports teams-for its employees. The rel)ort 
also details the decline in physical productivity 
and finds that from 1965 to 1980. while volume 
(productioll or quantity handled) increased by18 percent, parastatal employment increased 
by 37 percent, leading to a decline in labor 
producLt ivity of 14 percent. Only two parastatals 
decreased employment between 1975 and 1981. 
While the NMC increased its labor productivitynoticeably between 1974/75 and 1977/78, 

noticeably19e7/78n 194/58an1, 97r7/,
between 1977/78 and 1980/81, processing 
VoIlume1 decr-easedl sharply, with the result thatthle same number of employees handled roughly
half the volume. For alllparastatals, dur'ing the
samie eriodl a decline in volume of 17 percni 

was accompanied by a decline in employment ofone percent, 

The financial records that are available show 
that most crop piarastatals have accumulated 
large losses. In 1980/81, only the coffee and 
sugar parastatals showed a profit: the remain-
ing nine showed combined losses of T Sh 692 
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million (US$ 84 million), or 21 percent of the 
value of their rl)Iocessec commnodities. The NMC 
alone was responsible for over two-thirds of 
total losses, representing 3 1percent ofits sales. 
The World Bank's report goes on to )oint out 
that while administrative costs have been ex
cessivc, theyare a relatively small part oflosses. 
In tie case of the N MC. administrative expenses 
were only one percent of sales. while financing 
costs and costs of sales (which reflect purchase
plus transport and I)rocessing costs) accotinlcd 
for 97 percent of losses in 1980/81. The report 
emphasizes that even significant redluct ions in 
administrative expenses would have little effect 
on losses. Rather. -losses are overwhelmingly 
due to inadequate margins, excessive transport 

and processing costs, and unduly great aectI
mulation of interest and financial charges
(World Bank 1983). As a consequence of these 
losses, the crop parastatals have had incteas
ing overdrafts with the National 3ank of Com
erce (NBC). the only commercial bank in 

Tanzania: in 198 1 these overdrafts reached 
T Sh 5,127 million, or 80 percent ofthe NBC's
 
lending.
 
The impact of government decisions on the
 
prolitability of the parastatals must be ac
knowledged in the case of Tanzania.2' 
 There
fore, any attempt to reform parastatal opera
tions in Tanzania must begin by redcing gov
ernment involvement in management decisions 
and selection.
 
In the case Of Senegal. Jammeh (1987) argues
 
that arastatal marketingcosts forgrounlnuts
 

were fara too mk6gto 19r nd nuts
 
were far too high from 1960 to 1970 and 
rose 
iegargless of objective conditions: "excessivelyhighnmrginslforOCAlOffice de Commecrcialisa

tion Agricole] represent classica case of costinflation arising from state protection of ineffi
dient l)tlblic instituitions and 'strategic' entercinlubiisttiosadsraec"ee

prises" (Jammeh and Ranade 1986. 44). The 
excessively high marketing costs that characterized ONCAD were attributable to misman
agc n and corruption, e.g., thle r'apid exp~ansion in tile agency's personnel. In only two 
years, ONCAD's staff tripled from 400 to 500 
full-time staff in 1966 to 1.800 in 1968. Staff 
size increased further to 2.097 in 1974 and 
2,964 in 1979. As a result, dluring this period 
salaries accounted for over half of the agency's 
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operating expenses. This excessive growth in 
personnel cannot be justified by increases in 
ONCAD's inarkeingifunctions nor by increascs 
in groundnut transactions. The expansion was 
largely the result ofpolitical pressure to provide 
employment positions and a management group 
that was more concerned with personal ad-
vancelent than limiting marketing costs. The 
impact of these increased operating costs on 
marketing margins can be seen in ternis of lhe 
steady increase in nargins charged per kilo-
grain of' product dating froi the mid-1970s. 

More lecently, amajor use of investment funds 
has been a diversification program ined at 
moving awav froln a strategy strongly flaV'oring 
groundnut product ion to reduce the risk of 
relying solely on groundnuts. Invcstmenls in 
agricultiural production were decreased and 
investments in induistry and construction in-
creased. lInvestments xvithin agricuIltuiire shiftccl 

Uma Lele, division chief of the World Bonk's Special Studies 
Division, addressesconference delegates during the pres-
entation of a keynote speech titled "Markets,Marketing
Boards, and Cooperatives: Issues inAdjustment Policy.' 

away fl'om groundnut production toward other 
crops, rtiral development projects. irrigation. 
and groundnut processing. As a result, there 
existed the anomalous situation in which pub
lie sector investment in grouindnut processing 
increased despite slowing agricultural proCLuc
tion of this crop. Operating capacity oflprocess
ing firmns grewi fromn 695,000 tons in 1976 to 
895.000 tons in 1987. while the actual capacity 
used as a percentage of total operating capacity 
Fell from 95.5 percent to 59.2 percent during the 
same period. 

Jannch goes on to describe how marketing 
costs were lowest during the period in which 
private traders were allowed to compete with 
the cooperatives. In addition, the parastatal 
had several policies that served as disincentives 
to prodlucers, including onerous credit proce
dures. The result of these procedures was to 
cause delays in cooperative purchases, thereby 
encouraging producers to seek alternate mar
keting channels, even if on disadvantageous 
terms. Finally, "abuses and irregularities" in 
the parastatal's ill)lt (list ribution prograIln were 
common: shortages or late arrival of, or damage 
to, inputs: diversion of needed supplics onto 
parallel markets For personal gain: regional 
imbalances lavoring the grou ndnuit basin: and 
patronage. In some eases. inputs recjuestel by
cooperative olficials vould sit in warchouses 
while being charged to unknowing members. It 
should be noted, however, that while ineffi
ciency was a problem,n many o lthe policies that 
contributCd to this inefficiency were beyond the 
parastatal's influcnce. Foremost of these was 
the setting of l)roclucer prices for the year by the 
presidlent I imself, or by a delegated committee. 
and their announcement the day belore the 
opening of marketing season. 

Anot lher example of the escalation of inarketing 
costs. )articu larly finance co'tls. steniming from 
more than one soLlrce comCs froi the experi
ence with the Natioi I Cereals and Produce 
Board (NCPB) in Kenya. The overall deficits of 
the maize board in rccent years arc as follows: 
1980/81, K Sh 312 million: 1981/82, KSh 363 
million: 1982/83, K Sh 468 million; 1983/84. K 
Sh 259 million: 1984/85, K Sb 979 million: and 
1985/86, K Sh 647 million-an increase of over 
100 percent in five years. These large deficits 
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andtheassociatedborrowingareduetoabuild-
up of stocks related to unusually high levels of 
production and increasing indirect overhead 
costs (administrative costs). These large in-
creases in overhead costs "cannot be explained
by correspondin' increases in either the vol-
ume of business activity or the annual level of 
general price inflation in any of the years, with 
the exception of 1985. This analysis clearly 
suggests a significant absence of effective 
management and control of expenditure within 
the NCPB in the past" (Coopers and Lybrand
Associates 1987, annex 8:5). This increased 
level of inefficiency contributed to higher defi-
cits, despite the increase in the margin per bag,
which rose from K Sh 40.25 in 1980 to K Sh 
133.55 in 1986 (Coopers and Lybrand Associ-
ates 1987, annex 8). 

Instability of Agricultural Institutions 
A crucial nonprice factor for improving the per-
formance and productivity of farmers, espe-
cially those with small-scale operations, is the 
quality of institutional support.25 The instabil-
ity of agricultural institutions-most notably
marketing parastatals-has contributed to 
undermining the confidence of farmers in these 
institutions and, therefore, their willingness to 
rely on factor and output markets. As with 
marketing costs, however, this instability is 
frequently beyond the control of the parasta-
tals-a factor that needs to be taken into ac-
count when relbrms are considered. Examples
from Tanzania and Senegal will help to illus-
trate this point. 

In Tanzania, marketing institutions have been 

in a state of nearly continuous change since 

independence, with most changes directed 

toward achieving greater central control over
agricultural production and marketing. Can-
dler (1986) shows that in virtually every year 
between 1961 and the early 1980s, there has 
been a major change in marketing arrange-
ments. Following independence in 1961, Tan-
zania experienced extensive growth in coopera-
tives, which the government encouraged as a 
means of counteracting the dominance ofAsian 
traders. In 1963, the government created the 
National Agricultural Production Board (NAPB) 
as the coordinating institution for cooperative 
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grain trade. By 1966, the cooperatives were 
supplying almost all of NAPB maize purchases
(Bryceson 1985, 56). In 1967, the Arusha Dec
laration called for the creation of multipurpose 
cooperative societies to replace the marketing
cooperatives that were accused of promoting
capitalist relations. In the followingyear, guide
lines were implemented that effectively trans
ferred control of the cooperatives from individ
ual buards to state-appointed managers. This 
was part of an increased government role in 
marketing, partly in order to collect revenue, 
that became especially important after the 
abolition of the direct tax in 1969 wasand 
reflected in the creation ofnew crop authorities. 
In 1971, a decision was made to treat Ujamaa
villages as multipurpose cooperatives, thereby
confusing the role of existing cooperatives. 

Over the next five years, decisions were madethat profoundly changed the nature of coopera
tives until, in 1976, all cooperatives were abol
ished and replaced by the NMC (Candler 1986, 
6-10). Dissatisfaction with the NMC. quickly
mounted, however, due mainly to the frequency
of late or missed payments for purchases, major
financial losses due to being required to sell at 
prices below cost, large storage losses (esti
mated by some at up to 30 percent), and various 
"leakages." In response to these and other prob
lems, the system was altered in 1979 and 
purchases were begun on a crop-specific rather 
than the former area-specific basis. In the face 
of rising parastatal losses (financed by over
drafts on the NBC that were so large as to be
 
considered a threat to 
that bank's economic
 
stability) and continued dissatisfaction with
performance, in 1980 a commission was ap
pointed to study the situation and led to the
 
reestablishment of cooperatives in 1982.
 

Another example of instability in Tanzania comes 
from the experience with cotton marketing. The 
Lint and Seed Marketing Board (LSMB) was 
created in 1953 to coordinate cotten sector 
activities and market seed and lint, waile coop
eratives performed ginning and oil refining and 
accounted for much of the success of small
holder cotton during the 1950s and 1960s. The 
LSMB was replaced by the Tanzania Cotton 
Authority (TCA) in 1973, which centralized all 
cotton activities and then took on the coopera
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tives' functions when they were dissolved in 
1976. In 1984, rCA transferred responsibility 
for some gins and oil mills to the regional 
farmers' corporation, whose shareholders were 
UJaniaa v'ilagers. In 1985. the 'A was clis-
solved and relaced by the Tanzania Cotton 
Marketing Board (TCMI3) bt responsibility forginsandpriary gwa retrne tothearkti 

nely restored cooperatives (Lele, an deWalle. 
and]Ghetibuo 1988. 35). 

These reorganizations inevitably led to financial 
confusion and difficulties that, in turn. resulted 
in delays in payments to producers. Further, 
the separation ofresponsibility forcredit. input 
clistributiou, and farm gate purchasing contrib-

ted to extremely low repayment rates. \"hich 
aggravated financial difficulties. More recently 
,(1986-87). 

excellent weather and promising develop-
ments in the policy environment, including 
an impiroved producer price prooted 
unlir the adjuistment program, led to a 
bulper crop ....but institutional factors 
constrained even the management of the 
S1l)pieS which reslted. The TCM[3 is 
repuited to have l)tirClaSCl less than1two-
thirdsofrtheiroIs becaLse ofla'k ofwfunds, 
transportation Iprol~ems and weaknesses 
ofthe cooperatives ... (Lele. van dc Wall,and O clil
ouo 1 88.3 -36)supply
and Gb~ctib~oio 1988. 35-36) 

InstitutionaI instability has also characterized 
Senegal. beginning with the abolition of coop-
eratives in 1967. There were a numlber of insti-
titional C'lan cgs that hurt the gi'oundnu t see-
tor. the most implortant of which was the insti-
tUtional arrangements for services. In this re-
gard the changes in Senegal are reminiscent of 
those in Tanzania bccausc the' involved the 
abolition of private rade and tile c'reation of a 
parast;tal, ONCAI). in its place. ONCAD. how-
ever. encountered financial difficulties \vhci 
farmers were unablc to repay because ofrecur-
ring droughts and the governnwt directed it in 
1981 to forgive piroducer credit for inpits for 
which ONCAD was not reiml)ursecd. At the same 
time, overexpansion of' its stafldue to political 
presstrcs and mismanagement of "Unds con-
tributed to problils with the reliability ofinput 
supplies. When ONCAD was abolished in 1980 
as part of a structural adjustment agreement, 
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its smallholder credit program was eliminated 
and to date has not been replaced by a program 
of comparable coverage. 
'hc institutonal instablity experienced by 

Tanzania and Senegal has obviously under

mined smallholde," conlidenc in lparastatalsand contributed to unreliable sources of supply
Ir parastatals and agroprocessors. This, inturn. has affected the availability of working
capital, interest costs, tile liquidity l)rol)lems of 

parastatals, and exacerbated problems of ex
cess processing capacity. It is this set of prob
lems that has attracted the attention of donors 
interested in improving tile perlormance of 
agricultural institutions. A common solution to 
the problems ofparastatals has been to restruC
ture the institution: privatize several of' the 
functions performed by the marketing board. 

e.g.. inlu)tlist ribution and output Marketing: 
and eliminate or scale back other lunetions. 
e.g.. Iod security and buyCr/seller of last resort 

operations. 

Food Securityand Price Stabilization 
The experience of many of the MAI)IA countries 
vitlh respect to their attempts to )romote price 

stability has been to introduce addiional tin
certaitthtasldogrtepican 
certainty that o price andinstability.hasTheledmt ain gireatereffet ofra numbe;)r
of these policies has been to cdiscouirage IrodCli

crs from pariticipating in the official market by 
setting prodlcer prices too low and cause them 
to usealternate iarketingchannel,.instead. As 
price stability has generally meant keeping 
consumer and producer prices low, farmers 
often have an incentive to evade governent 
marketing channels in favor of the private 
market, even if tile fralsact ion costs of such 
activity are high. In Tanzania, for example, the 
proportion ofmarketeld surplus making its way
into "ulnofficial" markets has bcen estimated to 
be as high as 50 percent for maize and 85 
percent for rice. primarily as a consequence of 
low prodlcer prices (World Bank 1986). In 
sone cases. (omestic sul)ply has been lost 
through smuggling. Prices in )arallel markets 
are not only higher than in governmCnt market
ing channels, but, clue to the costs imposed by 
secrecy, are imuih higher than would be the 
case in the absence of'government controls. 
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Even where announced prices are competitive 
with those in private markets, government 
inefficiencies introduce another element of 
uncertainty into marketing. As noted above, 
financial constraints on ADMARC in Malawi. 
for instance, have occasionally prevented it 
from purchasing all the maize that was ofTered 
for sale. and in Tanzania. the NMC's weak 
financial situation has produced problems with 
timeliness of payments. Administrative inabil-
ity to adequately reach all selling markets also 
increases lhroduCelS' Uncertainty Jibout thesi 
ability to sellts 

producers to avoid official markets and sell on 
parallel ones. In Senegal. for example, adminis-
trative arrangements concerning payments to 
farmers were SO onerouls that many prOdtlcers 
withdrew from the official market. contribtingwthadre'lthe off icnial arketcntibutingto a decline of' 30 percent in the percentage of 

prodluctioni marketed between 1968 and 1971(Jamnimeh and Ranade 1986). In cases where 
there is coml)iflsorv procutrement of production 
at fixed prices, uncertainty can arise both from 
the prices to be set as well as the cfuantities to 
he procured, leading to speculation, as was the 
case in India during the 1960s. Finally, govern-
menf relianecL on imports for price stabilization 
introduces another potential source of unCei-

tainty. Due 
to conditions in the international 
market and the political situation in the donor 
countries. imorts are notoriously unreliablele 

as India discovered during 
the U.S. govern-
ment's "short tether" policy in themay lead to increased 1960s. Thisspeculation over levels 
a ead incrasad posslilonver lsthanl pricingofimports and ossible wit hholcing 


of supplies from the market. 


Although one oflthe most important objectives 
of governmeni involvement in ag-ricultural 

nmrkeling li;is been 0he 
 e of !ood
 
scurity, the indicators that are available for the
six MADIA countries sugg2est only limited suees i l achin ~lh-iCs Sg. FOn xmlereliCiS-cess in r('a(hing this goal. For example. lprelimi-
na y estim ates m ade with United Nations Food 
and Agriculture Organization (FAO) data show 
that per capita caloric levels have been mostly 
static or declining over time, 'oie exception 
being Tanzania. which showed positive growth
in availability. 

Another indicator is data on food aid and cereal 
imports. In general, while per capita calorie 
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availability has been stagnant or declining, 
cereal imports to the MADIA countries have 
been increasii,<f. especially in Cameroon, Nige
ria, Senegal, and Tanzania. Kenya has had 
large imports from 1980 onward, while Malawi 
has had to rely on imports in only a few years. 
Cereal imports in the two oil exporting coun
tries, Cameroon and Nigeria. rose mainly after 
the onset of the oil boom, especially in Nigeria, 
where they increased by about 450 percent 
between 1975 and 1978. 
AltlhoIgh food imports do not necessarily indi
ate fod insecurity, several theof MADIA 

cote have een reeving ire fod 
countries ha, been receiving increased food 
aid since 1970, particularly Kenya, Senegal, 
andTanzania. Moreover. thepercentageofeerea[ 
imports received as lood aid seems to have
increased in several countries, at least until1984/85. which may imply a deterioration in 

foo0d scurIity. 

Since 1970/71. Tanzania has received the most 
food aid of the MADIA countries, although 
Kenya received the higher percentage of cereal 
imports as aid. On a per capita basis, Senegal 
has received the highest levels of food aid, 
averaging nearly 14 kilograms per person. 
Finally, Malawi which had received little food 
sistance prior to h receinflu ffe 

has not needed to imlort significant ueantities 
post-independence period 

and has eren o occasion exported limited
 
anihas eve 
 n ocaio exporte iitesqualntities of maize. Ree'ent evidence indicates, 

however, that achieving national food securityhas not also meant achieving hou seholcd food 
security, as there is substantial malnourish

ment in rural areas of Malawi (Quinn, Cuiligo. 
and Gittinger 1988). 

The Private Sector and Privatization 

The thrust of many of the reforms of' agricultural marketing institutions in thle MADIArura m ak eti n inst i zation t a ns
countries has been on reorganization and trans
ferring functions romparastatals to tile Iri
\'ate sector. This emphasis hasirevailed even 
though little is known about the structure and 
performance of private agricultural markets in
Africa. The private markets that do operate are
generally confined to Food crops because got,
ermnents control the distribution and market
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ing of export crops. Even where the private 
sector is allowed to operate freely in marketing 
aid agroprocessing (e.g.. cottoll and rubber in 
Nigeria). trade by licensed buying agents is 
often alleged to be uncompetitive. Also. private 
invcstillents have not beell forthco ing illagro-

processing of even those crops For which the 
demand fr the processed l)roducts has been 
growing. perhaps clue to annual Iluctuationns in 
the supply of raw materials. At the same time 
the iladcequat c level of invest iellus illprocess
ing constrains tile grovth of the suplply of 
agricultural raw materials. The reasons for 
inaldeqiuat e private investments in agro-

Irocessing are not fully understood. but. in 
part, are dit( to a lack of' credit facilities and 
poor rural infrast ruct uie. 

lDespite gatps illour knowledge about tile pri-


v'ate sector and market forces in Africa, some 
inferences can be made. In those instances 
where free domestic agriculltuiral trade is per-
litted and where there is free elitrv. certain 

et hnic groups have tended to dominate trading, 
i.e.. free entr.yIdoes not preclude some types of 
concentration. Whether these traders are able 
to influence prices in their favor is another 
question. The characteristi(s ofltradiiional trad-
ing sstems (large nmbers of traders, ease of 

entry. low capital requirements, and limited 
market po\ve') preclude rents being earned, 
Even in those sit ual ionswhere a hevmtraders are 
seen to handle atlarge share ofthe marketable 
surplus in many markets, the evidence indi-
cates that they arc not able to influence through 
collusive action if, and this condition must be 
emplhasized, thcre is adcquate transport and if 
exchange of market information among pro-
ducing markets and between producing and 

a 	 poor handling facilities that cause excessive 
losses in shiplment, thereby significantly in
creasing transport cost and price clifferen
tials between markets: 

0 the absence of an accepted standard of 
tile a aSof a nd
indle al 

wcights and measnres: and 
* 	 lack of enlorcement of an open bidding sys

tem.
 
As observed in Lec:
 

These factors Suggest that the solution to 
monopolistic practices is not to discourage 
trade through overt or covert means as is 

clone by many governments, but rather 
through governmental action to remove 
the above conditions which lead to mo
nopolistic practices. The former couriseousually only exacerbates exploitation, by 

ilu'ig the niimber ofintermediariesand 
thus by increasing opportunities for mo
nopolistic practices. (Iele 1977, 502)
 

The early experience with privatization iii the 
MADIA count ries tends to confirm these im
pressions. 
In the case of Malawi, priatization of grain 
tradingwas intended to provide farmerswith an 
alternate marketing channel and increase the 
efficiency of' crop procurenment. Although the 
first buying season in which private traders 
participated under the new scheme (1987) coin
cided with a large influx of refugees and there
fore increased demand For maize, imfplementa
tion proceeded smoothly.27 Nonetheless, there 
arc several issues that need to be addressed 
before the privatization can be said to have been 
successful. The increased demand for maize 
caused the market price to increase above the 

,,_ !97.50).official price, thereby causing tile volume 0f 
Further. evidence from India indicates that 
excessive price differencesamong marketsarise 
because of 

po-orissemiation ofepricennomat tad poor commllUnications betwveen markets that 
impair thie ability of traders to arbitrage l'-
tween markets: 

" 	 inadequate and/or unreliable transport fa-
cilities that allow shortages and deficits to 
persist and cause large price fluctuations: 

ADMARC's purchases to fall considerably be
low the level of' recent years. Although pur
chases increased somewhat in 1988. there is 
concern about ADMARC's ability to fulfill its 
mandate to achieve Food security Under these 

circumstances. In addition, the two most seri
ous problems faced by private traders-trans
port constraints and lack of access to credit
haveyct to be addressed. Without reliable trans
port and access to credit. private sector per-
Iormance vill fall well short of'expectations and 
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likely come to be dominated by the few traders 
who have access to these requirements. Finally, 
the privatization ofgrain marketing in Malawi-
and tie anticipated privatization of fertilizer 
marketing-has left ADMARC in the position of 
being held to commercial operational stan-
clards. i.e.. no losses, while having responsibil-
ity for loss- making development functions. For 
example, ADMARC is expected to ensure na-
tional food security through stock holding at 
the Strategic Grain Reserve and is expectedl to 
pay producer prices that prcclude any taxation 
to finalnCC tl coStS ofits food security and price 
stabilization fnctions. 2 ' At present, approxi-
mately 75 to 80 percent of the rural population 
is within eight kilometers of a seasonal market 
location. Improving service to the remaining 20 
to 25 percent o1 the popUlation is difficult, as 
ADMARC is ('cons rained politically from closing 
markets and financially by donors from incur-ril~f,!ltt'sl o alPiarasil lres. 

ring the costs of a net increase in markets, 


Thus. although the technical imlplementation of 
increasing the private sector's role in prain 
trading has been successful, there are several 
aspects ofl)rivatization that remain unresolved. 
These remaining problems have the potential to 
undo the success of privatization and/or leave 
unattended inany of the marketing needs of 
farmers. 

Sencgal's experience with attempts to increase 
private sector involvement in agricultural mar-
kcting have been less successful than those of 
Malaxvi. As noted earlier, the corruption andweak performance tha characitzed market-

ing parastatals in Senegal caused donors to 
press for privatization of fertilizer distribution. 

At the same time, however. subsidy removal, 


p p rif cdt... .... .......... 


climatic variation have caused the attractive-
ness of fertilizer use to diminish. As a result, the 
private sector has demonstrated reluctance to 
make the necessary investment to become in-
volved in fertilizer distribution. The lack of 
private sector participation combined with the
inability of the public sector. due to financial 
constraints, to function as a seller of last resort 
has meant that the distribution of fertilizer has 
suffered and accordingly has contributed to the 
decline in fertilizer use (Lele. Christiansen, and 
Kadiresan 1988). 
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In Cameroon, the inefficiency of the state agency 
responsible for importing fertilizer-in part clue 
to shortages of foreign exchange-caused de
lays in procurement and distribution. Liberali
zation of import licensing combined with ieas
ures intended to encourage increased private 
sector involvement with procurement and dis
tribu tion were recommended. Success has, 
however, been limited by the commercial banks' 
unwillingness to provide credit to importers 
that are not able to provide collateral in excess 
of the amount of the loan. In addition, numer
otis cooperatives have had difficulty securing 
financing from commercial banks for fertilizer 
l)urchases. Thus. while the liberalization/pri
vatization has enjoyed some success, there are 
areas where public sector involvement is still 
necessary. 
At the same time, efforts by the Public sector io 
Atite s os the puic setsSubstitute for the operation of private markets 
have suffered serious problems. Fear of ethnic 

control of marketing has contributed to the 
restrictions imposed on numerous markets by 
African governments. Underlying these restric
tions is the presumption that public sector 
monopolies are superior to the outcome if the 
private sector were allowed to act in restraint of 
trade. In all three of the East African countries 
in the MADIA study, the marketing boards for 
the staple food (maize) have been authorized to 
act as monopsonist. Although this authority 
does not preclide the operation of private trade, 
it does mean that they will be less effective thanwould otherwise be the case, especially since all 

three oftheEast African countrieshave, or have
 
had until recently. legal restrictions on the
 
quantity ofmaize that can be transported across

district boundaries. Further, these restrictions 

extend to the crops that smallholders are per
mitted to grow, e.g.. in Malawi, burley tobacco
 
production is limited to estates. 
In Senegal, the government's concern over 
dependence on groundnuts, the "exploitation" 
of'small farmers, and the poor natural resource 
base has led to "increasing state control over the 
marketing system" (Jammeh and Ranade 1986, 
28). This has meant that the government deter
mines producer and consumer prices for all 
major food and export crops, as well as regulat
ing and conducting the marketing and distribu
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tion networks. In l)articular, all "strategic goods" 
must be marketed through official channelE. a 
requirement that has most affected Senegal's 
most important strategic crop, griunldnu ts. 
While privateI traders operated Until the end of 
the 1966/67 marketing season. "private trade 
was tolerated only as a transition to full state 
monopoly" (Januneh and Ranade 1986, 40). 
Even before the final pliase-out. traders were 
subJect to certain conditions. such as restric-
tive licensing and credit arrangements ald a 
limit on the l)ercentage of'marketable slrplus 
they could buy. Alongside the government's 
incleasing involvemenit illprocessing. the pri-
vate l)roccssing firms--which had been granted 
a government monopoly-have not been al-
lowed to use their own lxi nds for narketing. so 
as not to give thelm "unfiir advantage" over 
govrinmnlet-Sponisorcd cooperat iv'es. 

The lesson that emerges from experience vith 
privatization and liberalization effTorts in t he 

MAI)IA (o'uiit ric(s ('olif irmsl(essonslearncd from 

other developing countries. i.e., tile ability of 

the private sector to ft 'ltion effectively in (he 
area of agricultllu-al marketing dcp(euds oilthe 
environ liclit illwhich traders uilust operate. c 
This environment is defilied by many of the 
elcments used as a rationale For public sector 
intervention in marketing, including 

* thlie presen'e of an cut relrencurial class able 
to Uindeirtae lk 

" contestable markets: 

" ai ad(lquate iinfi'astructure. including trans-

port andlcoimnlunicationi networks that al-
low the efficient movement of information,
goods. and services: 

"efficient markets for inputs and oltluts (i.e., 
no market Iailures). including financial serv-
ices: and 

" food security, 

Unfoi'tunately. the public sector, due to its 
distrust oi private markets and of ethnic dolmi-
nation, has con(entratecd its eflorts oii substi-
tuting for rather than sul)plementing the pri-
\rate se('tor. The result oflthis policy has been. in 
miost cases, a lack of coipetition in the provi
sion of niarketing servi' es that has coIitributed 
to the frequent inefficiency of marketing sys-

tems. The inefficiency that has often character
ized this effort. combined with a change in the 
attitude toward the public sector on the part of 
donors, has caused reform policy to)encourage 
increased lprivatcsector involvei(,nlt in market
ing. bult lr(quently withott ensuring the ade
ciuacy olthe,environment. Reliance oil markets 
alone will not necessarily ensure competitive 
pi-iingormarketingofcropswherescaleecono
llies exist or where historical Factors explain 
oligopolistic tcndencies, nor that food sectir'ity 
will be ensured, that the timlely availability of 
inputs will be achieved, or that markets \Vill 
exist for out put. The implications of this cxpe
rience for Itutrc don1or polic'y will be explored 
after a brief analysis of the role that coopera
tives can play illagricultural inarkcting. 

Cooperatives 

theiililport and'eoflagrictilt uranI marketingcoop
('ratives in the context of policy reform1 is that 
they are frequcently perceived by governments 
as an alternative to privatization. i.e.. as an 
intermediate ste) bctwee(,n state control of agri
ultural marketing institutions and privatiza

tion. The )ublic sector's concerns about an 
increased private sector role in market ing dis
cussed above, along with the government's 

diminished control of ('ruial areas. e.g., food 
secUirity. make cooperatives an attra('tive alternative to privatization. Furthe,. because suc

cessfutl cooperatives are characterized by ex

tensive grass-roots lparticipa ion in nmanage

nient. the servics lrovidld by cooperatives aie 
frequenC~tly those iiecessamyV to Stil)I)1)ot thle dCvequentotlie nemeship's revelopmen! of' tile inlbership's exchangeexchange rla
tions and particil)ation illmarkets. For these 

reasons, it would seei that cool)crat ives should 
play an iniportant role inagr-icullttu'al develop
ment: however, the perfornmancc of'coopera
tives in most of the MAI)IA count riCs has been 
disappointing, the exception being Kenya. In 
order to unlderstand tie nature, of the conflict 
between the ingredients required for successful 
cooperatives and tlie role typically envisioned 
by the state for 'cooperatives1o play. it is neces
sary to understand the nature of cool)eratives. 

The broader concepel'co-opera t ion ... ad'
knowledges the interaction between eco-
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nomie aici soeio-i)olitical powerand. there-
fore. recognizesthe fiequent iieel for strue-
tural ('lange or for political mobilization 
for co-operatives to be able to benefit the 
poor. According to tihet broader view 'vein
with such clange or ilimovatioii. but par-
icularly in 1h(abs,'n('e lher p!plat ,.n:d-

isiail)d external assistance ilnthe Fori of 
lealersif. masnaeiei it a llancs a 
inievitabile ats a step towards more voluinay and sl'lf-rclimt ooperatives ill te 
long run. (lele 198 1. 58) 

A (oop(erati\' Iv Iifll'ills deflh-ition be-that this 
('olmies. 1v its verv lia tuir. a fiore capable of" 
iukii (igdemndsoft'h'1political s'stlm arid. as 
stich. may be pecrce ived as a threat. Ill contrast. 
a cooerativc tIhat is stlficiciltly centralized in 
its iilalge iill an d decisiom -mnking at itor-

itv 
 so as to :ssureIt li stlate a iilodict im of 
con Irol\\'i typically fail to ilicet i(li i s of its 
Imieiibhersli). As a ('ills(fiieice. al least firlOl a 
polilieal p)ersl)ecti\,. (oopeiratives have the best 
chan(ce of siccess ewll tilh political leadership 
of the cotil rv is sect re ind villing to toflrate 
g.,roi)s wilh divergent it trests. 

Ann.g the MAI)IA count~riess Kc.Nya has pro-vi dc dt il l"(s m ourage mn It (op*p1br era tv 

opilig a Ii illyvdecent Il izcl syst cil that atl ic il-
fates arid rspoids (o produicer initerests, with 
the resiilt tiat coopralives repl)res(it al)out 50 
percenit of slial I liri hotiusehiolcds. The cotffee 
fprcI ssiing a im rketi s are bynaid g coofperatniv by
ar Ilie imost actie. accot int ii ig fr-half tlt' 

I7 iiilerslil p ll i etiflot,t cooperatives(ral an 

71 frcc ii t-tle tumor (yle 
 id Meyers 

19871. 


Ari e'xellet it exanfleoflt, lfirolileiis 'ai isel byv 

excessive iin tierven tior is Ihalt of cocoa 
iiarket 
iiig coofieratives ill (aiiirooii. IPrior 
 to illid-

pelrcliice. tfiere was 
al active indent'nldent co'-
op'ratv iliove leet. vit I the resltilt hat )v 

1-960 tc're were2 17 f)rimai cculcisandhi er 

level c'oofic'rat ives (I"rmarket iritg coco.ii i 1963, 
iliost oli ths cooi( eil-alives were dissolved be-
ctalis(, their ii idIfficildclic threateied Itw stal(, 
(Schwttiiiaii arid Shilliiiglaw 1986, 10). Ten 
yCa'S lair. a S'rits 1'r-forilli dir'Ctcld al 
c)operativ's was iildertalken by lie central 

goverliliiill. 

Rel'orns of the period were conceived largely iii 
a top-down manner. I'aced with the necessity. 
as the ministry saw it. of rapidly establishing a 
cooperat ive, "piresence" at all primary cocoa 
markets to irotect tihe individual seller from
ilanipMlatiin by the riVate ('OCOa buyers 
(Schwettmann and Shilliinglaw 1986. 11). 
Although these reforms offered the potential of 

I' farllmer ('ontrol over primary, cocoa marketing 

organizations, this was i'(ver r'alized. as the 
state ('outintiecl to dominat e the management
and operation of' cooperatives. The pattern of 
eonit i lel. govern 'nnl involverment in coopcra
tives. IeltILdilig SeCoClihllt lof largeiC llllll)I-S 
of olficials. represeite i a *IilreCio distingiish 
l(ill strUCtUirs imliosed by the stale ill 
repoi se to tih( i)( c(iv,(l (iigen(ieslor d(\,elopi 
ment and rcquiirenits for fromot iiigexchange 
re'lations and markets at the hoLsehold and 
local le'el. 

In assessing the c(ondition oka saMIlIe of 'o(oa 
marketing cooperattives. af recen-it reiport 
(Sdiwetntmann and Shillinglaw 1986, 17) con
eludes that t he structunre olthe ]present system 
su'ffers froiii ftIriclaiital conflicts as e\vidc mced
by the precarious finaniial situation of theool)(' I I ofl 1 15 exam in e d wereperatives: t cl h 
nieally bankru pt. The idi-e ol 'cocoa cooperativcs was attrib u one level,iteld, al to illadcecua
cies iilltle fiilancing systlm ol which the 
operatives depend, excessive costswit l the 
oop ratives (llie(to weak ma niageme tt,. aidl 

poor gemn t a dvice prvided st 
agencies charged with st i l)h)Otiiigtile Coopera
lives. At a iiore flllrila men al level, however, it
 
can beargued(I hlt the real problem with lhe
 
cocoa marketing coof)eratives is Ihat t le illm-


Ibership is neit ,herable tocinor intcrestcld in
 
iiflt iencigt lie op('ration (if tlie cool)eratives.
 
For exaii le. I(, size ofl ('licooperatives is too
 
large to lacilitate ('c(liii ,iicalion or- allow a
 
sei(s, ficoiinumminily. An, , v Ihimension oftlh
 
size pr',)bli is ilit absence of intermediate 
levels of f'i'imer cniitlrol, ineaning that the gap
bet wcc'r centralized riltanage1lint and the vii
lag,-' nlich is the natiral admiinistrative and
 
orgaiiizational init-is not bridgedl. 
 The ecn-

Iralized adhlli 
 list rat ivt' style, ofl'lt' coopcratives
 
stifles initiative o I ie part ol'hi memnbership.
 
The I'c'sll ofOHII s nStric Ic 
 is that I le coopera-
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tives are "largely the creation of their managers, 
and these in turn are for the most part an 
emanation of the state" (Schwettmann and 
Shillinglaw 1986, 58). 

Similar experiences with state involvement in 
cooperatives have characterized Tanzania and

.whohave alternately encouraged i-Seene. cinternal 

groundnut basin. Throughout the 1970s coop
cratives were under thejurisdiction of ONCAD. 
an affiliation that effectively converted the co
operatives into state-run entities within the 
agricultural bureaucracy and hurt their image 
and performance. The cissolution of ONCAD,
the increasing politiciza. ion of cooperatives,corruption, and pressure from donors 

eendent cooperaties and tried to controlthegovernment to reform ral coora
them through increased state involvement. 

In Tanzania. cooperatives were encouraged 
before and immediately after independence, 
with til result that their strong grass roots 
grew into political strength in the form of a 
willingness to challenge the authority of the 
ruling party. Consequently, cooperatives were 
perceived as a threat to the existing political 
au thorities and placed under increasingly (en-
tralized control. As the members lost control 
over the operation ofthe cooperatives, the coop-
eratives became less effective in furthering the 
interests of their members. This, along with 
increased corruption, contributed to the deci-
sion to abolish cooperatives in 1976 and replace 
them with crop parastatals (lryceson 1985). 

In Senegal. the government legislated a coop-
erative statute in 1960, which grew out of the 
pre-independence French efforts. aimed at es-
tablishing a nationwide network of agricultural 
coop~eratives. The newv p~rogram, which was 
sponsored by Prime Minister Dia, was intended 
to "provide a genuine feeling anong its mnil-
bers that the coop was theirs, totally preeml)t 
credit and marketing from private traders and 
moneylenders, and thwart efforts by the inora-
bouts to capture the new institLutions" (Water-
bury 1986, 81). The program was. however, 
inimical to the interests of so many rural intcr-
ests, most notably the marcibouls. that it con-
tributeCl to Dia's demise and was eventually 
termed "boy-scoutisn"by Senghor himself. After 
1964. the marabous,party members, exten-
sion agents, and officials of ONCAD had made 
their own local arrangements, with the result 
that cooperatives were under the influence of 
local patrons. 

Although the nature of the cooperatives changed, 
the institutions were still encouraged by the 
government: by 1970 therewere 1.870coopera-
tives in Senegal, with over half (1,060) in the 

caused tie cse erer, rur lcoopatives. As wvas the case earlier. thle philosophy 
behind the reforms advocated by donors and 
some government agencies was that "a unit 
must be found whose members trust one an
other, who vill police themselves so that free
riders do not take over. who will feel directly 
reslonsible for their affairs and For their pro
duction, and who will hold larger cooperative 
structures responsible to them" (Waterbury 
1986. 82). As might be expected, sIch a coop
erativeorganization would threaten several rural 
interest groups, not the least of which are the 
morabouts, therefore causing the government 
to seek a compromise. Features of the compro
mise include larger cooperatives (in Sine-Sa
loum average membership rose from 200 to 

1.730), little change in personnel and patrons 
that manage cooperatives. - the absence of 
grass-roots participation in organizing the new 
cooperatives. As a resulh, the new cooperatives 
are not likely to be any more successful than the 
earlier attempts, 

In addition to questions about the control and 
political potential of cooperatives, there are 
other factors that influence the success of Coop
eratives. Experience suggests that cooperatives 
dealing with export crops have been more suc
cessftil than those that deal with Food crops 
because many export crops reqluire further 
processing and, unlike food crops, they often 
cannot be used for domestic consumption or 
sold easily in rural markets. A centralized 
marketing facility is,therefore, easier to organ
ize in the case of export crops than for most 
subsistence-related productive activities. Also. 
crops that require processing provide scope for 
economies of scale where the value added is 

usually substantial. 

Although promotion of Food cooperatives con
tinues to receive enthusiastic support from a 
broad range of intere.,-s, their success has been 
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limited. Even in Kenya, major crops marketed priateness in distribution by cooperatives re
through cooperatives (other than coffee) are duce return to input use and yield an unreliable
predominantly cash crops, with the exception channel for further promotion of new technol
of milk. To date, cooperatives have marketed ogy (ele 1981).
only small amounts of food crops, except in In summary, cooperatives should not be seen 
certain maize surplus areas. Cooperative man
agement has rarely been found to be efficient as a single alternative to either markets that are 
when commodities are bulky and low value,e.g.. maize, or have complicated and expensive omiated by rvate treas r . s eoperated p 0rastatals for two reasons. First, thee~gh. vema zeoro mp ica ed a d e pen ive observe -' failu res of eith er public or privateprocessing requirements, e.g., cotton and sugar. ser ailurs ofeieructor priatsector agricultural marketing structures, e.g., 
Cooperatives may be effective in selling inputs, excessive price differences among markets and 
as market margins for fertilizers and seeds are monopolistic practices, are in reality due to a 
often fixed through government policy. Nor- lack of competition and/or weak marketing
mally, if demand for inputs is low, private infrastructure. These same problems would
traders are usually reluctant to get involved in hinder the effective functioning of cooperatives.
input distribution, as costs of distribution tend Second, efforts by governments to propose 
to be high in relation to the prices that can be cooperatives as a middle ground between pri
charged. As a result bf these factors and to vate and public sector marketing structures In
reduce the problem of adulteration of inputs, the hope that such an arrangement allows 
cooperatives have been encouraged in many government more control over marketing are 
countries for input marketing. Even then, effec- doomed to failure. The experience of govern
tiveness in getting inputs to small farmers ment intervention in cooperatives makes this 
depends on timeliness of imports, the extent to abundantly clear. If, on the other hand, effi
which small farmers can make use of inputs ciently managed cooperatives are encouraged
effectively, and the effectiveness of the system of to operate simultaneously, i.e., compete, with 
distribution. In reality, the delays and inappro- private and/or public enterprises, they can play 
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an important role in increasing competition and 
improving services, 

Summary, Conclusions, and 
Implications 


Most of the policy reform programs implemented 
by 	marketing parastatals during the 1980s in 
Africa have emphasized the need to improve 
performance by applying commercial criteria to 
their operations. Most commonly, these criteria 
require the elimination of losses with the result 
that part or all of the agency in question is 
privatizecl. Traditionally, however, most African 
governnments have been reluctant to allow any-
thing other than selective and closely regulated 
private sector involvement in agricultural mar-
keting. This reluctance stems from seeral 
concerns, including the loss of political power 
that can accompany economic clecentraliza
tion, erosion of control over crucial economic 
functions such as flood security, doubts about 
the ability of the private sector to perlorm 
essential development tasks. and the loss of 
revenue optortunitics. I listoricallv, it was these 
concerns that caused African governments to 
substitute state marketing organizations for 
the free operation of agIicultural nmarkets. A 
common manifestation of official reluctance to 
embrace the private sector is the renewed inter-
est in marketing cooperatives, in part because 
of their potential to serve as a middle ground
between the public and private sectors. 

The experience of the MADIA countries sug-
gests that these issues need to be examined in 
a broader context, beginning with the need to 
establish a pattern and custom of exchange 
relations in the small-scale agricultural sector 
as a prerequisite to (Ile successful operation of 
markets and sustained growth of agricultural 
output. The development ofexchange relations-
as distinct fomnmarkets per se-contribute to 
efficient resource use in a variety of ways,
including allocative efficiency, increased re-
source productivity, interregional specializa-
tion, adoption of new tcchnology. and produc-
tion incentives through improved access to 
goods and services. Expanded exchange rela-
tions, however, require that an agricultural 
surplus be available for exchange. Generating 

an agricultural surplus, however, requires the 
presence of exchange opportunities, hence, there 
is interdependence between the two. In order to 
develop exchange relations, then, it is neces
sary to ensure that subsistence needs are met,
increase agricultural productivity, and provide 
the correct environment and opportunities for 
exchange. 

The iole of agricultural marketing institutions 
is to encourage the process by helping to meet 
these needs. 
In attempting to meet these needs, the six 
MADIA Countries have tended to conform to a 
pattern that has been common throughout
post-independence Africa: replacing private 
trade with govcnmcnt operated parastatals 
and/or cooperatives.The rationale for thisaction 
has heen that public sector intervention is nec
essary to 

* reduce the inherent riskiness of agriculture 
for small-scale farmers, 

• 	promote price stability, 

* 	 provide revenues for public investment. 
* 	 support large-scale investments that the pri

vate sector is unwilling or unable to attempt, 

• finction as a buyer and/or seller of last 
resort, and 

e address the constraints imposed by inade
quate financial markets 

-all of which are regarded as necessary ingredients for expanding exchange relations. 

The experience with public sector intervention 
inagricultural marketing in the MADIA coun
tries indicates a clear need for agricultural mar
keting parastatals to become more efficient, 
e.g., witness the experience with marketing 
boards in Tanzania and Senegal. Although there 
is a tendency to assume that the failure of many 
parastatals is Clue to inherent inefficiencies, the 
sources of inefficiencies often lie beyond the 
control of the parastatals, e.g., pressure from 
the central government to overstaff. The per
ceived inefficiencies may also be due to develop
ment functions that the parastatal is obliged to 
perform-typically without reimbursement. 
Nonetheless, policy reform programs have 
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addressed the inefficiencies by imposing corn-
iercial operating criteria, often combined with 

the stipulation that certain functions-and 
sometimes entire agencies-be privatized. While 
acknowledging that the perforniance of many 
parastatals in the MADIA countries has been 
disappointing, it is important to recognize that 
the interests of farmers are best served by 
promoting competition in the provision ofagri-
cultural mlarketing se'rvices while ensuring thatcertain mlinilmun services are available. Th 
cetainunii-nthat the sriate available. Te 
plrovicle the nccSSi.It elrite s is as eloneouS 

as the judgment by national governments that 
parastatals could effectively replace the privatesecta ast (iculturalmarketing. t 

Therefore, in order to achieve success in the 
broader context rle rred to earlier-expanding 
exchange reaitins.nagricultial surpluses, and 
markets-it is necessary to ensure oth in-
creased compeition and the provision of cer-
tai lininml agricultural marketing services. 
The private sector can provide increased corn-

petition and can clearly l)rforl- sonic asks 
more efficiently than parastatals: however, the 
l)ublic sector mIulst ensure that certain require-
fnends are neit before the private sector can be 
expected to Fuinct ion effectively. These include 

" ci('11ouraging tie developmtc ofan entrepre-
neurial class capable of underltaking risk: 

S 'n'ou'aging free ('i-y into niarkcts: 

o creating adequate infrast rittire, Iansport. 

and 'onnnnnication ntworks for the eMi-cient oveIV'tlciit of goods: and 

prColiOtg effic'ilint fihialc'ial mar~l'kets thal~t 

ae able to suppl c'Otiiiilodiy nuarkets. 
At the same ti e, tHie public sect'ot" mulst be in 

a position to gmiratitec the pro\'ision of those 
Srvi'es n'cded to 'ncouiag' farimers to ex and 
exchangeiclat( ionIs by.,' plrodlcing sll-pluses a-Id 
bec'oiig inOi'' clm'pnltdepInd t on the liai-kc. These 
se'rvices includ guaranteeing markets fot in-
puts and oiult its (bliyr and seller of last 
resort) inall areas oft ile country. price stability, 
food s'c'urity. and l)roviding/c'oordilalting ill vetmnt | in ] n and physical c~apital. Al-

Iihotglh palrastataIs can1 play a role in pwroviding 
these sei-vices, thet inIust be a c'leat'amcml( ting 
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of the commercial and developmental functions 
the parastatal is expected to perform and how 
these will be financed. The weakness of many 
parastatals in the MADIA countries has been 
the lack of accountability combined with an 
overload of' ul)rofitable flunctions someltimes 
unrelated to smallholder agriculture. Which 
1,esult in ever larger marketing margins and, 
therefbre, disincentives to producers. 

With respect to the role of cooperatives, the 
experience of the MADIA countries indicates 
tlhat cooperatives must be carelully managed 
and defined. Cooperatives can.lot be used as 
substitutes for parastatals with the public sectorcontollinigtheirol)erations, sincebytheirnaturethey reqcu ire active and democratic, grass-roots 

participation in order to ensure their genuline 
suIIccess. 
Taken together, the requirements of effeclive 
agricIl1tural marketing will obviously reqluire a 
brad and long-term perspective on the objec
ives of agriculturani arketingas well as a long

tei-e program for achieving these goals. 

Notes 
I. Tis papt'r wis coauthored by Robetr Christhu sen. an 
'collonlisl ill the special Studies Division of Ilt' WortdBank. It relltt research kelli' underti as parl ot it wider 

Woild Bank i'rstearlth sluly dircctedIy Un on Iantu IXit 

iing agi(uilii l dtivelopinnt it) Atrici (MAI)iA). 'thn
MAI)JA study has in\'lvc t('tail(dt ataysis of six Atrilian
 

cunlitries [lKcilya. Mailai. it "i:nzania in ist Africa and 
c aemeroon, Nigerian and S mgail in West Atrica). Seven

olher donors (USAIID. UI(ODA. l)ANII)A. SII)A. the Irench
nlld West ('tillnll goVinl' ltIi ro.nd the I'ECj an. pinrti'ci
pnting il Il, Stdy, which ilas tlle nninaIrlleas (Iflous:
( i(I IthoOl riteiisthi a k a(t , ntofs le llaltl O'('l(o lll l til, agri
cultural policy to agri'ultiil pertoruanill'c o\'er tIhe past 20
 
o 25 y'eais: 2) donors's in Ih' dc\uV'lutpulit ofagdliri-
In': and (8) the potlilrs of agrietiilurnl poticy. ('urr nty,the results of reseatcih arc tuing distilled atith) scri's ui 

t otk-- uigth. conlllt-ym-sp(,ifi(, v'otinics: ross-eollllx pa

lers: and Syliilhesis v'olillines. 
2. Charly, 11o all ertlnliem .Wl'ttaviur is (oisishnt with iis 
assuitlltioii. 0ll)ying. lhr (Xainl)lth. iI\'Oi\'(s ising I
soltrutes Io uithiti go\''rlnlit'ill itttations that l'neilit a 
parti'icular group. frquently at i' 'Xpl('ils('f others. 

. ,Ts'ratios igiole t'llsi lrt cos tlifti'lilcts. whichcan ih'suhstalnlial, e.g.. Malai does Iliot have dircet le.to in (cian port. whereasatll otlhcr MAI)iA countriesdo. 
:s 
A 

pretbrl niltit io llt u I1'ld it ' tdler prices as a percent of' 
it(, price riealizetd by, lilt iark'tlng parastatal. 
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4. A similar point can be made for cocoa prices In Nigeria 
and Cameroon. For Nigeria. tile impact of currency over-
valuation in the early 1980s offsets the fact that Nigel ia had 
a lower rate of noina taxation than Caneroon. lie same 

poinits can varis usbe made(fabout the rate of taxation amlong thecrocttoice an g ~ und uit . F r t e t ree 
iu es fr-

East African cottrie. i[tie ini pa't of' pricinrg policiesexp~ort crops on pl-otlcci in(oc t ives ior thet s Laplc foiodexpotcrop oi prnoduseeny intis for theio o foprod 

priers for major :-.port crops to naize prodtcertprices. In 
Kc'a ,va, thew atbsence of significarnt taxes on tea and coffee 
colibinecd with tilte ahigh value of these crops results ill 
high ratio. wv'hereas in Malawi and Tanzania tile taxation of 
cxpori 'ro[)s it wan s ti at tIhe ratio is tnuchi lower than would ( 
otherwise b tie casc, thereby i Indicatinrg thaiat maize has 
been a considerably nore attractive crop than the export 
crops in Malawi and Tanzania. This helps to cxplaih the 
emphasis placed oi rtize pro(duction by snallholdcr 

producers i Tanzania and Malawi. See l.cle and Meyers 
(1987) for a dtailcd ccountt oftrendsi inaizc and exportcrop~s iine ('ii (If tict East African coin tries. 

5. Although we (10 not disagree with tile need to inmprove 

several asp(cts of fertilizer inmportl distiibutiion, aad pric-

ing arran ennts, we hta\'( argued elsewhere that a more
cattiotus and a inalial approach is necessary ill order to 

design a policy that encorages fertilizer use by taking 

accluntlrni (f both tie price andlonprice variables, e.g.. 
tie 

qu0 ality of cxt nsioll services. ti rlitness and reiiability of 
fertilizer supl)lies. and tle availability of crcdit (lx'le. Chris-
tlarnscr. alnd Kadircsan forthcoming). 

6. As air example (I'a more specific reform effort, tre World 
lank has attrihruted ttie limitations of Kenya's cotton 

indust 'v to tilt' institutional weaknesses of the Cotton Seed 

and Lint Market ig Board (CSI.MI). file failure ofresearch, 

and the volatility of clirnat( and 
 lit' world totton riarkel 

The 1985 inidtern review mission If the Cotton IProcessing 

and Marketiig Project nrad' liberal iza tion of (ott tin trade 

arrdt divestiture of CSIMI a ('oditilonof project extension, 
Thc World Bank regarded pri'atization as a possibility. but 
the governnnt look divestiturre to Iricanl tie return of tile
 
gins to tire cooperativ'e steclor (Lele and Meyers 1987, 

74-75). A inumber of isstes concerning Ill( cotton sector 
renain oitstanding. One (oncerns tie rraning arid pace 
of privatization advocatcd by the World lank. Sorre oh)-
strvers argue that small itinerant traders can handle 
('oton purchasirng fronr producers. but that credit markets 
are not yct well enough developed to finance (-ollori trade 
and that privatt' entreprneurs are Unlikely to operate tile 
coltot(n processing itidtrsiry inrlt'c inrnediate ftulre. 

7. For a more detailed account of the liberalization ofgrain 
trading set Christiansen and Slackhouse (forthcoming). 
For the details and cOjisCqureces of the fertilizer subsidy
removal prohranaseen It (forthcom'ing)t Chrcst-ansen,and Kalresan (fort conl R.: and R. Nat han Associates 
a1987). 

8. Concerns over the ability of the pi ;vate sector to furnction 
effectively seeri to (enter on Inexperienced entrepreneurs 
(a variant of the Infant industries argumnent): ethnic group 
dominance of crucial markets, especially food; and the 
need to perform certain developmenit functions that are 

inherently loss-making and therefore shunned by the 
private sector. 
9. The risk associatd with reliance on rain-fed agriculture 
is frther compounded in Africa because climatic var

t	 atio nis are nmuch greater in most of A frica than in N orth 
America or Europe, not only because the low, declining, 
aorand highly variable rainfall experienced in Africa in recent 
years is a problem, bill also because the availability ofinfornation regarding the likely failure of rains is poorer in
Africa [han elsewhere {lele 1988a). 

10. See die Wilde (1967). Rut henberg (1980). Collinson 
(1972). Wet (1979). B3alcet and Candler (1982), and Leic 
1988a). 
11. The availability of' imported food and, therefore, 

reliable supplies of food for farniers dependent (In the 
market can also be jeopardized by shortages of foreign 
exchange and the vagaries of donor food supplies (Lele 
1988a. 200). Shortages of foreign exchange are common, 
given the volatility ofpriiarv commoditymarkets on which

of ma-'cnno"~r ~ iaktstn~hmost African countries rely for rmruch of' their foreign 
exchange earnings and enployment. Fora detailed discus
s1on ofIthe degree of dependence on agriculttre as a source 
of foreign exchange and eniploynierit see Lele (19818b).12. Il India, for exalnple. n ch of the early inpetts for 

intervention iii the forni of srpport for agricultural prices 
canie fronm tire need to ensure a guaranteed nininlI,1n 

return so as to facilitate investlment in new agricultural
technology. In tile context of agriculture Il developing 
countries, wide fluCtuations ili prices are seen to be a major 

cause of farnrcrs* reluctance to depend wholly on the 
market. especially for food. 
13. An additional production oriented argu'rent for price 
stabilization has been madce In tile context of correcting the 
doinrestic terms of tradce for agriculture in order to encour
-ige long-termi growth. While improvement in the ternis of
 
trade ill favor of agriculttire tiiay induce sone inrnediate
 
aggregate supply response, a sistaitied response cannot
 
depend oi continured price increases:
 

. . . Upward price adjusitmernts cannot be expected to 
conltiue once the initial price distortions have been 
corrected, especially Il \,fvew of the limited international 
mrarket prospects for many of Africa's traditional export 
and food crops. Once the price distortions are cor
rected, important issues regarding long-term agricul
tural growth rtlatc niore to the stability of the pricing 
environnienl. (Lele 1988a, 209) 

14. See le (fort licomin. Christlansen and Southworth 

(1988), and Mellor 11978). 
15. Despite lie benefis oft ransport iifrastructre, Under
investment has ben characteristic of many Of tie COl

oele.tries for the following reasons: (1) the benefits are long term
 
and difficult to measure: 
(2) the link between nmarket devel

opment and transport networ ks is not fully understood: (3)
because benefits to rmarkets are indirect. they are less 
tangible: (4) cmploynrent potential of other prospects are 
greater than with road naintenance; (5) concentration of 
power ill central governrents means that local govern
ments arc generally unable to maintain roads: and (6) the 
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lbeneflts In terms ol' Ilit'i1g the country (economlalIV anli stun of selling, buying. and direct expenses from AtD
politicall v) are freq utentlv overlooked. For a 
acco 

more detailed MARC's traditg accutnts. T hese 'osts inc'lude transport.ofo e links betweetn transporiI ift-istwiu-tre and packing. and storage ('osis: atiction floor .harrges: insuiragriictltun-e see Ga\viria and l Lele lfhn'lhu'oti.oJ and Ixhc, ance: marketing costs: grading. ginhning. mliing. andGaviria. and liindlisi (forthcoming). fIminigation co'sts: and sue distributiion co'(sts. Adnuinistra
16. Sotar-. Atri(.ani gioIvernmi el is .lvcIid.dt oiview private tive costs are comtiprised of expenses inctrred by ADmodern' ent reprenuitrsii as atit il t ii tstrv to he MARC's I eadIl offic'es, su'i as salaries an1d tra'el expensesdevt'llped and 11u irted lrg'ly throutgi tile establishmenit of'eentral oflice stalf, legal and professiunal lees. rent, andof public nte prises. Fr exaiple. li Malawi, Asians are insunce costs. Finaleep~rohibitedl fumoin 'lsts (IIonsist f inIercst avabletclga ing. ill trade oillsicde the"four desig- oil long/-terl oans and bank o\cedralls.
 
latec I tball a'eas ill the ('Ioltlv. Rectntlv. whell the 2 1. lor th I 
 oeniemd1)978/79 to I980/81. Ili. avelage sizesyst'mii of icu''ltlnl trading Wias hlbe'alized tI allow ofADMARC'sprxiv'ate tradehrs ainik overdraft was K 2.5 lilion oI-K 12.6 perIcopulrchase. sr'hc'ted crlops d~irctly 'cv nnl ton ol ptirc'hasc.. its comnparedc to K2 1.2 mnillio)n of- K6-1 per 
prllucers. Asians w''re deli'dl petrnission to 'tligiage itl Intf illnlr.hasts lot- ii' 1.984/85 to 1.986/87 peridcl.

sth Alth t innt industries auTIi
iav ' peal as ;a t( t \ ice tFio r p 2ade. r osts bo' s It atp~ l~t t ing Alt'ic j inred ADMARC( flt .- 'l s e l s ign ific. a I v si 'e 19 7.( (I have inn d*l- r g(>lv t o d ea l o nprenc t'l s. as is the 'as e' 'i Ill OthimSt Ia(t' Ittis b a e Illo'(l I c e i 9.g (II i r 'ly i al ta o 

t'ed for protcti8). ther is thelihelcv tn( sl't r in' ffi
icnv. Baluer (1.98 ) h a gi d hat restrili..govern- IiIII't rotes. See Left. f r-t lu'otnlIlhi).
elit prac'ti'es.. I)gavguarll (Ii ig Aft('ri enIrepreeit't rs 23. Tu'e tproblems that Al)MARC has sufftred Iilaxre ipnofit., ha\'V e nded to undcer-lllinv till' imnporutall.ce this regard)l* call have serlious conseqlueces for filn-fiers, confidenlce Ill 

risk beat'ing, tIheteby ar'etilg tint trte ofl (l'''lopili., the tllarkelitg pairastatal atid. tle're'fore. willingness lo 'ely17. This mat colonial A'icatrizd was not charac- tat'keist' batv tadilioie of' pblic' a li direica td 
on narkels lot I*ood slpplies. F'o" ann (''oulit of lthe itipattoard'- I( lellys in AI)MARC's purc'ha.ses see R. R. Nathan Asso

mp r o'v)\ oof1 , d o[)ttii('menctitettelctittes (1987).I in g. th e' coll p .t i l i\ . . l i ess st ic' 111 luk els , ats c i t s {If 8
 
was India. wIre ti let
Regilalt Market A'ts inmprov'(d tit' 2.1. Anolher examntple of' tei( government's inluc'c' (Instaidardizatiot of* w'eight s. lt'asut'es. gradcs. and tita'- pa'astatals is Ilie 'ase ol'omestic. Iod graitis. The NMC iskv'iing chares: establishe~d thiv incillid of 'collec'tion and reqluiredl to purxchase atllpri'ces set to encounx;re p~rodcution
dis.secminlalion ol1 iric'e inlormation:; andc broaldeneccces.s and se'll atl pric'es set to alhlow C'onstllxn(.-s acc'ess to food atl 

lhvOtradilalgclass institutional credit. Thi. Agrit.ttltotral t rt'tsttxlaleh'cost. FIort'xample. betweeti 1972 to 1975 atidl'rodu tce ( raditig anod Market ing) Act of' 1937 euowttltered 1978 1981to it real t'rmis. tli' govertitnmet loveredtile idial governit Ito ikemitru's tt hlie
lay hvdolil grades ittalgiti it niltize to sc'ittie cotv'rscIi by itlitIt 55 percentand standad's lt agricultural podi e': is'sue( 'ertific'att's (World Bank 1983). while dutritg ti siiil' p'riol offi'alIo Iotgalizations oftpilittit's tdha wish tol affix Illt p't'st'i'iii'l plroduc'ir pri'es for tmaizt w're raised by 2-1 iterc.entt antit'ademlrks: and exet''cise (titalit ('((lit rol oi s'h radeit olfic'iala ('lnslII'l"prices were lowered 1)'v 23 pert'eent.

produce (IA'h I977). 'l'hllatsenc'e sl'h itof areglatolw
iu'aiti Accirding to fit' [e;til itivestigatiiig ,lit' NMC's fitiaticilfit Ali'ica iilav he e'xplaintcdI by filt' abselice (Ilati afIhirs, in 1981/82 gtlv't'niii'nt-st'l retail iri't's for pr'indigecinlis class If* tiiol'yv'tidcrs and trdet'rs. sigtlifvyitg fer'red cere als. drouighl slaples. and puls's were Ibelow tillli' less developed rnral capital and ('lliitllitv titarke(s il NMC's retail eosts (World Blank 1983).iist parts (lAflrica. Man ,dolors have. h we'e. paid littI' 25. F olrInure detailed accounits of tli' rolt of instih tionsa; tc'itiont tol inivestigating syste iicll yll\ lit' prevailitig ini'iriclttnrtsee [le,'.illllk(el con vaill]deWalle. a l (;belibonio(988):lditionls of. the rolhe of/go\'e.xinllients fitl promnoting IAx']. Chlristianlsenh and Kadire_.saii [Forthcomning): Jallimlxl
 

su~ch] 'zcn itionls. 
 a111d lXIlV (19.88): Mid lCoe et ill. (f'01xthC'€lllng).
18. It hls b 'l dh'tiltstt'aled by litidai e'. M t('stllokl. and 26. The tceitati\'e natu re of tli's' t'stinates sliotll beSotbsang (I 988) t hat ill mnost Afric'an olnitris. wages itj cttllliasizel. as slonuld ebI a ltals are' oilcli lliilll Ihan folr comp 'btalel~ go 

t lit fat'thatf ising (ifle'rt'nt datariV(Il- sO~I(' llrC MayV hange the €conluhsionls. Foru examle](.goV(erl
illnt ilsitiontis. w hile p ivte c'ialii ts have hig l iai i[injnIti il gi\(t i Iiir gloonii' r[i t irll hi Nige'ia. while inscales Ior skillt'd w oli'kerts ii( lowe r'scal' s oritliskilled K 'n a gov li 'ineiit dfata s iggest
wvorker~s lhanl do( Owl {ovel'liiills. Focreixali .il)iiZ.lllil)ila, avililalbilily-the, opplosith, €f 

iii l ipr vt'tniittit iii Fiod
 
' whait FAO dla~sugg!.es.s Thepa~rastatils silaij, le\'v'. Ifor unskilled workers rangedSI' l -oll dependicl'le c e' of'oneC',s c'onluhsions. oil one,'s data sourIces ill
13 tol .18 iereit ove - g l nm'eTnii
t'nilevels (I.tdaicr.M 'e- this tiiltext is disC'itsCd l l i tlig papetrfot'th liCu by IA'le,soik , iid Solt'l .ict ig 1188. I3). \VestIlake, and lislisii . 

19. Ai e'ttlinl)hl(fliu latletr itt( 'ret t ititi ifn t ft tlit' strat.'hgt 27. See Chi'isliatst i ntitl St it'kliits' )loi-lhconiiitg), Ix'legrili rese'rve' ili Maaitiwi. Althouglh Al)MARC borrowedl i'I icottiio , itntd HItowbt'ck (1988).

ioi t c o onItistrI' t tit' r serve aid pid for t lh ait 
 28. flistori'ca lv. Al)MARC ias financ'e l its iss iheon 


h il)) td fur tfis ewe 
 Inig tej tciItiati t rlze througihi subsldy froii Itle prtllist';tusrted lit obJacc anid grounditi traing. Recentrd20. lotail market itig l)rlcecosts plus tile vtlie tif PityniltI tls Ij iicreases for Iit'se c'tintiommoditits pi clitude this ntlhod of 
prodtic''rs eqials [lit' ttI expetist's. l)tre, oitns are t'it tianig t it fttiitue. 
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III. Discussion Committee
 
Reports
 

Summary of Discussion 

Committee Reports 
Conference delegates were divided into discus-
sion committees following the keynote presen-
tations. Each of the seven discussion commit-
tees spent two days discussing the conference 
theme, which was agricultural growth and 
market town dcvelopment. Each committee 
included a diversity of delegates: urban and 
rural experts, fitners, large- and small-scale 
business people, publishers, engineers, econo-
mists, sociologists, anthropologists, government 
officials from many African countries, and rep
rcsentatives of many doiior agencies. The 
commitltees' conclusions and recommendations, 
which were presented to the conference as a 
w hole, arc sum marized here. 

Market Towns 

" 	 In the words of one committee, the market 
towns under discuission at the conference ..represent a leap in sophistication from the 

traditional market centers which arc typical 
of rural Africa." To promote improvements inagricultural productivity, traditional marketcenters that are now limited to very local 

exchange must be transf'ormed into marketexchnge mstwibe trnsfmed in makt
towns that will be linked to other trading and 
processing centers. The committees agreed
that market towns can include large as well 
as small towns and that secondary cities and 
other towns also have important roles to play 
in stimulating improvements in agricultural 
productivity. 

" Market towns that promote agricultural 
development serve many functions: 

Discussion Committee Reports 

* 	They are communities where farmers and 

others can buy the goods and services 
they need. 

They are centers of information for farm
ers on prices, markets, and technical op
tions. 

a They provide storage and processing fa
cilities, buildings for traders, and places 
to acquire farm implements and other 
farm inputs. 

* 	 They can be training centers. 
* 	 They are sources of formal and informal 

sector credit. 

* 	 They are centers of primary and secon
dary education and health care. 

9 They arc administrative and government 
service ce n tr

service centers. 

* 	 In selecting sites for market town projects,
locations that are already economically ac

tive should be favored. In general, stagnant 
or declining areas should be avoided. However, selection criteria should be flexible. 

There may be a strong case to make for 
selecting previously neglected areas for po
tential _.'velopment based on the availabilityofnatural resources, the eradication of pests, 

or an increase in producer prices. In addition, selection criteria must be economicallyand socially sound; too often, the choices 

have been dominated by political considera
tions, leading to projects that cannot be 
sustained. 

Local Government 

* 	 Effective market town support for agricul
tural development is associated with the 
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decentralization of' responsibilities to local 
authorities, since the local government is in 
a position to be more sensitive to local devel-
opment potential and needs. 

" 	 The case for decentralization is rein-orc d by
the need For projects to be sustainalc and 

independent of central government subven-
tions. To this end, l)rojccts should be based 
as much as possible on local human and 
financial resources. Ilowever, it is unrealis-
tic to assume that it vill he possible to rely 
entirely o- local resources, particularly For 
c)Lontrics al an early stage of development 
and for smaller market town projects. 

" 	 Effective decenlralization requires taking 
steps to make the local government less 
financially dependent o te cntrl go 

niient. Strenuous cffbrts should be made to
raise more l revenue

lesal husropy tevp
melnt levies and business and property taxes. 

Raising local revenue will be easier to achieve 
if*people can see a close association between 
the taxes and charges they pay and the 
services they receive. This is a more difficult 
association to make if all taxes and charges 
are remitted to the central government. 

Institutional development, training. an~d 
tehnlocal assistrne ti1eaparc to aae 
te local government the capacity to manage 
its own development. Particular attention 
will have to be paid to financial management, 
including revenue collection. Training will 
also be required in the areas of tax assess
ment and valuation. 

Local anthoritics, )articularly those from 
larger towns and market towns servicing a 
large agricultural hinterland, should have a 
business promotion function. An economic 
development officer could be appointed to 
market the location to business people from 
outside the area and help local and outside 
busincss people locate sites. deal with infra-
structure supply agencies, and meet regula-
to-y requirements. 

Infrastructure 

* 	 Poor infrastructure was identified by each of 
the discussion committees as a major con-

straint. There was widespread agreement 
that better main and feeder roads would 
probably do more to increase agricultural 
productivity than almost anything else. 
Many-if not most-market towns in areas of 
high agricultural potential have very poor 

roads, water supply, sanitation, electrical 
power, and telecommunications. 

• Care must be taken to identifyr the most 
prodUCtiveinvestnlents in infrastructure.The 
problem with meeting infrastructure needs 
is that the necessary long-term financial and 
human resources are in very short supply. 
Long-term infrastructtre maintenance and 
rehabilitation absorb most of the resources 
that can be raised. In selecting the best 
infrastructure i)rogrnams, it is important to 
trace the benefits from tile market towns into 
the rural areas, from urban to agriculturalactivities. Further research into rural-url.an
likgsvllhpanytsoadseecin 

linkages will hei analysts to advise decision
 

* 	 Market towns and their hinterlands would 
benefit greatiy from attention being paid to 
the maintenance of infrastructure. In par
ticular, many roads are so badly maintained 
that they effectively cut farmers oft' from 
markt( towns. Road maintenance wasthought to be so critical by some of the com
mittecs that they recommended setting up 

svecial road maintenance funds based upon 

Informal Sector 

Due attention should be paid to the informal 
sector, where many microenterprises flour
ish. This sector employs almost everyone 
working in the smaller market towns and the 
great majority in larger secondary towns. In 
most cases. support for microenterprises 
means ceasing to discriminate against them 
in terms of ,egulatory requirements and 
access to suitable sites. 

Means should be sought to improve the 
supply of credit to all microenterprises, in
eluding those in the informal sector. Some 
committees thought that the key to this is 
granting secure land tenure, so that property 
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can be used as collateral. Others tLrgcl that 
improved access to credit not await lengthy
and expensive land titling exercises, citing 
cases where credit is made availal)le to farm-
ers and urban business people on the basis 
of individhal trust and colfpl)etence. Coop-
cratives and "solidarity groups" can also be 
set up to overcome problems associated with 
the lack olphysical collateral. All committees 
agreed that market interest rates should be 
charged, 

Multisectoral Relationships 

Nongovernmental organizations (NGOs) tend 
to be very active in market towns and rural 
areas. There was some disagreement on how 
to incorporate their activities into market 

4% -fin 4 

town projects. Some committees favored 
formal integration or strict government super
vision so that government and NGO agendas 
can be harmonized. Others Iavored a more 
informal relationship. -lowever. in designing 
market town programs, recognition should 
be given to the important role that NGOs can 
and do play in promoting programs for 
women. In many countries, the trading ac
tivities that link farmers to markets and one 
market to another are organized and carried 
out by women. 

Market town projects, because of their 
multisectoral characteristics, provide a
unique opportunity lor donor collaboration 
and for a particularly close working relation
ship between donors and the central and 
local government departments involved. 

Discussion committee members debate the Issues raised by the keynote speakers in their presentations. 

Discussion Committee Reports 
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Report of Discussion
 
Committee 1
 
Chairperson: Robert A, Obudho, Associate 
Professor, University of Nairobi, Kenya 

The policy issues and recommendations offered 
here are to assist in understanding the interre-
lated nature of agricultural productivity and 
market town development and to assist in 
developing strategies on how to facilitate agri-
cultural productivity through rural-urban link-
ages. 

What is a market town? These are growth 
points, some ofwhich have developed as admin-
istrative centers, where people go for services. A 
market town is popularly known as a trading 
center. A town could be a central place within 
an agricultural area characterized by the pres-
ence of specific infrastructure and institutions. 

private sector environment is notIssue. The 
conducive to private sector participation in the 
development of market town agriculture. 

Recommendations 

" 	 Simplilf government procedures for private/ 
small-scale investment/enterprises. 

* 	 Create good producer price incentives. 

" 	 Remove constraints in the land tenure sys-
tem. 

* 	 Provide security of ownership of land. 

" 	 Establish land use planning mechanisms. 

* 	 Create an environment to encourage private 
investment, 

Issue. Financial and credit facilities are not 
available to local participants in the develop-
ment process of a marketing system. 

Recommendations 

* 	 Make credit available at market rates, but 
relax the borrowing criteria. 

* 	 Open financial institutions/banks/mobile 
banks. 

• 	 Provide business promotion services in 
market towns. 

Issue. Women, who are major participants in 
the production process and in agriculture 
marketing, do not have equal access to serv
ices/opportunities. 

Recommendations 
* 	 Ensure that women get equal access to land, 

credit and other investment opportunities. 

Issue. Appropriate research and training pro-
Is s a ropria e r a a tiin at grams are not available for local participants at 
market towns. 

Recommendations 

0 Set up business centers. 
a Conduct research within similar agronomic 

regions. 

* 	 Encourage national/multinational organi
zations to carry out research and training in 
marketing areas. 

• 	 Encourage vocational training at business 
centers. 

Issue. Infrastructure is given inappropriate 
priority and provided with inadequate resources. 

Recommendations 
e 	 Decide the critical infrastructure in order of 

priority according to regional needs. 

* 	 Encourage the private/public sector mainte
nance of infrastructure through the use of 
fees. 
Set up a special framework for proper link

ages between market towns and other cen
ters. 
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Issue. Limited access is provided to small enter-
prise opportunities related to market town de-
velopment. 

Recommendations 

• 	 Encourage support of the rural sector. 

" 	Encourage investment incentives in market 
towns. 

* 	 Use appropriate local technology/material. 

Issue. Power and decision making are concen-
trated at the national level. 

Recommendations 
" Decentralize the public sector to the local

level, 

* 	 Delegate collection of revenues to local au-
thorities. 

" Avoid duplication of services/activities, 


Issue. Some areas lack peace and security. 


Recommendations 

* 	 Attempt to ensure peace and security for the 
entire country in order to facilitate economic 
development. 

Issue. Criteria for selecting sites for market 
town development are inconsistent. 

Recommendations 

* 	 Balance economic feasibility/viability and
 
equity objectives when selecting sites for
 
market towns.
 

Issue. Parastatals fail to fulfill their statutory 
roles and cooperatives fail to improve their 
perlormance. 

Recommendations 

" Give parastatals operational autonomy. 

" Gear statutory laws toward market town 
development. 

* 	 Review and account for use of public funds. 
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• 	 Encourage, strengthen, and support coop
erative activities. 

Issue. NGO involvement in market town devel
opment is not controlled and coordinated. 

Recommendations 

* 	 Improve the control and coordination ofNGOsin 	market town development. 

Issue. Donor and host government developnient programs lack good collaboration. 

Recommendations 

* 	 Foster better collaboration between the donorand host government in market level pro
grams by adjusting to the recommendations 

above. 
0 Initiate market town development from the 

grass roots. 

Issue. Market town development programs lack 

continuity following termination ofdonor assis
tance. 

Recommendations 

* 	 Withdraw from projects gradually to facili
tate the sustainability of benefits. 
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Report of Discussion
 
Committee 2
 
Chairperson: DavinderLamba, Executive Director, 
Mazingira Institute, Kenya 

Following is a brief account of the issues that we 
considered, but which do not appear in the 
subsequent account of the issues and recoi-
mendations that were agreed upon. In some 
cases the issues did not lend themselves to the 
formiat (I issues and recommendations, and in 
others tile lack oltimle. expertise. orboth did not 
allow ite ('ommilttee to go as d,'eply into an 
issue as it would have liked, 

Market Towns 

Some of the initial period in the committee's 
discussion was devoted to the definition of a 
market town. It was soon decided that size itself 
is not an indicator. fOr although there are many 
small towns in which the market is a dominant 
activity, the market is also a feature of many 
larger tovns. Thus the dominant function of the 
town was considered the most important indi-
catar. and it was decided that towvn size wouldat be (onsidered a lidi ting It tor in d letermin-
ino whcher a town is or is not a marketow 

Areas of Low Potential Productivity 

Certain areas of lmany countries in Africa have 
a low level of agricultural productivity. Oie' 
cause of this may be a lack of opport lity for 
higher prodtcti'ity due to climatic and soil 
conditions. There are no obvious interventions 
that Call increase )rodtmCtiOll ill these secIors. 
but there may be a need to facilitate marketing. 
The problem is that lack of a regular and 
convenient market for livestock makes it less 
likely that they will be regarded as a sourc,, of 
regular income. Typically, they are often kept inl 
reserve as insurance against hard tiles, bill 

,when hard times co". . generally as a result of 
drought, prices are a. their lowest and the value 
of the asset is not realized. No conclusion was 
reached about whether the marketing activily 
should be linked to an urban center. 

However. from the experience of the committee. 
it was also noted that there are areas of low 
productivity where output might be enhanced 
by improved markets and urban development. 
The question then arises as to what types of 
investment might be most appropriate, particu
larly with regard to the dangerof creating "white 
elephants." Another and safer approach is to let 
the marketing be driven by improved agricul
tural output. Much depends on conditions. For 
example, where a new road has opened a region 
to larger markets, this might welljustify spend
ing money on urban development so as to 

encourage increased agricultural output. 

Another factor considered was that of equity.
The COlmiittee discussed whether it is fair to 
channel all investment into areas of high poten
tial productivity. Experience from Malawi 
showed that earlier attempts to concentrate on 
areas of low productivity had been very difficult 
to operate. As a result, it has now been decided 
to concentrate on developing areas of high 
potential productivity. 

Another inequity which affects all remote areas 
is that of the higher cost of inpus due toextra cost of thetransport. Some governments 
handle this by standardizing prices and en
trusting distribution to parastatals. This ap
proach is successftil when administered well,
but is difficult to operate well. Others do so by 
means ofl price controls, but it is often found 
that the margins are insufficient to cover the 
additional transport costs. As a result, the 
farmers who we-c intended to benelit from the 
price controls have no convenient source of 
inputs and have to travel considerable dis
tances to obtain them. Thus, the issue of how 
price controls operate was considered an ima
portant point of study, as was the possibility of 
reducing costs in remote areas by tax and other 
incentives and concessions. 

Cost Recovery and Maintenance 

The committee made no attempt to examine 
this issue in detail, bul felt that it was a subject 
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that required careful thought. All investments 
have inportant implications for the users and 
the operators as far as costs and maintenance 
are concerned. On the one hand. there is the 
issue of hov costs are recov,ed. In the case of 
utilities and commercial or quasi-comniercial 
facilitics. the usercharges may be set to recover 
the costs. In such cases. ('arc needs to be taken 
to ensure that such charges are not a dispro
portionate burden on tile users or. if a subsidy
is to be applied, that the source of the subsidy
and the consequence of such subsidy are clear. 
In other cases. sutch as major infrastructure 
lroiects. there is no obvious way to recover 
costs. Roads are the most coninion example. 
Costs do not include just the initial capital: 
maintenance is a major expenditure. Responsi-
bility and funds for maintenance have to be 
considered in all calculations of user charges 
and long-term funding by the government. 
Another issue that cotuld be borne ininind when
making infastructtle bnvelints is that. 


makig ifrasructir inestmntsis tat, 
wherever possible. government expenditures 
should generate private eXl)enditures and in-
vestments, 

Private Sector 

"Pavo themes relating to thle private and publicsectors are not covered in tile issues and recoi-
mencations. The first is the question of who 
nidowan.Noh
consns as cacquetiorofven

does what. No consenstus was reached-or even 
attenipted-on this, as it was felt that condi-
tions vary too nitch anong countries to makegeneralizations approp~riate. Some members of 
generaliations appropiatgeat Soe neded tofe
the commit tee felt that great care needed to be 

exercised in any privatization of parastatal or
 
governmient activities, as there is a danger that 

the private sector will find them mnprofitablehe 

and therefore cease them altogether, or else will 

make good profits which the government-or 
the parastatal-sorely needs to kee l) itself going. 
It was possible, however, to agree that there are 
appropriate roles lor both sectors inall econo-
ries. 

The second question concerns the impact that 
a greater role for the private sector night have 
on market towns. For example, ifra parastatal 
were to divest Itself of its operations in a town, 
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what would be the effect on employment, the 
retail sector, the demand for building land, and 
the degree of choice or consunmers? It appears
that very little is known of this, and though it is 
COmmonly supposed that all increase in eco
nomic activity mighlt )e expected from such pri
vatization, more research needs to be under
taken. 

One of !he pre ing needs of today's Africa is 
employment generation, and the informal sec
tor is expected to provide a substantial propor
tion of the supply of new jobs. Ilowever, al
though lip service is often paid to the concept of 
helping tie informal sector, it is often harassed 
in practice. The recoimenclations cover many 
ways in which the informal sector needs to be 
better supported by the ptblic sector, but there 
was one matter in which there was a variety ofopinions and recommendations could only be
made for further studly and reviewv. 

The issue. briefly, is this: Many governments 
have loan programs for small businesses. These 
are at concessionary terms and often incorpo
rate an element of technical assistance. Unlor
tunatcly. however, the default rate fbr these 
loans is quite high, and the cost of'administer
ing such a program is considerable. As a result,
tile number of beneficiaries is small, and miost
small-scale entrepreneurs have no source ofcredit apart fromn thle ustiriotus neighborhood

c d ar it the be hoh t 
moneylender. Wotld it not be better, thoughtsome members of thle committee, to decontrol
 
interest rates so that the fornal financial sector
would be willing to lend to the small business 

sector? The formal sector woldC be willing to do 
i s rates were sufficiently hi to Wo ve 

the risk. The small business sector would be 
willing to borrow under those terms, which 
would be better than available from otherIhose 
sources. T nimedid not allow this to be resolved, 
butt ewasconsidered an interesting and impor
tant area for further study. 

Donors 

The subject of donors provoked strong reac
tlions. Examples were quoted of solutions being 
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imposed on recipient countries, of unreason-
able conditiois being imposed on grants and 
loans, and of demands for excessive studies. 

The other side of the coin was expressed in 
terms of the for (ha1 tnt ensureneed donors 
lunds are l)roperly spent, but it was agreedb 
all-donors and recipients-that there could be 
no justification Ior some of the examples of 
donor behavior cited to the committee. The 
recommendations reflect the need lor better 
relations between dlonor and recipient, espe
cially in multisectoral l)rojc'cts such as market 
towns. 

Infrastructure, Other Investments, and 
Improvements 

Issue. In what ways could market centers be 
improved as places for trading in crops and 
livestock, especially livestock from semi-arid, 
arid, or )astoral areas? What infrastructure 
and other investments best assist agricultural
marketing and prouIction and the cle'elol) 

ment of'market centers? 


Policy Recommendations 

* 	 Prioritize inves:.ments to include a determi
nation of sustainability. 

" 	 Establish criteria for placement ofl)hysical 

facilities. 


* Examine price control policies to determine 
if they inhibit the availability of inl)uts. 

* 	 Examine veterinary controls that u nj ustifia-
bly inhibit the movement of livestock. 

" 	 Exaniine )hysical planning and engineering 
standards for infrastructLure. 

" 	 Create incentives to stinlulate investnent in 
market towns. 

Investment Recommendations 

" Identiv critical items in descending order of' 
importance (e.g., roads, water, electricity, 
telecomunications). 

" 	 Encourage )ublic investment that is dc-
signed to generate substantial I)rivate in-
vestment, 

InstitutionalSupport Recommendations 
9 Improve market information on prices, mar

ket times, and so on. 

Train local authorities in the areas of plan
ning. bookkeeping, tax assessment, and so 

Support of Formal and Iniormal Private 
Sector Activities 

Issue. I low would increased l)rivate enterprise 
activity stimulate the development of market 

towns? I-low could a sul))ortive environment For 
the informal sector be introduced in market 
towns? Ilow can credit be made available to 
small-scale enterprises to allow them to partici
late fully in market town developmnent? 

Policy Recommendations 
* 	 Articulate and I)ulllic"Ze a I)ositive govern

nient policy in favor of private sector activity. 
0 	 Conduct more policy-oriented research to 

detcrmine if substitution of the public sector 
by the )rivate sector leads to decentralization anid the growth of' market towns. 

9 	 Simplifv licensing for commercial activities. 

• 	 Relax building codes. 
0 Review )olicies regarding terms and availa

bility of credit to small-scale entrepreneurs. 
e Create incentives for banking institutions to 

locate branches in rural areas. 

InvestmentRecommendations 
0 	 Consider establishing a loan guarantee fulnd 

aimed at small entrepreneurs. 

* 	 Establish low-cost )hysical facilities, includ
ing health, sanitation, and clay care facilities, 
to 	support private sector activities. 

InstitutionalSupport Recommendations 

• 	 Organize marketing networks and pricing 
systems. 

e 	 Train entrel)reneurs to gain access to flormal 
facilities. 
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Interest Group Representation in
 
Policy/Decision Making
 

Issue. flow can comnhlflUInity-based organizations 
participate more efflctively in decision making 
about agricultural productivity and marketing? 
I-low can these organizations be lostered? 

Policy kecommendations 

* 	 Conduct consultations prior to outside inter
vcntions. 

* 	 Reduce government domination of the activi
ties in farmers' organizations. 

Institutional Support Recommendations 

* 	 Provide appropriate training. 

Donor Intervention in Multisectoral
 
Activities
 

Issue. What accommodations can be made by 
donors in consideration of the multisectoral 
aspects of market town development? What 
accommodations can be made by recipients? 

Policy Recommendations 

* 	 Promote flexibility, coordination, conmmuni
cation. and sensitivity to multisectoral as
pect s. 

" 	 Recognize the long-term requirements of 
multisectoral projects. 

" 	Encourage recipients to facilitate donor 
coordination. 

" 	 Provide opportunities for recipient minis
tries to participate more fully in donor plan
ning. 

Institutional Support Recommendations 

* 	 Schedule donor-recipient meetings and ex
changes. 
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Report of Discussion
 
Committee 3
 
Chairperson: E.Kalyati, Principal Secretary, Ministry 
of Community Services, Malawi 

In examining the role ofagricultural produCtiv-
itv in market town development, we began by 
stressing that the ultimate goal of these developlmentlal efforts is to improve people's well 
lpiug.t he floriat wo imoe pe o's welbeing. The formIlat we adoptled wits first to con

sider the issue of increasing agricultural pro-
duct ivitv. I Icrc we discussed pr"icy, implemen-
tation, and ilst itut iou al support measures. This 
was followed l)y a consideration of means to 
strengthen mar'ket town dcevelopment. 

Agricultural Productivity 

Issue. WithIrgard to agricultural productivity, 
ve recognized the existence of many different 

kinds of farmers (large- and small-scale ('om
inercial farmers and those working oil comni-
nal lands) and tlhir importance in agricultural 
development '1 rategics. Agriculture also needs 
to be ('onsidCre'd in its rolC as a residual em-
p)loyer with the illeans to slow down the drift to 
urban ('enters. While specific measures may 
need to be directed toward different categories 
of farmers, the following general policies can be 
followed to st iun late agricultural development: 

Recommendations 

" 	 Increase producer prices. 

• 	 Set fair prices for farmers' produce. Defining 
what constitutes a fair price, however, is not 
always easy. since the cost of production on 
the local level may be above world prices." 

* 	 Establish fixed prices before planting time 
and provide prompt payment For commodi-
ties. 

" Increase credit failities. In many cases, 
commercial banks need to liberalize their 
terms. especially with regard to what they 
are willing to a'cept as collateral. 

" 	 Increase technical assistance and the devel-
opment of improved production packages. 

9 	 Streamline transportation and marketing 
systems. 

*Develop the necessary supportive services in 
agricultural research and extension. 

0 	 Give support to lhe role of womcn and chil
dren in agriculture. Recognize that many 
households in rural areas are headed by 
women, and that women in male-headed 
households play critical roles in agricultural 
production. Increase efforts to direct exten
sion and other Support structures toward 
their needs. 

Market Town Development 

Issue. Turning now to the committee's delibera
tions on market town development, we first 
debated the issue of what constitutes a market 
town. Theldefinition we arrived at stressed 
functional characteristics rather than location 
or size. That is, we focused on what functions 
towns perform in relation to the surrounding 
rural areas and vice versa. These linkagt con
siderations were central to our discussions. 
Policy areas that need to be strengthened to 
increase the efectiveness oflnarket town devel
opment include the Following: 

Recommendations 
Decentralize government authority. It was 

poinled out that functions have often beendecentralized, but not authority. Thie powers 
of local authorities and the funds they corn
mand need, in inany cases, to be increased. 

* 	 Implement revenue sharing measures. 
Establish effective education, health, hous

ung, and sites and services programs. 
* 	 Design and implementjob creation programs. 

* 	 Improve inflrastructure, especially roads and 
communication networks. 
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* 	 Promote mechanisnms to assure that all 
groups within the conuinity participate in 
planning and decision-making processes. 

* 	 Promote partnerships between the private 
and public sectors in areas such as housing, 
education, and hcalth. 

Public and Private Sector Roles 

There was general recognition that the public 
sector has anl important role to play in regulat-
ing the process of privatization. Tie committee 
strongly noted the inlortance of establishing a 
dialogue between (lhe public and private see-
tors. A clear inderstanding must be reached 
concerning the expectations and roles of both 
parties. In this regard, we considered the issue 
of who actually constitutCs the private sector. 
lere we ident ified three principal actors: slnill 

household or famiily-baseCdLbusiness ventures 
in 	the forinal and inlormal sectors: mid- and 
large-scale national traders and enterprises; 
and mlltinational In us. 

It was the (,onsenisus of the comnittee that, 
while it is recognized that omiltinationals can 
play a beneficial role, first priority should be 
given to stimulating the private sector on the 
local level. This is the only way to assume long
term benelit for the community and the nation. 
Assistance to the pri\ate sector in terms of 
business advisory services and credit facilities 
is essential. It was also recommended that 
foreign firms should make efforts to localize as 
soon as possible. 

In our discussions concerning the role of paras
tatals, ve noted that while many of their com
mercial functiols could be privatized and made 
to o)erate in the black. these organizations do 
have an important developmental role to play, 
especially in tlhe area of food security. 

The keynote presentations stimulatcd an inter
esting discussion on the role of donors and 
especially of "white elephants." It was pointed 
out that the long-texrn sustainability of projects 
requires careful review by the donors them
selves, the national governments, and local 
commntities. It was recommended that we 
embark first on small-scale projects, that do
nors pay recurrent costs, and that more atten-
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tion be paid to training. Training is especially 
important in light of efforts toward greater 
decentralization of authority. We need trained 
officials at the local level. 

The issue of NGOs also came in for discussion. 
In many countries there has been a prolifcra
lion oflthese organizations. While most pertorm 
many beneficial functions. some have separate 
agendas. Governments may need to exercise 
greater sul)ervision over these organizations. 
It was recognized that governmnents need to 
inplement macroeconomic policies that will 
stillulate market town development. The is
sues here include exchange rate:s rel)atriation 
oflprofits, licensing, liberal allocation ofloreign 
exchange, and the creation or a fIavorable cli
mate for investiment. 

Finally, we recognized the importance of local 
level and formal sector organizations in mobiliz
ing efforts toward market town development. 
lneluded herewerecool)erativesandotlher farm

ers organizations, as well as the political party. 
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Report of Discussion 
Committee 4 
Chairperson Jonathan M Zamchiya, Director, 
Department of Physical Planning, Zimbabwe 

The ('o00nillte hc'gegn by is(lisc',sing the two town and the tiranspoil1of produCe to urban 
go'als of Iclse (lis('tussion c'o nlilttees: lI)l el r ('enters. 
uIRClerstIlI( and l)l)r(,(i;l(, th(' intCIetClt(' d 
IIrllei', l gric'lItIral pro(tctio'! ntil iket l)evelopiment ol" aillml Recommendations.
toxvil (lextclol)ttlent 1tl(I ideto (c ol('list o~l l ('r- q inlo. rmild)) SN'slent. bi)>ll Ilnrnl1-lo-11nk,1ic i (I 
V('Iltioll sInrlegies t(.hu] ('t'll)Iv (Ilto iliritsalla-eIrcas. is ''it'ial. These roads 
prodll('t ivitI tI rtI'lluIuIrkt't to(nvll (i(',ll)t,liit, 
I)o.uieralthat ('11(i. our ('oiullliltt 'tlo.vl(. a 
(leflinition ol'tnia-ket town. Ihen ti\ovcd to list 

probl)l)ems in]eiach ('0lllrtv lv
rl)r('itclI here.
 
F]inallv. a list of, ituvetitiolns atlicale to 
market ol\ns rcgieikvi(i evlelo(l. withtwhh, 
the hol)e t by 1thatvhe applicat ion o1 these iIirer
ventioiis the developmlent of hi 'kC't tokwlis c'bestlilnldated audi Ilie,qtualityof ~life,.l I)r( iC't-

stiityof tlieeionI s o ig aket owns 

11ist h milltitlined. ;IilI i tl 101s su('h as 
]()('illgovernimenvilts IiIl.st exist with sll'it'i(llt 
capacity to carrv ot itf ili maintennclei. 

Access to Inputs and Services 

Issue. l'l re i stetxise.t- in thes ltowvns baskSe'rv'ices si ich ais ehlect'il v. wanter. and sanlita

ti\ity of tlicr eio nis innxcrttlill tioli. Ad(itional serxvice.,s s'ulch as storage faciliin nrmket to\v l.ti esi,,.t+IIIch
fan be't'lflmn'e(Itites.+.-store,,- l emu hto 1)t1'rehase lfertilize~r a Ill ot hert 

Cent ral tonn ilnler-stndlilng ol'lhe solotion is a 
('learl (lelinitio) ofla market town.Ot' ('olillit
tee 'atie IIl) with se(''al chairac'tI('lstic's which' 
('learly reline a mnrket Iown. It is I pliac thatI 
peloril.S at] int('r(dlia Tlftn('tion to l-aIcilitle 
agiric'ultural piroductivity. It is an area with 

C'01)iit) s.ervic'es that p(,ol)l(e cedcit her daily 

or l)eIio(licnlly, ptts folr agrilct i-
i place xvler'e il) 
tliral i)rt'(,lctiol p15ss to prot(liC'ers and their 
outptills lss IC ('oconsutr(. with if'iienc'y, 
Othelr h'ara' t''istic's are a ('ertall ('gree of 
ec'otloIli(' sell-si lli('i(nc'y ildl the ability to iil
fluence the slrrolnling areas tlrtough tile 
piovision of servic('s and job oppoiltities. It 
Was 'ec'ognizedl that liarket toxvi1. rcplrescnlt
leap in sophisiticlo) from the ratilitonal market 
(('ite's whic'h are typi('al of rui'al Ati'ica. 

Transportation 

Issue. Tiansportat ion is a basic theme to mar
ket town dcevelopnicnl. Farmers must have a 
means of briiging thelt' crop to markets andl of 
getting inl)uts sumCl) as fertilizer and nexv seed 
varieties to their-Firns. Transportation is also 
ncededl to speed (levelopmenlt of ser'vices in 

ints
i..oolsbe-pel. 
and health flc'ilitics must also 
be pre nt. 

Recommendations. Conpetent, well-rtin nu
ni('i pal ili I,e,('eilt is essential to enu'e that 
b)as,-i(seivices are provided for businesses that 

Irovidle inpuits to flarme's nIedl other l)ro(luters. 
Governments III tist p)Vidc(aIgi('tllt ual exten 
sion and other basic s('-vi('es where necessary 
anl I)lst sul)port, not hinder,the (levelopment 
of 'sinall businesses. Also of* iriportance is the 
piovisioi olstoi-ge fa('iliti f gain.les r 

Provision of Credit 

Issue. There inust be a sotr 'e of capital avail
able tor agricultural and connnercial enter

prises. Specialized banking and criedit lacilities 
for both farmers and small businesses have to 
be present. 

Recommendations. Where appropriate, either 
the government or tlhe private sectoi must 
providle adequate credit for producLtion. Ease in 
oblainitng this ('relit tnust be assuredC. The 
availability olfagriculturnl credit is basic to the 
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deflinition of a market town. Sonic specialized 
needs include credit insurance for farmers, the 
direct financingofagricultural inputs, and credit 
for small businesses. Interest rates must not be 
onerous and must match the actual cost of
lm ds. 

Land 

Issue. Market centers will ideally exist in areas 
of good agricultural potential with land avail
able for production. A moderate climate and 
sufficient water will enhance growth prospects. 
It was noted that an unfortunate result of 
market town development is the loss of produc
tive land to urbanization. I lowever, eventual 
increases in agricultural productivity gener
ated by the development of the market town will
offtset this. 

Recommendations. A system of land tenure 
that provides basic security for development 
must be in place. The market town itself can 
serve as a creative force in determining the 
optimal use of land. 

Pricing and Marketing 

Issue. Unrealistic prices do not provide incen
tive to increase production, and farmers some
times suffer because of government interven
tion to protect local producers of farm inputs. 
Simply put. there must be sufficient profit and 
incentive for farmers to continue and increase 
production. 

Recommendations. Producers must get a price
that is fair as incentive to continue and increase 
production. They must also be paid quickly, in 
cash rather than promissory notes, as happens 
in many government-sponsored arrangements. 

Labor and Housing 

Issue. Market towns and the surrounding farm
ing areas require a source of labor, which needs 
access to adequate housing. 

Recommendations. The supply of housing for 
labor was recognized as important, but the 
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committee reached consensusno as to the 
priority of intervention here. Given limited re
sources, the supply of housing was felt to be 
important. but not crucial. 

Political Stability 

Issue. Finally, it was recognized that a very
basic need is a stable and peaceful environment 
in which development can take place. 

Recommendations. No recommendations were 
made. 
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Report of Discussion
 
Committee 5
 
Chairperson: Harry Garnett, Senior Analyst, Abt 
Associates, USA 

The coillilittee agred to adopt a broad deflli-
lion ofla inarket town: it coul include ia large 
seconday , town in a largely a/gri('ultural hiiiter-
land as well asa nliall ma'ket cenlcr. The town 
itself was to he dclhiicd in terms of its economic 
and social service area. 

The collillitteedecided to approach th (ldiscus-
sio5ls basedl l coillit i re)orts and the ac-D 

tal expcicincc ofd(lcaties. It was also decided 

to Iimit (1clissioll and st1gg'stions to pra('tical 
ideas tIhat could be .n1stilied ill terms of avail-
able h11 a and ili a cial resourcscs. 

The co11it Ice decided to fo'us )11 answering 
two questions that arc typically posed by gov-
ernilents and dollors: 

* 	 Which towinis should be selected and vhat 
sclection criteria sholild be scd?ec" 

WIich inltestmntsiIs arc iost i ora it: 
1poicies inI\'st mets, or institutionaIdevel-
olenit? 

Selection of Locations 
borough study of hecdevelopment lpotential 

(fcandidate locations is required. Ali ulderly-
ing princile is to selct e
ainady economically active and are atactingalirats. Il gneral.stagnant oraectnin/iarcas 

should be avoided. 

I loweve-, single fhctor selec-t ion crIiteria (smh 
lspopulation grlwt I rate) should ie asidh 

Foir examp~le. f it development potcutial s 
well as current growth shoulI be consider'ed. 
New growth )olenitial may be created by. for 
examl)le, increases ill agric'ult ua'al p'ices (rthe 
eradication of pests. Some areas might have 
(list iil(t ive natural resources with promising 

potential for exploitation. 

In countries with infrastrudture in poor shape, 
it is useful to try to idenlily locations that have 
high growth rates despiC poor infrastructure, 

Another exception to the basic principle of 
selecting locations where )opunlation growth 
rates are high is towns that have been deliber
ately neglected as a matier of' policy. If such 
towns once grew rapidly and were than starved 
of infirastrmcture, they might be revived. 

In reality, lost tOWnS are selected foir secon
da.y or market town progr-ams 011 political 
grounds. In some instances, the selection has 
)een dictated by donors without the il1 agree

inent of local people. Very olten these pro.jeets 
lhil. since there is no long-term economic base. 

Care shotuld be taken in tising censtis statistics 
as tihe measure of a town's importance. Market 
towisll havc an influence beyond the boundaries 
of'their cninen'Crationdistrits, and their popu lations vary greatly on a daily basis. 

In general, stimulation of' the towns selected 
should (felonsl rably be able to complement 
agricullnral development. It is important to
underistand the linkages though which this will 

hap)len.
 
It has been observed that concentrating on a

particular town may cause others to decline.This is not necessar'ily a bad phenomenon. 

This es o necessmenon. 
Movements of' population are a mcessary part
of' development. Regional studies should becarried out to detemine the effect of developing 

particular towns on surrounding areas. 

lo)eal people should be involved in the loca
tional choices. If' they disagree with central 
planners, lprojects are unlikely to succeed. 

Central governments have, and will cont inue to 
have, an important role in decidingwhich towns 
are to be developed. Given human and financial 
resource constraints, this choice probably 
cannot be left to regional or local governments. 
H-lowever. central government decision makers 
should not plan excessively. Programs should 
have built-in flexibility, as some locations may 
begin to gmow unexpectedly. 
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The committee was unable to agree upon the 
sizes of towns that shouldenerallybc the flocus 
of develo)ment activities. Some favored, as a 
general l)rinciple, large secondary towns in 
agricultural regions, while others preferred small 
rural centers very close to the larmcrs. There 
was also disagreement on the relative impor-
lance of economic and social criteria in selec-
tion of a location. However. all agreed that 
development should be self-sustaining. 

Strategic Interventions 

Improving the road network was identified as 
the single most im)ortant factor in strengthen-
ing the role of market towns in promotinghigher 
agricultural productivity. The maintenance of 
main and feeder roads is so important that 
funds should be earmarked for that iurpose. 
Some countries have allocated petrol and ve-
hidIe licensing taxes to thc roadI fund. 

Credit should be made available to farniers and 
other business people through market towns. 
In some instances. commercial banks can be 
the channel, while in others, special schemes 
have to be set up. 

Credit can be, and is, made available to farmers 
and small business people on the basis of 
individual trust and competence as well as the 
collateral represented by clear title to land. 
Some committee members nevertheless thought 
that establishing clear title to land would help 
increase agricultural productivity. 

Support to local small-scale enterprises should 
also include training. Market towns have a very 
important role to play as centers of information 
on prices, markets, and technical options. They 
should also be training centers, 

Certain physical Iacilitics tend to be required in
market towns: storageand processing facilities,buildings For traders, and places to acquire
farm implements, 

It has been found that market town programs 
tend to omit an economic or business promo-
tion function. Local authorities should have 
economic promotion units that facilitate local 
business development and attract new busi
ness seeking a location. 
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As much as possible, local development proj
cots should be based upon local human and 
financial resources. It is unlikely, however, that 
they will be able to depend entirely on local 
resources. Strenuous efforts should be made to 
raise more local revenue, perhaps through
 
development levies or property taxation. Local
 
financial management, including revenue col
lection, should be improved.
 
There should be strong local input into the
 

selection of the physical inf'rastructure For
 
market towns. There should, as nmch as possible, be a local contribution to the provision of
 

that infrastructure, perhaps in kind, in some
 
circumstances.
 

Governments should be wary of directing busi
nesses to particular locations. They should
 
interfere as little as possible with private busi
ness decisions, but where they do want to
 
develop a particular location, they should rely
 
on positive incentives rather than negative con
trols.
 

A particularly important role for donors is to
 
support training programs to upgrade local
 
institutional capacity.
 
Many members of the committee expressed
 

strong feelings about donor-recipient relations.
 
It was felt that donors are too dominant in that
 
relationship. The ccmmittee agreed that donors
 
should consult much more closely with local
 
officials and professionals while projects are
 
being prepared. In addition, more local rather
 
than expatriate staff should be employed in
 

project preparation and management.
 
There was also some disagreement about who
 
should provide facilities (such as storage and
 
processing) in the market towns. It was agreed
 
that this should be left as much as possible to
 

the private sector. Some committee members
 
thought that if the private sector did not provide
the facilities at the selected location, then the 
public sector should do so. Others thought that 
If the private sector chose not to do so, then the 

wrong location had been selected in the first 
place. 
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Report of Discussion
 
Committee 6
 
Chairperson: Donald Mead, Economist, Ministry of 
Finance, Rwanda 

Strategic Interventions 

In specilying the priority of interventions for 
increasing agricultural productivity, tile Coln-
mittee focused on types of interventions that 
would yield immediate impacts. The following 
were Felt to be the most important, in order of 
priority: 

Trunsport network. An adequate transport net-
work was felt to be the first priority in order to 
get agricultural products to markets. This in-
volves investment in roads (particularly feeder 
roads) as well as vehicles. Investimenit should 
begin in areas where there is existing prodluc-
live capacity lacing transport/nmarketing (coil-
straints. The investment illfecder roads should 
be made by the governnent (central and/or 
local), with local responsibility for maintenance. 
Investment in vehicles should be private. with 
incentives from the government illtile forn of 
credit availability and preferential l)ricing sys-
tens for those carrying otit a marketing fn1('-
lion in remote areas. in recommending priority 
attention to (he transport network, tie comlit
tee recognized that supporting policy interven-
tions may be needed to ensure that tile ensuing 
benefits accrue to the fIrmer (rather than, for 
example, beingf captulred by the middleman). 

Direct support. l)ircct support to farmers was 
considered to be the next priority intervention 
Ior raising agric'ultural productivity.This sup-

port includes the provision of extension serv-
ices (dissemination of information on technolo
gies, etc.) and inputs (fertilizers. seeds. imple-
ments, agrochemicals). The commit tee recog-
nizecd that these often have an important foreign 
exchange conmponent. so the resulting prodluc-
lion increases vould need to be evaluated tak-
ing account of this factor. As a corollary, the 
committee felt that agricultural productivity 
could also bc enhanced by iml)rovements in tlhe 
standard of living of farimers not directly related 
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to agriculture, for example, in improved sup
plies of water, fucl, and social services. 

Market center infrastructure.The third priority 
of intervention was felt to be in market center 
infrastructure. The main categories considered 
include sheds and other storage facilities, water 
and sewerage, and electric power. While soln of 

these infrastructure investments would need to 
be financed by the central government and/or 
donors, it was felt that many should be self
financing. Establishing rules requirinlg either 
beneficiaries or local authorities to pay a sub
stantial part of tle costs would be an effective 
way to direct investments to activities that 
provide a higher return. 

Selection of Locations 

Geographical dimensions and the strength of 
supportinginstitutions shotlId beconsidered in 
selecting locations for market town develop-
Ilent. 

Potential productivity. Emphasis should be 
placed ol the development of' areas of high 
potential productivity based on al assessment 
of soils, water availability, population density. 
and accessibility to national and international 
markets. These factors have sometimes been 
ignored for political or social welfare reasons,
often resulting ill underutilized or wasted re-

SOUrces. 

Size. A distinction was made between rural ccn
ters, which are essentially collection points. 
and rural towns, where markets are substan
tially larger. The priority for infrastructure 
development varied from country to country in 
more sparsely populatcd countries, prioritywas 
placed on rural centers, whereas in more densely 
)opLlated countries, the primary emphasis was 
on towns. 
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Localinvolvement.As nit tch as possible, the dce-
eislon-niaking )rocess slioti I involve the local 
people who are (lirceily afflected. Where p)os-
sible, it should reflect existing economic forces 
already at work and/or cost-bene'fit avalyses. 

Institutionalsupport. Many types of (levelol)-
nient institut ions leed to be strengthenedl (or 
create(l) to stIl)l)ort tie (levelol)mient of market 
towns aii(l agricuilt thi n prodtctivity: 

"grict liIt 1e-C- cI d institution (research 
centers. extension services, training colleges. 
agencies involve(d in phlint pi-otection) 

* 	 cre(lit instiluit ons (agricult tire ai ii rural snall 
enterlrisecr(dit soturces. comlei'cial banks) 

* 	 land titlingj/surveying/registration offiees 

* 	 Coopcratives 

" 	 loval governnents/town managers/ town 

('oun(cils/niarketing boarIds 


* 	 national polic analysis units, to avoid the 

Variability of donor whims and builcl policy 

on national )riorities 


Specific Issues 

Exports vs. foodcrops. Priority shold he given 

by the government to actions that vill lronioe 

basic food pro(Iction. Where it is j)ossible to do
 
so. food sef-suhfficiency should be aimed for. 

even recognizing that there might be some oss 

attaehe(I to I)mrlsiling this ol) jetive. Within this
 
context. it was recogilizc('( by t ie( comit tee 

hat a balancing of iiitrest s is requirer. We 


recognized thle need( to generate foreign 
 ex-
change through exl)ort ('rols. bit also recog-
nizeltlie risks attachedl to reliance on imteri a-
ional trade. pirici larly relatig toIprice inst a-

Ibility and the ('hanging av'ailab~ility (of foodhls. a(In til cne ig avlabiity obIalance 
iorts. i general it ws Felt that thees.
shotld be achieved with less emplhasis than itnger 
the rec'ent past omi export s)e('ialization anI 
more enli)hasis oni basic fow~l i)roclIction. 

Smallholdersvs. plantations. In line with a 1)0l-
icy enil)hasis on basic food I)ro(hIction, the 
focus of the governientl in proniotingin(,rcase(l 
agricultural p'odhuctivity shoulI be on small-
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holdcrs, who are, generally, the major food 
producers. In coming to this I)osition, the 
committee recognized that although In some 
cases there may be economies of scale In large
scale I)roluction, the dist ribut ion of' benefits 
that result is usually not equitable andl, further, 
that there are environmental pressures that 
result front large-scale mechanization. 

Price stabilization.There was a consensus that 

it is desirable for the government to establish a 
system offloor pri(,es for prodieers and ceiling 
I)rices for consuners fora limited range ofbasic 
flod crops. For this to ol)erate effectively, the 
stabilization agency would have to have storage 
facilities: trans)ort facilities: a network ofbuy

ing an(l selling agents (listril)tited through 
I)ro(lucing an(l consuming areas: information 
on p)ro(utction costs. l)rqjecte(l supplies, and 

demand over multiyear )eriodls: control over 
exports and iml)orts of the controlled products, 
ifworl(I lrices fall oultsi(le the established range:
and lots of money. It was felt by most that the 
stabilization agency should not have monopoly 
power (i.e., private buying and selling would 
also be permitte(I without price restrictions), 
although it was recognized that removing the 
monopoly from the stabilization agency would 
make its task more difficult by increasing the
level of uincertain'.y with regaard to supply and( 
(eim l(. 

Demand for agriculturalproducts.While much 
of the (liscutsion was fotse(s O n st5p)ly-side 
anld Inarlketing issules, the ,oxttilttee re.ogJ
nized that sonic (lemandl issues are also impor
tant. In acdition to export markets, whose clis
alvanh ges have been noted, the colnittee 
recognized a variety of factors affecting the 
dnlestic dlemandl for agricultural proclucts. 
One in)ortant limension is the fociusing of 

agricultural I)ro(luction to 	give priority to do-
Beyocl this thogh, te

mefo ieIst o re ts toug the 
govengimint needs to be aware towardl(fitstaxingfarmers,andlpricing lmolicies, I)articu larly 
an(l the effect of these on the clenancl (f rural 
consumers for agricultur'al as well as nonagric
ultural procts. 

Supply of consumer goods. It was recognizec 
that an incentive to increase production by the 
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individual farmer is the desire to improve his/ 
her life by acquiring more goods and services. 
Therefore. it is necessary that these )e avail-
al)e. In cases where Ihere is scarce supply, the 
overninent nray be required to adopt a system 

o1 allocation that e'nsures eq lity inl tile availa-
l)ilitV of basic consumer goods for inc'entive 
i)url)oses. The government should also adopt
policies that will encourage local production 
and markctinng of nonlagricutltural goods. This 

While discussing the issues 
related to agricultural 
growth and market town 
development, discussion 
committee members de
velop recommendations to 
present at the conference's 
conclusion, 

was seen as being particularly important in the 
promotion of rural small- and medium-scale 
enterprises that can produce the desired con
sumer goods. thereby enhancing local multi
plier effects. Recognizing that some consumer 
gools cannot be plroduccl locally, however, the 
committee also conclucled that the, government 
should seek to assure., where possible, that a 
minimal supply ofimponrted consuner goods be 
available in rural markets. 

." 
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Report of Discussion
 
Committee 7
 
Chairperson: Betty Flora Mtero, Director, 
Association of Women's Clubs, Zimbabwe 

Market Towns 

l)'evelolp nonlrin actlvities (silch as 	small-
scale in(ustries, trading, and services) il 
rural areas as well as in areas ofl)opillation 
(enters, 

Recognize Ihat illhe develolicnt of' market 
(-c11(ii Cr rtc' llrt'45 I11"('- thai in frast ruid-tir 

alone. It is also necessar.y to cal)italizc local 
govern'ent provid credit It) men alidIs. 

VomIle1 ('lit rcl)l-'ll(ilrs aind agricuiltural i)ro-
dihlers. -ganlizemarketil g S(vitcs, inlprove 
Irallsl)rtatll, and tr arlicialits. 

lDt)vchl ) iw\v sets )f* tools and concepsICto 
measture, 1o1lit or, and (valuat Ileldevelop-
liit of'i I(o\vns ( agricultural )ro-Oia nrkl 

duct iity. New t 1)('s olfsrveys and acconlts 
of' the actors aid illslittions involvecd will 
hell IC) (val tateell lynloyi~l t annd ilcoile 
generlation, in1telsifi('atiOn ,)f rllnl-urban 
exhanges, and resource molilization pro-
grails, 

SRecogtnize the continuing need for Imarket-
places in centrial city loeations. and do niot 
allotv Iheir dest rll'tl ioln in fivor of large-scale 
colillner~ial development 

* 	 Explorei-the lrovision of clild care centers. 
clinic-s. and scllools ill II(i market. 

Provid(' sitorage facilities ind ensure access 
by women and men. traders and retailers. 

Infrastructure 

* Improve market place inf-rast r-et ure, partieu-
larly the provision of l)asic services such as 
sheds, water, and sanitation, esplcially in 
rural and interlediate city markets. 

fnlrove 
involvcd in the movement of lroduce from 

h transport needs, especially those 

rural to urban markets. Transport needs to 
be aflordable. readily available, and sate. 
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Participation 

1BC cognizant of policies that result in an 
underclass of smallholders (resource-poor 
households, female-headed households, 
refugees) who are unable It) )articiate in 

stl(tural Iransf ormation, con r(iercializa
fion. and urbanization. 

Ensure that decisions about investminent in 
the developlenlt of' narket towns have( the 
xvidest parlicipalto.y involvement . including 
input t roll busilcss, ile iilforial sector. 
local governmnts,. e('c. 

Monilor the till)act of' policies. They may 
seen reasolla)le and equiable in teris of' 
iuipuit dist ribl tiiol . crop/livestock fillancing. 
localion of narket s. and dist ribut ion of credit, 
but the actual strategies for r'eaching clients 
(inc'luding \voln and inforlnal sector 
Ill ll|bers) lay be deficient. 
arget sl)eciflc g-oi1) (e.g.. women who are 

small-scale ('onnc-ial ag-icult )roduc

rs. initermediary traders based in smaller 
cities, street food vendors) for credit and 
other nicrocnterprise lrograms. 
Devise strategies It) enhan(ce and ensure 

womeni's involvenent in urbanization l)poj
ecs, and make certain that formal sector 

adnorural dif'mercllialization interveio s 
do not have differential and negative impaxics 
oil iien and woillen. 

Make repayment schedlles flexible to ac
conimodate traders andclvendors whose In
cOillcs have seasonal flu(t uat ions. 

9 	 Change )olicies that Inhibit women's access 
to land tenure and ownership of market 
stalls, shops, and other commercial estab

lishments. 
o 	 Expand the progranis provided for women to 

include projects that Focus on the;ir role In 
the intensification of rural-urban exchanges. 
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Local Government existing locales di iring the construction of* 
ib'l)aln hotising.I"Provid e o a l go\'ern1 en ts w ith I l heq latve 	 s t l w(

iT S t0o1 -c I'f tlie centra l .L O \'e%l l ll lil l r it ea I 'l" I d ll i l l s-
Io sl Od l 1(11i ll 

es ro )i [.O-lli'i.] go t . l st (( ll 

(loliors. aid local revcillies (y caltc 
 tral (oity aiiclligh-(heiisity Iirl)l'I
I I'll icia 'i\ vialclh. (do not allow r-cilioval of venldors It sit(.s 

ios:
I' 

away I'n l o jitilit iton colictc illt ions.SManage Iowiils as l erprises I heiiilseks.
 
i t 
 her tllas producers ()I*services. Multisectoral Relationships

* 	 Make .ovel'lliliiits ( ('() lltitil iI tliel' ivs
 
Ille ist' Ill'ir"tawx s ald t her Ireou llill' I 
 Allow pl ibt'iaiil p'ivil ('('teIstrs to 'illicttio 
lilialice iiitorllal ldl oti liml secitor enter il ll.sih. 'l( h oilier. espt'ciallv ill ihe ilkl
prists. l';isl ire It II lel\'(' idt'(poii sittff iafI llark'rkti.t ot r-ifl illlIiril C'moimodities.i(o 	 acco imptlis ll toit l(I t 1 1;11 11 l(li " fI'low v(.er% .m l'll lils sI llil vsklbl lisll
who) t1he'r'e''iloiellls ut h11li'ir"s vit' . l~l/r'soiiI'(llice 	 ."-iisor11 ;I i l ii('iLiiii/illL lililili 

'llocaliil i.¢. lilIioi;l )11[Ilh Istho ks.
 
" Traiil itios
"lgcill lli () I(ill-ih]iii'iil-,,I Lu,)veri(imIrklleiii1llI II illt l i uiiiuhII]('I [4 )li~ ll 111e ic illr l,. ¢hI1c ic tiiiiit; ' litcii 'si sO (dw1 doil(Xi rs.. Qovt'r:() i-I'l 

nl\'el(yllllt i its . 'il i l~t li . ;111(1'() ( .	 ;111 sc(Iiirket 1wils (1 i'il li\ (tih's ill r(Tills 
'e t l l Iii icr ' t sI j1' " 	 l':nsi l'; op ic.ilkii v, i() l is (hcsiiil)1L r;lil Ii'uij('(tI ill ihcill all-

( i \ \tl i - ] clslr ( ' : ol . ve; ci\ ' lhl sl; lsse.lh ltld ol I 2, imll i t x l l l ti l i I I( t i 
"lll''()(Jiill "crlVicr",. 11U] hwl'll -,'ccim -'mid( [-' II,II'( flulll g()Vt!'1I cII mIl( allll(( cd'II ill 

illnI alSec 'lorm ill'(),l('l devc liii'iil tIt)\%'Ill l wliiiulll. 
'iti,.r llci1 nm.l i. wlt,ill blIi l il lit ti is( to'l vo i lo fOss 11.l wit Ii do i 

(olo aIIls .tr.. ie;lei( ii ils ;iar ()1illi/i'( ih s l( W'..ta 

" t illic l i kut 'til iiiislt i ld'i ;is ' . t()lllllilhlclul ;'(;l' ( '( 'l l (ll''l . h)il
 
I6 lr lt illi ll\ t r's . tlIlt I'h e I t'] ( l ll 1 1il lisc c l( ) ill.
cl ln l ((' ' 	 i( d e v ') isit 

Info rma l Se c tor 	 l lio~ lia l (lc .\-c l ) l nl hll a lid l I ml ,l 1 ) ' ill s . 

n ir l o' illlct'h llIllili(o l ' i'iia ei p) ici,. l 	 Aesi)ll ll~l~n'¢ l)n'i ltt. mlilist riin(lig L'- ilrl ite 
(w 	 I'v \ i g l l i x(ild" ll iI'110 il-lf . hill illo \il -l t' ill I 1 c 

i' 'llt il h . .l' titlli , l to wii.' l () i-k
enva i ll I'llil tlld bl k Io d(Iod.w'ilh's I}lowsln'v' l II'ad{lig . ('sp -'cialllY ill ('('11t1cid 	 oirseslw iilly~e	 ige~q[1cl6i 'l)) ' flitut( 'lll ill icseili~ n()Ii '' c l y-

Indl (11YV h t()(l nl. c'ilic's ,lldI lo Vlis Ito Ihe sc'h-tclA f'o"r l 'h l 
Isc)'ih r'l\iuct caI clulh ' ; vc''lho (Jll lVtI ilt'il. (})(Xlll'l~ lll]~l~ '~ l)l( ~ 

dlor' lto provmidhe I)(1'l rt l ~l *y aixld nl n'g , tll(.'r 1() dek,c lop tlic polilicad 111(l ecot 

s a i l i t l I V ]p l '( d l i ( 'e' c .g . .a c 'ce(s s '.;l o )m\ v rII s u p - l lo Il l i ' c rli t e rlia l o )h ct 
 l ls (.( I .
 
ply o r t r' iaill fi c o u rlls e s ill Ily, i i l e.
 

aii '1'xhi aiid/ly poli'ieshi'ccess to
ward62i' ' (c.g.. ltaxationc rloc tito l ll o l l ltl lltp i ll lig htl oI'Ihl ' tc,gn i-	 e'leodsgl a ' cS ) rt'c 

Hioll ()I* tilt, imlliprrfallCuc,()I'iinformran d st-I'l()
 
occupall)t ions.
 

" P ro v'idh e lo c'atli o xn s 16 " i l l c'o l l i e -' a-tn l ih i a l iv i 
tic's l'olr wolvn and€ ownm ( (.,g., tradel. I'Oodc
 
pr'ocetssing, n'o il rl'nlill, "Im IIill n str'ies,
 
andc l ' ill ). 'll €l/o~" r c ', tl -il*'x ac'ce(ss to 
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