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Promoting Agribusiness in Asia, Eastern Europe, the Near East,

North Africa and the South Pacific:
 

A Strategy for A.LD.'a ANE Missions 

Executive Summary 
The Asia Near East Bureau of the Agenry for International Development is
attempting to work more closely with agribusiness to promote investments, jointventures, licensing arrangements and imports and exports that will contribute 
to rural employment and income growth in 20 countries of Asia, Eastern Europe,
the Near East, North Africa and the South Pacific. This report summarizes eight
priority areas in a strategy directed at agribusiness development. A.I.D. will
fccus on four areas: 1) reforming policy to support a healthy business climate;
2) providing agribusiness with a clear source of information and support inWashington and at the A.I.D. country mission level; 3) developing agribusiness
management skils and capacity within A.I.D. and the cnuntries in which it works;
and 4) identifying country and product specific opportunities and constraints.
In addition, four essential areas in which A.I.D. will play a facilitating role are discussed: technology development and transfer; financing; infrastructure
development Ond maintenance; and contributing to assured availability of
machinery, raw materials and supplies. The report concludes with a review ofongoing and planned A.I.D. actions to implement the strategy and issues for
d .scuss ion by A.ID. and agribusiness. 

Introduct on 

After several decades of development assistance that has focused on production

agriculture and food self-sufficiency, the need has become clear for a broader­
based strategy aimed at activities that promote rural income growth. Policy

makers are recognizing that neither food security nor broader access to improved

standards of living can be achieved through policies and programs that focus
 
exclusively on local agricultural production. Emphasis isshifting to strategies

that increase agricultural production as well a, develop other sources of revenue 
peimitting individuals and nations to buy food and a
range of goods and services
 
associated with economic development.
 

An examination of the developir-ent process around the world indicates that 
production agriculture generally occupies a declining percentage of national
labor forces as incomes grow. At the same time, agribusiness, the food and
agricultural supply, assembly, and 
processing and distribution industries,

genarally grow rapidly. In the U.S., for example, value added 
in the food
 
marketing system is about triple the farm value of agricultural products.

Furthermore, labor income inthe food marketing system isabout one-third greater

than the total farm value of food products.
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Agribusiness 
 as
 
discussed 
 here
 
involves the channels ..........
 
from input producers
 
and farm suppliers
 
thr o u g h pr o d u c e r s, 
 .........
assemblers, rV0U0b t1ti*'
 
processors,
 
wholesalers, brokers, 
 r::::X!X;:!X 
importers, exporters,

retailers and am
 
institutional
 
distributors to Fiafol flnl LJ .
 
consumers. Italso
 
involves 
 such
 
functions as research
 
and development, RkCvaeRttr 
 p ?tot 
transportation, 
packaging, storage, 
marketing a nd ..............
 :::::;:::::::::::::.promotion, 
 risk
 
management, financial
 
services and a
 
variety of government

activities including regulation (see figure 1). While agricultural production

can be an agribusiness activity, the primary focus in this analysis is on
 
activities "outside the farm gate."
 

Why 	Focus on Agribusiness? 

As part of the "Open Markets - Open Societies" strategy that A.I.D. is proposing
for the ANE region1, agribusiness development has several strong attractions: 

o 	 Agribusiness lends itself to decentralization,--a shift of jobs and other
 
income generating opportunities toward rural areas. It can slow the
 
massive migration to urban areas and ease the resulting growth pressure.

Where decentralization does not lead directly to rural growth, it can
 
encourage the development of smaller urban centers, where the costs of
 
providing public services are often lower.
 

While production agriculture's share of employment and GNP may shrink as

countries grow, the importance of related input supply, assembly of
 

1"Meeting the Challenge: A Food Systems Strategy for Growth inthe 1990's"
 
November, 1989. 
The Asia Near East Bureau of AID supports agriculture-related
 
programs in Thailand, Philippines, Indonesia, Pakistan, Sri Lanka, India,

Bangladesh, Tunisia, Egypt, Morocco, Jordan, Yemen, Oman, Afghanistan, Nepal,

the Pacific Islands, Poland and Hungary.
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agricultural products, processing and distribution industry, that is,the
 
components of agribusiness, is likely to increase.
 

As incomes rise and demand for better quality and more processed food

products increases, agribusiness will play a greater role throughout the
 
region. 
This process isevident as one scans marketing system development

in low-income agriculture-based economies, transitional economies, and
 
middle-income industrializing economies of the ANE region.
 

Agro-processing industries can provide import substituting products while
 
creating jobs and other economic benefits. At the same time, growth in
 
product processing for domestic and export markets can fuel demand and
 
improve the ability to pay for imports. For example, Tunisia isexporting
 
more olive oil and importing lower cost soy and other vegetable oils. In

India and Pakistan options are under study that will permit processing of

local fruits and nuts incombination with packaging of a range of imported

products. At one time, U.S. feedgrain producers were concerned about
 
competition from increased corn and cassava exports from Thailand. 
Now,

however, Thailand's growth inmeat production and processing isexpected

to lead the country to shift from being a net exporter to an importer of
 
corn inthe coming decade.
 

o 	 Linkages between specific projects and the rest of the local economy can
 
lead to important multiplier effects on the growth of a country. For
 
example, growth inprocessiag is likely to stimulate demand for a variety

of related services including packaging, transportation and distribution,
 
some of which will lead to development of additional small, medium and
 
large scale enterprises.
 

A.I.D. has supported development of an input-output model for Pakistan to

estimate the magnitude of some of these effects. Recent estimates for
 
the U.S. indicate that every dollar of agricultural exports generates an
 
additional $1.51 inother sectors and every dollar of import-substituting

agricultural production generates an additional $1.64 in supporting

economic activity. While the fact that ANE countries have less developed

marketing systems may mean that multipliers are initially smaller, evidence
 
around the world indicates that the importance of services related to food
 
and agriculture grows as countries move up the income ladder, 
so that
 
larger 	multipliers can be expected.
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The Foundation for anTherb un w r oan 
 Fiue 2 Compoaltion of Groa DomeetloAgribUslneSSnPduot o Levl of Devlopment (1985)
S&N"y oot
 

Many requ irements for an .... .........................................................................
 
agribusiness development and
 
promotion strategy build on on­
going A.I.D. mission activities. . .......
. ............. ... 

A.I.D. has considerable experience
 
in such activities as promoting
 
policy reform and human resuurce 0....................
 

development, investing in
 
infrastructure, financing projects
(see Table 1). 

Agribusiness representatives
 
interviewed in preparing this
 
strategy were generally surprised
 
at the range of activities in which A.I.D. is involved. Considerable interest
 
was expressed in exploring how agribusiness can participate, along with
 
considerable frustration at past efforts to even communicate with many A.I.D.
 
country missions. It is clear that A.I.D. public information and liaison
 
activities have not focused on the U.S. agribusiness community.
 

However, providing an environment and resources to encourage private sector
 
agribusiness growth has not been an A.I.D. goal. 
A.I.D. has devoted considerable
 
resources to private sector oriented activities over the last decade, but those
 
activities have often remained essentially separate from the technical resources
 
focused on agriculture and rural development, A.I.D.'s traditional strength in
 
many countries in the ANE region. New skills, knowledge, and networks of
 
contacts will be essential to A.I.D. in launching a successful agribusiness

promotion strategy.
 

Many previous A.I.D. initiatives related to agribusiness have been directed at
 
projects or programs implemented by public agencies or parastatals (marketing

boards, and government run processing facilities, for example) in client
 
countries. Thus, A.I.D. missions have gained the necessary skills to work with
 
these organizations to design and implement fundable initiatives that respond

to host government and A.I.D. requirements. For example, public research system

improvements have been supported ina 
number of countries, market facilities and
 
storage warehouses built, and commodities procured through private supply
 
sources. 
 Policy reform efforts have been directed at loosening government

regulations that inhibit trade and investment and facilitating imports of inputs,

commodities and equipment.
 

Encouraging private businesses to make investments involves considerably more
 
than a shift from bilateral contracts to contracts between A.I.D. and private

business. A.I.D.'s flexibility in contracting directly with businesses 
is
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limited by a host of public procurement regulations. There are also differences

instandard operating procedures for decision-making and action between A.I.D.'s

traditional public sector clientele and its potential private partners.
 

Discussions at the first ANE Agribusiness Roundtable, held inWashington inJuly

1989, and additional corporate interviews indicate that this difference may have
 
to do with private businesses' ability to make decisions more rapidly than public

agencies. Further, government agencies are perceived as process oriented, while

business ismore concerned with results. Regardless of the validity of these

perceptions, it is clear that there 
are important differences in the way

government and private business make project choices, interms of both evaluation
 
criteria and decision making processes.
 

Where government agencies have sector specific responsibilities that constrain
the range of projects they can consider, private entrepreneurs often can offer

sectoral expertise, along with the ability to consider a wide range of

opportunities. Capital that is not invested in rural agro-processing in one
 
country or region may be invested insimilar projects elsewhere, or inseemingly

unrelated alternatives that offer higher returns, urban industry or rental
 
housing, for example.
 

Agricultural processing industries require access to roads, electricity, water

supplies, waste disposal facilities, transportation, communications, health care

and educational facilities. Entrepreneurs must evaluate costs associated with
 
securing such facilities and services, as well as risks associated with uncertain
 
supplies or quality.
 

Countries around the world sometimes offset the disadvantages of inadequate

infrastructure with easy financing, advantageous tax treatment of earnings and

investment, favorable tariff treatment of 
imported inputs and exports, and a
 
variety of other mechanisms.
 

A.I.D. initiatives can have a major impact on both the choices entrepreneurs make
 
and the impact of their investments on development:
 

Helping to create a policy environment conducive to investment;
 

o Preparing countries to identify and respond to new demands on human skills,

financial capacity, technology and infrastructure that influence the

economic 4nterest of entrepreneurs ina given project or region;
 

o Helping governments learn how to structure incentives 
and regulatory

mechanisms, and insome cases provide for public programs that contribute
 
to broad distribution of the benefits of investment and growth; and
 

o Helping governments and business get together to identify their mutual
 
self-interest in specific agribusiness projects, and to design and use
 
sources of public and private support to lead to growth promoting

investments, joint 
ventures, licensing and franchising arrangements,
 
exports and imports.
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Table 	1. Examples of USAID Experience Relevant to
 
Agribusiness Development
 

Policy Reform 

o 	 Throughout the region: policy dialogue to reduce barriers to imports, improve the 	investment climate 
and encourage private business development
 

Investment 	Promot ion
 

o 	 Egypt, Jordan, Sri Lanka, Thailand, Tunisia: support for business promotion services, business 
associations, chambers of commerce 

Develaepment of Analytical Capacity 

o 	Throughout the region: support for analysis of agricultural and economic policies, sometimes with
 
a focus on price policies, export competitiveness, trade barriers and incentives to investment
 

Infrastructure 

o 	Throughout the region: support for roads, markets, water systems, health systems, and educational 
and research facilities
 

Developmeft of Capital akets
 

o 	Philippines, Sri Lanka, Tunisia: support for securities market development and regulation
 

o 	Egypt, Indonesia: Improvements in the financial services sector
 

o Jordan, Philippines: support for venture capital development
 

Comodity Iorwts
 

o 	Bangladesh: bulk fertilizer imports
 

o 	 Egypt: broad Commodity Import Program 

o 
Nepal. Pakistan: support for private fertilizer imports, distribution
 

Privatization of State-Run Enterprises
 

o 
Jordan: possible sale of two modern fruit and vegetable processing plants
 

o Morocco: 	capital participation inprivatization of three fisheries and four sugar companies
 

o 	Philippines: plans for privatization of National Food Authority
 

o 	Oman: public offering for Oman flour and a fisheries company
 



An Eight-Pad Sbtiegy to Promote Agribuslness Development 
Over the last several decades A.I.D. project assistance has addressed a number
 
of specific components of the package required for fostering agribusiness

development, sometimes without explicitly recognizing it as a target. An
 
agribusiness strategy for the 199os can build on A.I.D.'s experience, while
 
recognizing that working directly with agribusiness firms isboth essential to
 
a successful strategy and inmany cases a major departure from A.I.D. experience.
 

This section suggests a range of concrete actions that A.I.D. can undertake in
 
a strategy 	to promote agribusiness development. 
The focus ison activities that
 
will lead to employment and income generation inthe countries concerned, while
 
simultaneously advancing U.S. self-interest by promoting U.S. exports 
and
 
economic growth conducive to longer-term market development.
 

The major emphasis of ANE's programs ison four components: 1) reforming policy

to support 	a healthy business climate; 2) providing agribusiness with a clear
 
source of information and support inWashington and at the A.I.D. country mission
 
level; 3) developing capacity within A.I.D. and the countries inwhich itworks;

and 4) appraising country-level opportunities, capabilities and constraints.
 

Additionally, A.I.D. can play an important facilitating role inhelping private

business, national governments and other donors and financial institutions to
 
identify and undertake high priority initiatives that respond to needs for
 
technology, financing, infrastructure, and ways to assure availability of
 
machinery, 	supplies and raw materials, all essential to successful agribusiness
 
development.
 

1. 	 Policy Reform Inftlabvs to Support 
a Healthy Investment Climate 

Governments around the world are increasingly accepting the importance of their

policies to successful development of business-government partnerships for
 
development. A.I.D. is supporting policy reform initiatives in almost every

country in the ANE region, often in conjunction with structural adjustment
 
programs of multilateral financial institutions. Where government has
 
traditionally viewed business with a skeptical eye, and vice versa, the
 
importance of government as a regulator that can achieve social objectives

through incentives to private investors isattracting growing interest. One task
 
discussed below isto identify priority constraints to agribusiness development

that can be addressed through policy analysis and reform.
 

A.I.D.'s ability to influence policy in countries in which it operates often
 
exceeds the actual resources it has to devote to policy reform, making this a
 
high payoff area inwhich to operate. At the national level, key areas should
 
be identified for emphasis on the policy reform agenda.A.I.D. can contribute to
 
an attractive climate for agribusiness development through attention to such
 
areas as tax policy, investment codes, labor laws, pricing policies, grades,

standards and related regulations, contract law and enforcement, arbitration
 
procedures, macroeconomic policy, exchange rates, tariff and nontariff treatment
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of imports and exports. 
 -

Without contact with the business I..................
 
community, it is difficult for IrT ..
A 
individual A.I.D. missions to know ..........
 
which regulations are perceived as 

'
 

i .t : 
critical constraints and whether 0:4iViii 3. 
proposed changes would be sufficient i ......... t.
 
to encourage investments, joint fi0Ii -41hIC Xptie Ct................ 
 ....... 

ventures and other efforts. A.I.D. is dinpqjwore.XtUt .......
 
already working with business groups ... f-AjQ
...........
.
 
in some countries in the region. In rflj AJ40 . ha
Thtuiisi 

conjunction with initiatives such i to
as Oi 4
iavis
 
U.S. based dialogue with agribusiness its investment code, increasinq its
 
and commodity groups, such team efforts attractiveuess for investment. In
 
can be useful in targeting high support of Tunisia's economic reform

priority policy constraints. proVa , M fudn
 

.., ies:t..o e t p s . .......
 

iH -I41ii-iiiiiiiiii*,, 
............... ........
 

unnmu inidctigta te ae a ifcultiesiuing ot~how to wor
 
with A.I.D. country missions. A number of corporate representatives said that
 
they spent years stationed inANE countries with almost no sign that A.I.D. was
 
interested in working with them. Representatives of the Departments of
 
Agriculture and Commerce get higher marks, although they generally operate with
 
substantially fewer resources than A.I.D.. In large part, this isbecause the
 
task of these agencies isdirect assistance to U.S. business.
 

A.I.D.'s agribusiness strategy will provide substantial opportunities for U.S.
 
and local business to contribute to their own profitability while supporting
 
country development goals. This broad assignment means that some office at the
 
A.I.D. mission level needs to have lead responsibility for agribusiness
development activities and be aware of the range of resources available to
 
support agribusiness, either through U.S. government programs or local programs.

Under the second phase of the Abt/AMIS Agribusiness Promotion Strategy Study,
 
resource materials will be developed to support country missions inidentifying
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available resources.
 

On the U.S. side, the ANE Bureau 

Offices of Technical Resources and 

Private Sector Development are already

taking the lead in notifying U.S. 

agribusiness of A.I.D.'s new focus on 

wrking with busioiess. After an 

initial Roundtable held in July 1989 

an informal advisory working group was 

convened in September, and regional 

conferences with agribusiness leaders 

are planned for the Midwest and West 

Coast during 1990 as part of the 

follow-up to this study. 


A.I.D. 's country missions are moving

toward this priority at varying speeds.

Thus, while agribusiness leaders will 

find a sharp improvement in the ease 

with which they can work with A.I.D. 

in some countries, patience will be 

required in others as staffing and 

programs are adjusted to the new 

emphasis on agribusiness. 


........
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country who. .. . the 

original, stocl fromiArbor Acres
 
receive technical assistance and
 
training, from, themn and: Use 'the: 

i0 mPY >-AaowU. Arbr I0,$fl0 
tlefltS iU e rie .mast Qf t 

Wik$ hicks
 
5e1 'Vii n id
eS a.e paid fr ei'i


eidt:$i $ $ tha ithes i1.k.i '.t. ; ,
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Arbor A0S. and POkptid
Maroon a
 

.ropp,have: a joint venture that:

C.Ompa ny fficical report is perating
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.attractive: to investmen.is cited as 
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.bmmun:-tation between agribu~ness
 
.. ......can.heIp: to focus efforts.
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fntheost important; areas for 
p~creform.
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3. 	 Support for Agribusinesa Management Training
and Labor Force Development 

3.1 Strengthening ANE Bureau's in-house agribusiness skills
 

Launching an agribusiness strategywill

require sufficient in-house A.I.D. 

agribusiness management capacity to
 
manage the initiative effectively, eveio 
if hiring limitations and agency

priorities dictate substantial reliaaice 
on external expertise. Among the 
recommendations made by the ANE 
region's agriculture and rural 

development officers at their 1989 
Rabat conference was the need for 
trained staff in their offices who 
understand the needs and concerns of
agribusiness sufficiently to work with 
local and international agribusiness
representatives and private sector 
offices. Amix of short term training,
targeted recruiting 	 and some longer
term training will be required to 

accomplish this.rbt 


As A.I.D. country missions move from 
rapid appraisals of countey and product
specific opportunities and constraints 
that facilitate design of broad 

strategy to feasibility studies for
specific initiatives and implementation 
of projects requiring specialized

industry expertise, 	they will need toto

examine options for 	selection and use 
of consultants, in terms of both
 
management and costs.
 

..
 

A 

kdofith1 Uh 
.........
m
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de ........
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l 4Qi ......	~ti
 

)ikiti11 ~r~d deve Topin l
 
C:dfltrif AIr iS.iOibtQI.


4 6, ............... 198i.7,489e
"taff Ininii 
_____________________________.......___
 

The ANE Bureau has assembled information on a number of short-term training and

internship programs that may usefully contribute to training for A.I.D. staff.

Institutions providing these programs as well 
as those with longer 	term degree
progams are potential sources of agribusiness training and might also be targeted

for A.I.D. recruiting.
 

10
 



3.2 Building Management Caiacity and Labor Skills Abroad
 

A.I.D. has traditionally provided support for a range of training activities from

vocational training, often administered through private voluntary organizations,

to advanced degree training at U.S. universities.
 

Where national educational systems do not provide the vocational and management

training that businesses need, U.S.-based training of trainers may be useful.
 

Training directed at support for agribusiness is a new agenda item for A.I.D.

Even in the U.S. the unique requirements of agribusiness have led to a White
 
House conference and a National Commission on Agribusiness Education, whose
 
report was released inJune 1989. A.I.D.'s Entrepreneurs International Program

can provide insights into on-the-job training for ANE entrepreneurs and potential

U.S. clients and suppliers.
 

More formal training opportunities should also be provided. In some cases,

business schools inthe ANE region already have substantial nuo~ers of faculty

members who have trained abroad. Assistance in linking faculty members with

international professional networks and agribusiness can help to make training

more responsive to the requirements of agribusiness development. Inother cases,

major reinforcement of in-country and regional training capacity will 
be
 
required.
 

In addition to training to improve ANE country management capacity, attention
 
to labor force training an' retraining will be critical to successful
 
agribusiness development. In a number of countries, public and parastatal

agencies are burdeaed with large staffs and major productivity problems. Efforts
 
to modernize or privatize often run up against the issue of what 
to do with
 
current employees. Private entrepreneurs see improved worker skills, elimination

of unnecessary labor and increased productivity as keys to profitability. Policy

makers fear repercussions from increased unemployment. A.I.D. and other donors
 
can contribute to solving these problems.
 

Training will not be a panacea, however. 
 In a number of countries, labor laws

that eliminate employer flexibility and ability to influence employee performance

require study as part of the policy reform agenda in order to assure that the
 
system protects labor interests without making investment urattractive.
 

4. Identyng Country and Product Specfi
Opportuntes and Constrfnts 

A preliminary requirement indesigning a
country level strategy for agribusiness

development and promotion is a snapshot of the current situation with respect

to country and product specific opportunities and constrailts. In many

countries, a wealth of information can be drawn upon to identify priority areas

for assistance, but itmay not be available ina 
form that isuseful for A.I.D.
 
programming or agribusiness investment.
 

An understanding of government priorities, 
existing capacity, competitive
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position, ownership patterns, curreat markets and opportunities, and constraints
 
to agribusiness achievement of its potential isessential to the design of the
 
action plan to support agribusiness development.
 

A Rapid Appraisal of Agribusiness: Capabilities, Opportunities and Constraints

should be considered an important first step to identifying five to ten priority

subsectors with the highest potential. A number of sources can be drawn upon

for this process:
 

The AMIS Project has pioneered indeveloping methodologies for rapid appraisal

of constraints to marketing/agribusiness system operations and perform'ice that
 
should serve as a useful foundation for such analysis. AMIS Project team members
 
have a network of offices inANE countries and country-specific expertise that
 
can contribute to cost-effective appraisals. AMIS has already conducted a number
 
of rapid appraisals and conodity and product feasibility studies that can serve
 
as the foundation for the design of country and product specific agribusiness

initiatives inthe Philippines, Nepal and Tunisia.
 

Additionally, the U.S. Trade and Development Program (TOP) has funded a 
number
 
of Reconnaissance Surveys of Agribusiness Investment Opportunities that provide

important insights into an approach that will provide opportunities for U.S.

business to identify joint venture partners. The ANE Bureau has recently

provided a grant to the American Society of Agricultural Consultants (ASACI) to
 
build on this experience by supporting similar activities inANE countries.
 

To date, A.I.D. has initiated analyses from a number of different sources that
 
examine the agribusiness environment inIndonesia, Nepal, Pakistan, Philippines,

Poland and Tunisia. Other sources of useful information are the US Department

of Agriculture and OPIC Trade Mission reports.
 

In each case, a critical element that will differentiate successful Rapid

Appraisals for A.I.D.-sponsored agribusiness initiatives will be their ability

to clearly identify opportunities, capabilities and constraints that 
are

important to both the policy makers inthe countries involved and the local and
 
international entrepreneurs who are potential investors or participants 
in
 
implementing the agribusiness strategy. 
While A.I.D. has often been criticized
 
for failing to recognize that business involvement will be predicated on self­
interest, host countries often fault U.S. business missions for the same short
 
sightedness with respect to country development objectives. Successful rapid

appraisals will address both potential pitfalls.
 

5. SuppDot fr Technology Development and Transfer 
U.S. firms have considerable expertise and a catalogue of exportable products

that can contribute to the development of technology appropriate to the needs
 
of ANE agribusiness, The products range from computer hardware and programs for
 
least cost feed rations, to inputs and equipment for integrated poultry

production, to bulk handling equipment 
for local and imported grain, to
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processing and packaging machinery. In some cases, this resource may be tapped
for partnerships between U.S. and ANE firms through scientific exchanges, joint
ventures, licensing or franchising arrangements and direct sales.
 

A.I.D.'s Entrepreneurs International Program, sponsored by the Office of
International Training, has led to useful experience with U.S. business and a
few sales and business arrangements. As countries move up the economic ladder,

it is likely that exposure to developed country practices and approaches will
become increasingly relevant, even though adaptation to 
local conditions will
 
still be required.
 

6. Contributions to FacilitatingAgribusiness Rnancing 
Studies of formal and informal credit
 
markets inANE countries may help to
 
identify real financial constraints to 
 ...... 
 ..
agribusiness development. Monetary ... Eg.... paf..

policy, exchange rates and
convertibility all influence decisions i98 VnSstbeE~ypti i.
 
Lo invest. Some of these issues can i diViip tlbr*o ii.be addressed as part of A.I•D. policy 
 00 d '-:i.XS:iIfl. s ! 

:
dialogue with host countries. i.fljf...... mo.!t ....
e ..
 

Although A.I.D. is not a financial W. .Statin:: """ai
institution, it facilitate ibo~ejn i in..thi.can I~di 
financing ina number of ways. Options est9bflshniei. fiZRPie ed 
to increase available financing for tip".~e amoiple.
agribusiness development include 
 r Wmew irnt,assistance in identifying sources of t-iondirect financing, to credit guarantees .....Am.erfroa.n inof E'ypt lapitaI
for loans and venture capital funds, . king ietfte:toieto use of Commodity Programs d f r er 
(CIP) to facilitate imports of 
equipment and supplies that can then
be paid for in local currency, to tbe.E:iti. r ..... iiive. 

Import "ciiIpout iea 

setting up revolving funds for Wi P1ii0 hii'e4.
7tbi .
agribusiness development. Capital.......... .rdS04ilhUS;
market development in some countries :roII' thee.flii 
may yield a source of funds for . sb ... C

agribusiness. Potential joint ventures I1iii 1$ fi oi1$p Of theand ownership arrangements can also i)f 'oiitien th perat~on.
lead to direct investment of private has esea.P...l....iircrnland
r ih 


....
capital inANE agribusiness. ... t..l......fliti..........
l nd18i
 

It is essential to bear in mind that iP~Ot ii.Yinti
e 1nIikfstan 
inadequate financing is often a bona.........­
fide problem but sometimes for reasons 
related to management rather than the
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financial system. 
A.I.D. support for capacity building can contribute to local

agribusiness' ability 
to prepare projects that will receive financing from

commercial sources. While a number of U.S. government programs provide financial
 
support for feasibility studies, A.I.D. will want to consider 3upport that helps

governments, and local and international entrepreneurs identify and design

projects that mesh development objectives and profit opportunities. Numerous

business leaders interviewed pointed to examples of the problem of i:ladequate

industry knowledge in government attempts to design programs, contract and

investment 
terms 	that protect national interests whie encouraging private

business. 
Where specialized terms fail to reflect the realities of international
 
markets, countries may find that few businesses are interested inworking with
 
them. The absence of competition may exacerbate their situation.
 

7. 	 Identifying Priorities for Infrat ucture Development and
 
Maintenance of Infrastncture
 

The condition of roads, bridges, public .....
 
utilities such as power, water and 
sewage treatment, market 
infrastructure, ports, communications 
and information systems and educational Dup Ie ii4mary fn:11rs:.arp businness ::the 
systems all influence private sector 
investment decisions. Although has recentiyexp;iidd.... Winp
A.I.D. s priorities may focus less on prodution owit4.s owith gr-.i
direct financing of infrastructure and Jointveure~a m. Theiloc ­
maintenance thai previously, A.I.D. can 
 ! 	 ! ii
 
still facilitate infrastructure Paz e~tebtin:R~ns~Dl 

development by working with governments 
 .................... 
 .
 
and other donor and funding agencies ...... ln ia'proiecipo dlor
.een.. 

to identify priorities and pursue 	 ......i.i;.4y )x.......

innovative approaches financing 0*i)niby1I I".
to ... ....wa tiih 
them. The use of U.S. commod'ties in ........ iii jm us)ti
food for work programs merits further XP........... 
analysis at one extreme. At another, .... . on 
where capital exist are &S6$±$ at.markets or .ipr . imeid' con ro:
 
being developed, public debt offerings
 
can be explored. A.I.D. has worked ___.................._.. ...... .......
 
with a private agribusiness in the
 
Philippines to encourage 
investments in water management infrastructure that

benefitted both the country and the company. 
A.I.D. has also financed a range

of infrastructure projects that made use of U.S. business expertise, material
 
and equipment in their design.
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U. 	 Contrbuting to Innovatlone that will Assure Availability

of Equipment Supplies and Raw Materials
 

Assured and timely availability of the
 
required quantity and quality of raw
 
materials, 	 including 
 agricultura.

products, production innuts and
 
packaging materials is critical to
agribusiness investment decisions. 
 ...........

Plants built without attention to 
 ..
......
supply stand idle throughout the 	 ... osU.i..


XOiX.d'i4i& 	 n
developing world. 


Some U.S. and multinational 
firms ift X.:.'".iVe ... 
address this problem through vertical P'*.':-.i l :kn-*isTe~n
integration. A variety of hd'bee 
a nMaJ6r User of 'po rted pea

opportunities to develop contracting beai............. rke :
o .with
 
arrangements that protect the interests AA ... a : ................
] ume 	 ".t.::n..
of both agricultural producers and cQJ1ud. tHi8} *)oC&ip'u i...
 
agribusinesses can 
be addressed 	with I..........t...R udtt.

A.I.D. support. A number of these are 
 .t..
.i...... .

currently being inventoried as part of r.0.0t.pVW0ttat t1V0 

the AMIS project. ....I...... WT M."...
 

On the input 	side, policy reform may 1.;XIR.W7.h...
..

also be required. Tariffs and quotas IhfIpnIJ.4.Ii .and;vi. .t...
 
on imported containers, packaging 
 4 .t.....l

equipment and materials may prevent iiX ~ 	 raw ifi 	 .....
 
locally processed products 
 from .................. 


...
competing with imported goods, or ..... t....fndprjce$
 11......
.. ........
 
developing export markets. 
 afld t m t J yte


ilpQ~ ad . . to 

iin'd 	 (dpr:h 0ra~ ai f~rjiiii!i~iiiliill 	 ....................
...........
..
 
....... ~~~.... 	 : :..!!::~iii~
...


Ongoing and Planned Activities 
to Support 	the ANE AgrIbusiness initiative 

A.I.D. officials have taken or initiated a number of important steps to

contribute to an on-going business-government dialogue insupport of agribusiness

development in the ANE region. These include:
 

1. First 	phase ANE Agribusiness Strategy Study was conducted by Abt
 
Associates, Postharvest Institute for Perishables and Deloitte, Haskins
 
and Sells through the AMIS Project.
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2. 


3. 


4. 


5. 


6. 


7. 


8. 


9. 


Agribusiness strategy was the ..
 
subject of a presentation and i-' 

,
 
4 

discussion with agriculture and
 
rural development officers in
 
Rabat, Morocco inFebruary 1989. i..
 

............. . ..
.... !. 


Washington Agribusiness --.j.. ........
 
Roundtable, held July 1989, i nZrn! pavswiii1!
 
brought together leaders of
 
agribusiness and for n S.. .............
A.I.D. i:e estt 4 .k in....... 
discussion of mutual interests with goveramoei't tor, Prid:e, p
and experiences inagribusiness !toli are.a jntjogciv
development in the region. . ................ ...: 

Agribusiness Working Group, i ~vernment assi(
t nco
 
September 1989, brought together .Y (iety>Qfagda$ biK 
a limited group of agribusiness .......... 
representatives to serve as an . .N*|...-U 

informal sounding board for : .....
...... ...... 

proposed agribusiness support i 'ivivtaijlb Toiat'.
 
initiatives.
 

Strengthening grant to ASACI to .......
 
provide reconnaisance expertise mk.wc su.. . .. •r...t........
 
in identifying agribusiness i what they know btr,-pof it.-­
opportunities. an 

Pilot, country-level Rapid 4iLi.i tttIi ff Agr~uiuie

Appraisals of agribusiness, aimed ........
 
at identifying agribusiness

capabilities, constraints and .....
... 

opportunities including existing 6i":........:.. ..
:.::.:.:::..::..
 
capacity, competitive position,

comparative advantage and market opportunities. Pilot activities have
 
begun inTunisia, Indonesia, Pakistan and Sri Lanka.
 

Presentation and discussion of Agribusiness Strategy at November 1989
 
conference of A.I.D.'s Country Mission Directors.
 

Presentation on "Transforming Third World Economies: The Agency for
 
International Development Takes a New Look at Agribusiness in the
 
Asia/Near East Region" to International Agribusiness Forum by James
 
Lowenthal.
 

Second phase contract with Abt Associates through AMIS for Agribusiness
 
Promotion Strategy support, including:
 

a. Regional agribusiness conferences inthe Midwest and Western States,
 
directed at providing information about A.I.D. support activities
 
to U.S. agribusiness and further opportunity for interaction among
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A.I.D. officials and agribusiness interests. The first isplanned

for Chicago, February 6,1990, incollaboration with the Mid-America
 
Committee for Business Government Cooperation.
 

b. 	 An in-depth survey of U.S. agribusiness interests and experience in
 
investments, joint ventures, licensing, exports, imports, in
 
countries of the ANE region and priorities for working with A.I.D..
 

c. 
 Preparation of briefing matericls to help agribusiness work with
 
A.I.D. and other government support programs.
 

10. 	 Agribusiness training for A.I.D. agriculture and rural development staff
 
as a first step toward a role in coordinating Mission agribusiness
 
activities.
 

Issues for ALLD. and Agribusiness to Address 

A.I.D. has announced a serious new t 'W 
commitment to working with agribusiness i i. ; l
internationally and in countries 	 ..the 	 ........ 

of Asia, Eastern Europe, the Near East Ii0re. ...... 
and North After a ........... ........Africa. almost .... 
decade of discussion of the role of the.......­
private sector in international ,i A f:;::..::::.

development, A.I.D. is at a critical fl ind 
juncture with its new Asia Near East . 

Agribusiness Strategy. If this.............. 
strategy isto lead to concrete actions 
that contribute to business 
profitability and national development, a 
number of issues must be addressed in
 
discussions within A.I.D. and with private agribusiness including the following:
 

1. 	 Ways that A.I.D. can rapidly prepare its staff to work with agribusiness

through a mix of training, hiring and contracting to reinforce country

mission and Washington-based skills.
 

2. 	 Designing a unique A.I.D. role among government agencies to support local
 
and U.S. agribusiness development directed at profitable contributions to
 
growth and employment.
 

a. 	 This requires attention to coordination among parts of A.I.D.
 
as well as among other agencies.
 

b. 	 A critical role for the rapid appraisals of country and product

specific opportunities and constraints should be on placing

A.I.D.'s role in perspective.
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3. 	 Standard business practices and A.I.D. regulations do not always coincide.

Many inbusiness perceive A.I.D. contracting procedures as difficult to
 
understand. The interpretation of the integrity inprocurement regulations
 
may lead A.I.D. employees to insist on sharing the cost of lunches or to

refuse hospitality that others would consider a normal part of doing

business. The government approval process may make individual A.I.D.
 
employees seem somewhat evasive in response to proposals or offers of
 
analysis. A.I.D. needs to develop ways to increase flexibility, while

businesses may need patience, which is critical to success in the
 
developing world inany event.
 

4. 	 Many U.S. agribusiness firms are already involved in activities in the
 
countries inwhich A.I.D. works without government assistance. Why should
 
they contribute to and take advantage of government programs? In some
 
cases government to government negotiations can be more effective than

those of an individual firm, and contributing to development can be good

business. With $4.25 billion in projects and programs in Asia and the
 
Near East and $900 million available for programs in Eastern Europe,

substantial taxpayer resources are at stake. The potential payoffs from
 
working together are extremely high for all involved.
 

The purpose of the planned Midwest and West Coast Agribusiness Conferences is
 
to bring together business and government representatives to further develop the
 
process of dialogue and cooperation that A.I.D.'s Asia Near East Bureau has
 
initiated over the past year.
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Appendix 1. Selected U.S. Agribusinesses and Commodity / Trade 
Associations Contacted during Agribusiness Strategy Study 
Agricultural Cooperative Development International
 
Alliance Foods
 
American Soybean Association
 
Arbor Acres Inc.
 
Archer Daniels Midland Co.
 
Ball Corp.
 
Bank of America
 
Beatrice International
 
Blue Anchor, Inc.
 
Blue Diamond Growers
 
Buhler-Miag
 
Butler Manufacturing Co.
 
California Cling Peach Advisory Board
 
Cargill
 
Castle & Cooke, Inc.
 
ConAgra
 
Continental
 
CPC International
 
Deere & Co.
 
Dekalb Genetics Corp.
 
Del Monte Foods
 
Dole Packaged Foods, Inc.
 
Du Pont
 
FMC Corp.
 
Food & AgroSystems, Inc.
 
Fresh Produce Council
 
W.R. Grace
 
General Foods
 
H.J. Heinz
 
Hunt Wesson Foods International, Inc.
 
IMC Fertilizer
 
international Tropical Fruit Promotions, Inc.
 
Kraft - General Foods
 
Land O'Lakes, Inc.
 
Louis Dreyfus
 
Monarch International (S& W Fine Foods)
 
North American Grain Export Assn.
 
PepsiCo.Inc.
 
Philip Morris
 
Pioneer Hi-Bred
 
Quaker Oats
 
RJR - Nabisco, Inc.
 
Scafco Corp.
 
Sun Diamond Growers of California
 
Sun World
 
Sunkist
 
Tri Valley Growers
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Tyson Foods
 
U.S. Chamber of Commerce
 
U.S. Feed Grains Council
 
U.S. Wheat Associates
 
York Manufacturing Company
 

Selected ANE contacts:
 

Bangladesh/United 3tates Business Council
 
Embassy of Arab Republic of Egypt
 
Embassy of Burma
 
Embassy of India
 
Embassy of Indonesia
 
Embassy of Jordan
 
Embassy of Kingdom of Morocco
 
Embassy of Nepal
 
Embassy of Pakistan
 
Embassy of Philippines
 
Embassy of Sri Lanka
 
Embassy of Thailand
 
Embassy of Tunisia
 
Embassy of Yemen Arab Republic
 
Oman Chamber of Commerce & Industry
 
Tunisia/ U.S. Business Council
 

Selected Academic Institution Contacts:
 

Agribusiness Education Development Project Conference
 
(included representatives from most U.S. academic institutions 
with
 
agribusiness programs)


California Polytechnic University (Pomona), Department of Agribusiness Management

IGIAA, Cergy-Pontoise, France
 
Laval University, Quebec, Canada
 
Michigan State University
 
Purdue University
 
University of Santa Clara, Institute for Agribusiness
 
University of California, Davis
 
University of Montpellier, France
 

Selected Government Contacts (outside A.I.D.):
 

California Department of Food & Agriculture
 
California State World Trade Commission
 
OPIC
 
U.S. Department of Agriculture
 
U.S. Trade and Development Program
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