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PREFATCE

This is the second work in our Sector Studies series, which focuses on
specific policy areas, either in individual countries or in comparative
assessment of multiple couniries. This work by Uma Lele is based on a
multiyear study, conducted primarily by the World Bank, that analyzes
agricultural development in Africa and the effeci of external aid on its
progress.

The importance of understanding the impact of donor aid on recipient
countries cannot be overestimated. The development strategies of most
African countries have been critically influenced by levels of donor
assistance. There is also the question of whether aid achieves the goals
donors set for it. Can it be targetcd more effectively or more efficiently,
and what information must donors and recipients have in order to formu-
late the best assistance strategies and programs?

There is considerable consensus that many donor problems are associ-
ated with a lack of country-specific knowledge, including historical and
situation-specific constraints. This Sector Study providcs the information
most urgently needed to make solid, productive decisions about agricul-
tural development and how donor assistance can be best appropriated.
Lele examines six African recipient countries in close detail—the pre-in-
dependence conditions, developmental progress and history, political sta-
bility, and other issues. The focus on discovering the origins of
agricultural growth and weighing the impact of external factors (espe-
cially donor aid) is extremely important to anyone involved with aid or
agricultural development and their effects on economic growth.



PREFACE

We are pleased to present this valuable publication and hope that it will
be of great assistance to both scholars and policy makers.

Nicolds Ardito-Barletta
General Director

International Center for Economic Growth

Panama City, Panama
January 1990
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Introduction

Africa’s economic crisis is increasingly coming to be recognized as aresult
of the critical state of agriculture in most African economies. Nonetheless,
and despite agriculture’s overwhelming importance to all major dimen-
sions of those economies—as a source of food, exports, employment,
savings, government revenues, and raw materials for industrialization, and
as a market for goods and services produced in the nonagricultural sec-
tors—there has been little systematic analysis of Africa’s agricultural
problems. Little information, based on country-specific and Ccross-country
analyses, exists to guide either government policy makers or donor
agencics.

Substantial proportions of African countries’ gross domestic product
(GDP) and government expenditures are supported by a diverse range of
external donors. Aid coordination arrangements notwithstanding, this
assistance is often based on a relatively short-term assessment of country
performance, based on one-year to (at most) five-year time frames. The
understanding of an individual recipient’s resource endowments, histori-
cal, political, and institutional inheritances, and their long-term develop-
mental rezord is typically not brought to bear on the level or composition
of external assistance; nor are these factors incorporated imo the policy
dialogue with governments. Rather, a particular donor’s development
philosophy and trade/diplomatic interests tend to determine its long-term
aid patterns. In the short run, competition between donors to finance
currently fashionable types of assistance has played a part in the compo-
sition of aid flows—a tendency that has been augmented by recipient
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governments’ often weak national policy planning and implementation
capabilities. and by their inclination to maximize financial flows of aid
rather than focus on the quality of assistance they receive.

In response to these concerns, the World Bank, working actively with
seven other donors and six African governments, has had under way since
1984 a long-term, cross-country comparative study called Managing
Agricultural Development in Africa (MADIA).! The purpose of the study
has been to determine where and why growth has occurred in the agricul-
tural sectors of sclected African countries since their independence in the
mid-1960s. and. in addition, to assess the extent to which domestic
policies and the external economic environment (especially changes in
world market prospects and the level, form, and composition of aid) have
contributed to the process of growth. This monograph gives an overview
of the study's methodology and key findings to dat:.

The Country Sample and Collaborating Donors

The countries selected for analysis (Kenya, Tanzania, and Malawi in East
Africa: Nigeria, Cameroon, and Senegal in West Africa) have 40 percent
of the population of sub-Saharan Africa and 50 percent of its GNP. These
six countries cover almost all the ecological zones in Africa, ranging from
the Sahelian and the Guinea Savanna Zones in the north to the equatorial
rain forestin the south. and the volcanic, humid, and semihumid highlands
of East and West Africa. Taken together. they grow almost all the major
crops ol Africa, including tea, coffee. cocoa, tobacco, cotton, groundnuts,
cashews, sisal, sugar, maize, sorghum, millet, and rice. They include two
oil-exporting and four oil-importing countries, two land-surplus and four
land-short countries.

Despite their diverse physical characteristics, and although they have
followed different policy paths and achieved different outcomes, these six
countries have enough features in common to permit a fruitful comparison
of the interaction of national policies with resource endowments and other
factors in explaining country-specific performance variations.” With the
exception of Nigeria, all have enjoyed a high degree of political stability.
Since political stability has by no means ensured stability of institutions,
however, it is possible to examine both the factors influencing stability of
institutions and the effects of instability on the processes of development.

The donor participants in the MADIA study (the World Bank, United
States Agency for International Development [USAIDY], United Kingdom
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Overseas Development Assistance (UKODA), Danish International De-
velopment Agency (DANIDA), Swedish International Development Au-
thority (SIDA), the European Economic Community (EEC), France, and
West Gormany) have provided nearly 60 percent of aid flows to Africa.
Different combinations of these eight donors have been particularly im-
portant in ; roviding policy advice and financial flows to each of the six
selected recipients.

A Conceptual Approacn to the Study

Many anaiysts of long-term economic growth processes who have empha-
sized the role of agriculture in overall economic development ( Kuznets,
Okhawa, Ishikawa, Johnston, Mellor, and Lele) have also pointed out why
successful mobilization of smallholder agriculture (as distinct from nar-
rowly based gre,wth of large-scale farming) is crucial for sustained overall
advance. They have demonstrated the relationship of the structure of
agricultural production to the structure of consumption, savings, and
investment; they have illuminated the pattern of demand that such broad-
based development generates, and thus the types of growth linkages that
are generated internally between agricultural and nonagricultural sectors
and internationally between domestic and external markets. These link-
ages critically affect both the pace and the robustness of growth.

While cariy approaches to growth theory stressed the relationship of
capital accumulation to the economic growth process, economists have
subscqueatly come to highlight the special contribution to the growth
process of ““nonconventional™ inputs (technological progress and knowl-
edge) relative to the influence of conventional facto.s of production (land,
labor, and capital). Others. such as Harrod Domar, W. Arthur Lewis,
Theodore Schultz, Schumpeter, and Harry Johnson have elaborated on
the ditferent kinds of capital needed for growth, pointing out the comple-
mentarity among human, organizational, institutional, and physical capi-
tal. (See, for example, Bruce Johnston’s elaboration of Harry Johnson's
notion of capital.) Indeed, the literature on growth theory has shifted its
emphasis away from the unportance of traditional capital and toward an
understanding of the role different forms of capital can play in determin-
ing knowledge acquisition and technical progress.

The development strategies of most African countries (but not all of
them, as Nigeria demonstrates) have been critically influenced by levels
of foreign aid. Moreover, aid has not only meant increased access to
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financial resources, but also increased advice on development policy.
Meanwhile, the literature on development financing, starting from the
premise of fungibility of financial capital, has concluded that the benefits
of donor financial assistance stem less from the specific projects sup-
ported by this assistance than from the marginal investments that donor
assistance has enabled governments to undertake. While this is true at the
project level, the literature has generally not focused on the effects of the
size of aid flows, in relation to the size of recipient economies, on the
totality of recipient government expenditures. In particular, the literature
has not sufficiently recognized the balance between government develop-
mental expenditures (and the effect donors have, or could have, on such
expenditures) and nondevelopmental expenditures.

Finally, it is our hypothesis that the limited capacity of recipients to
formulate and implement development policy means that external percep-
tions of development programming priorities—notably the activities do-
nors consider desirable to finance and the policy issues they have been
willing to pursue—have had an important influence on the deployment of
different forms of capital, and especially on judgments about the appro-
priate balance between them for achieving key developmental objectives.

The MADIA study therefore focuses not only on the sources of growth
in agriculture during the past two decades (based largely on conventional
inputs of land and labor), but also on the implications of each country’s
initial endowments and subsequently accumulated belances of different
forms of capital that represent sources of future growth. Our definition of
capital includes not only human and institutional resources, but also
political capital, including the strength and stability of government com-
mitment to development—factors not usually incorporated by economists.

No single formal methodology is available for undertaking the kind of
wide-ranging analysis of long-term agricultural growth and distribution
trends, and the factors underlying them, that the MADIA study 2xempli-
fies. We have therefore used rigorous quantitative analysis of those
features of the overall inquiry that lend themselves to such a method, and
a broader political economy and institutional approach has been used on
those factors less easily quantified.

For each of the MADIA countries, the analysis begins with an assess-
ment of national resource endowments, including initial post-
independence conditions as determined by colonial inheritances and po-
litical and ecor.amic structures. Agricultural performance is then analyzed
over a period of more than two decades—from 1960 to 1988, depending
on data availability. The growth of food crop production, agricultural
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imports and exports, the nature of large and small farmer production, and
regional patterns of growth within each country are examined, as are the
availability of institutional and policy supports for farmers, the workings
of official crop marketing entities (including government menopuoiies),
and unofficial agricultural markets.

To the exteat that the data permit—and data resources vary signifi-
cantly between MADIA countries, reflecting differences in the quantity
and quality of organizational and informational capital available for deci-
ston making—production growth is then decomposed according to
whether it derives from area expansion, yield increases, or shifts in
cropping patterns between high and low valve crops.® They are further

valuated interms of locational shifts of production between resource-rich
and resource-poor regions within each country,

TL. causes of differences in ¢ =+ i ries” agricultural performance are
then examined. The analytical framework used in the study divides the
causal variables into three categories called (a) “luck™ factors, (b) macro-
economic factors, and (c¢) sectoral factors; ihe latter two categories cover
the policy responses of governments to the circumstances arising out of
factors in the first category. The distinction between these sets of factors
is an important one: there has been relatively little focus in prior analysis
on the genesis of country policies, tnc interactions between the resource
endowments (broadly defined) at the disposal of governments, and the
policy responscs they have devised to adapt their endowments to develop-
mental challenges and goals.

By “luck™ factors we mean the initial conditions in each of our sample
countrics at the time of independence, along with any subsequent changes
in those conditions caused by major domestic or external developments
outside the countries’ control. In the injtial conditions that they inherited,
we include the quality and quantity of land (including population pressure
on land),* hurnan capital (including variables that affect the quality of
human resources in terms of such social indicators as health, education,
access to water, cic.), institutions (i.e., governmental systems, links with
world markets, and domestic commercial and grass:oots institutions that
represent producer interests), and transportation and communication in-
frastructure availability. By subsequent changes in the external or internal
environment we mean the nature. ‘requency, and magnitude of external
shocks® and internal political dislocations.

The analysis of policies first focuses on evaluation of the general
macroeconomic environment—in particular, the extent of implicit or
explicit taxation of the agricultural sector through overvaluation of the
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exchangz rate or through the net effects of officially determined prices and
subsidies. Resources mobilized through net taxes on agriculture may also
be returned to the sector through the provision of public goods in the form
of productive and social services for farmers, for example, agricultural
research, extension, transportation, market information, and support for
human resource development, which may offset the disincentive effects
of pricing policies. The MADIA study therefore examines public expen-
diture policies and patterns. their changes over time, and, where available,
the inter- and intra-sectoral levels and shares of public cxpenditure going
to agriculture and other sectors that support agricultural development,
compared to suppoit for other competing sectors of the economy.

Neither absolute nor relative expenditure levels can, in the absence of
analysis of the gualiry of these expenditures, convey much information
about the utility of public investment programs. We have determined
expenditurc quality by’ evaluating the investment choices made in the
agricultural and rural sector, the balance between recurrent and capital
expenditures. the stability and predictability of expenditure levels and
patterns, and the role of central, (or in the case of Nigeria, federal)
regional, and local governments in planning snd implementing expendi-
tures. Based on quantitative and qualitative information on each country,
we have formed a subjective comparative judgment of country perfor-
mance with regard to expenditure quality.

Given the importance of trade in the GD® of the MADIA countries (see
table 1), public expenditures are greatly influenced by international (barter
and income) terms of trade, as well as by foreign aid levels. Agriculral
terms of trade liave fluctuated widely but arcund a generally declining trend
for most MADIA countries, creating a need for foreign borrowing over and
above concessional inflows of foreign aid (see figure i). The magnitude of
the external shocks experienced by cach of the MADIA country economies
is therefore evaluated in order to determine the circumstances which got them
into these positions, along with officia! policy responses and their subsequent
effects on agriculture and the rural sector as a whole.

In addition to examining these specific macro faciors, the analysis also
takes into account how the macroeconomic environment as a whole
creates differential opportunities for employment and returns in the agri-
cultural and nonagricultural sectors (leading to competition for labor use
in the various sectois), how it influences the level of internal demand for
goods produced in tiie agricultural sector, and how it affects the relative
incentives for domestic and external production. Therefore, the nature of
demand for factors of production, and expected and actual external and
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TABLE | Share of Trade in Gross Domestic Product of MADIA
Counlrles l967—l984 {percent ofcurrent value)

Kenya VldldWl Tanzanla Camcroon ngerm Seneg,al

1967-73  58.5 51.2 53.8 50.4 34.0 58.8
1974-78  67.5 56.9 48.5 53.5 494 84.0
1979-81 62.4 64.3 41.1 58.0 53.0 76.9
1982-84 55.8 47.5 336 55.0 37.3 71.1
1967- 84 61.2 54.8 48.6 53.2 42.3 70.9

SOURC'S World Bdnl\ deb.xsc (BESD) dnd PILITL SCl\d MdLmLLonomxc Shocks,
Policies, and Performances: The Case of Three West African Countries—Cameroon,
Nigeria. and Senegal,” MADIA Working Paper (Washington, D.C.: World Bank,
forthcoming).

domestic demand for agricultural output are examined. Because expecta-
tions about the nature of external Jemand have influenced macroeco-
nomic and scctor policies, the flows of labor and capital witnin
agriculture, and the balance between food and export crops (or small-
holder and large-scale agriculture), as well as the balance between agri-
culture and the rest of the economy, are analyzed. Also analyzed are the
effects of international marker prospects on the evolution of the agricul-
tural development policies and objectives of govarnments and donors.

Finally, the effects of sector specific policies on output growth are
considered. Snecial attention is paic to input and output pricing, subsidy
policies, and land policies (where the combination of land pressure,
income distribution profiles, and the economic and political importance of
achieving rapid agricultural growth have led to highly differential access
to land, which can in turn differentiate the ability of small and large
farmers to mobilize lavor, capital, and technology., along with the possi-
bilities for intensification). Policies toward agricuitural research, exten-
ston, credit, and marketing are also examined, with special reference to
differences between countries in terms of the relative roles of private,
public (interministerial, cemzal, and regional governmental), cooperative,
and grassroots institutions.

General Conclusions

The MADIA study stresses the absence of growth in agricultural produc-
tivity in Africa. Its findings show that agricultural production has generally



FIGURE 1 Barter Terms-of-Trade Indexes for MADIA Countries,
1965-1987 (base year = 1965)
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grown as a result of expansion of cropped area, and, to a lesser extent,
changes in croppin[(z patterns-—both processes, in turn, spurred by rapid
population growth.” Countries that have maintained their comparative
advantage in export crops. and have pursued a balanced strategy regarding
the production of food and export crops. have done better than those
attempting quick diversification out of agriculture into industry, or out of
export crops into food crops. Tea and coffee in Kenya, for instance,
exemplity this conclusion, whereas the costly and complex diversification
strategies attempted by Tanzania and Senegal demonstrate its negative
side. Efficient producers can maintain and expand their market shares, but
because Africa’s options to diversify exports out of traditional agriculture
remain limited in the short and medium run, their efforts need to be
supported by both appropriate domestic policies and donor assistance.

The study reveals that donors have made a surprisingly small contribu-
tion to agricultural development in Africa. Countries receiving the most
aid have performed the least well, as external finance has substituted for
a sound diagnosis of development problems. Even in countries that have
done well, donor interventions explain only a small part of their achieve-
ments. The few success stories are accounted for by the efforts of the
former “colonial™ donors (showing the importance of detailed knowledge
based on grassroots experience as a source of well-planned and executed
development programs). There have been some excellent examples of
U.S. bilateral efforts in human capital development. The World Bank’s
assistance to Nigeria, similarly, is a good example of a donor helping to
stabilize agricultural policies in the smallholder sector in circumstances of
great internal turmoil. Overall, however, there are few instances of donors
helping to augment recipients’ planning and implementing capabilitics or
providing a stable policy environment over the long term. Donors have
facked the long-term perspective needed to develop a strategy that
achieves a balance between food and export crops, poverty and growth,
public sector roles and private sector initiatives, and short-term gains and
longer-term capacity building.

Given the numerous constraints to obtaining growth in African econo-
mies, there has been a lack of consensus among donors regarding both the
diagnosis of the problem, as well as the direction of aid policy. They have
sought universal explanations for Africa's poor performance, such as poor
domestic macrocconomic and sectoral policies, neglect of price incen-
tives, and a lack of support for private initiatives. In reality, however, there
appears 10 be no simple explanation—there is not a single Africa-wide
crisis, but rather a range of national, regional, or subregional crises, each
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with its blend of causal factors, including climatic, soil, ethnic, politico-
historical, and human/physical capacity endowments. In view of the carly
stage of development of African economies, this diversity of domestic
constraints has resulted in poor agricultural, and overall economic. perfor-
mance despite substantial inflows of external assistance and, in some
cases, despite favorable external shocks. In the unstable economic climate
of the 1970s, for instance, many of these trade-dependent countries suf-
fered large terms-of-trade losses. Yet, even those countrics that capital-
ized on the oil bonanza (e.g.. Nigeria) or other favorable trade movements
(such as the case of phosphates in Senegal) could not achieve and sustain
a patiern of broad-based income growth. In the 1980s, this range of
micro-level constraints and other factors in Africa has defied donor efforts
to apply generalized blueprints for “reform™ that gloss over ihe need for
case-specific responses to individual crop production and country reali-
ties. Hence, MADIA rescarch demonstrates the urgent need for a compre-
hensive and location-specific diagnosis of constraints to productivity in
order to develop tailor-made, long-run solutions.

A coherent, consistent policy framework built on a consensus between
Alrican governments and donors is important because most African
countries suffer from severe shortages of human capital resources. De-
spite much growth in trained manpower, the very low initial base, com-
bined with inadequate use of such human capital as has been developed
and the attrition of expertise of colonial donors, has left many African
governments with little capacity to frame development plans or deal with
the proliferation of external factors or even to articulate cftectively their
need for stronger bases of human and institutional capacity in Africa.



Aid Flows to MADIA Recipients

The 1973-1974 drought was a watershed point in the levels and patterns
of development assistance to Africa. The rise in world market prices of
cereals, caused in part by the drought and the simultaneous depletion of
world food stocks by U.S. wheat sales to the Soviet Union, heightened
concern about the increasing vulnerability of the least developed countries
to intemational fluctuations in food supplies, and intensified interest in
expanding the continent’s food production capacity. The drought also
came on the heels of a growing awareness that, following the Green
Revolution in Asia, “trickle-down” effects alone could not be expected to
solve (or even swiftly and substantially reduce) poverty in the developing
world.

These concerns coincided with a wider intellectual consensus about the
unpromising future for developing countries’ primary commodity export
prospects, especially regarding their volatility and perceived declining
secular trends.” African governments simultancously noted the rapidly
rising intermal prices of food crops relative to export crops, and resolved
to achieve domestic food self-sufficiency.® These developments pro-
duced a series of diverse international articulations of the need to make a
direct “Assault on Poverty.” While Robert S. McNamara’s Nairobi
speech in 1973 and subsequent World Bank publications provided the
most respected expression of these concerns and their implications for
donor policies, different manifestations of the same thinking were under
way in other donor agencies—for example, the congressional mandate in
the United States and various White Papers in Britain.'?
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The new focus on assistance for poverty alleviation and domestic food
production in recipient countries generally, and in Africa in particular,
resulted in five of the six MADIA countries experiencing substantial real
growth in capital transfers for nearly a decade, much of which was
Justified in terms of the need to give priority in donor assistance to
agriculture and rural development, and especially to achieve food secu-
rity.'! Aid levels rose on a per capita basis and as a proportion of both
GDP and government expenditures. The share of resources allocated by
development agencies 1o agriculture and rural development also rose
sharply. The World Bank adopted an informal guideline recommending
that 25 percent of its lending go to agriculture and rural development, and
as aresult, this category of its assistance more than doubled. Development
financing rose strongly in real terms in the late 1970s and early 1980s, but
fell in the following years (though the flow size varied considerably by
country) before rising again in 1986,

By the late 1970, the combination of a scries of developments—including
the two oil price shocks, the decline in Africa’s terms of trade (due to the
recession in Organization for Economic Cooperation and Development
[OECD] countries). and the internal expansionary policies pursued by some
govemnments—had begun to produce major macroeconomic difficulties in
many African economies. Implementation of the large portfolio of rural
development projects had become a financial and administrative impossibil-
ity leading to a shift in the focus of development assistance toward support
for policy reform.'> With the benefit of hindsight it is now evident that the
conjunction of an imperfect understanding of the evolution of the intema-
tional economic environment and an inadequate grasp of the diverse mix of
variables affecting the internal growth processes of individual developing
countries adversely affected the content of donor policy advice and develop-
ment assistance. In retrospect, this explains horh the overcommitment to the
antipoverty crusade of the 1970s and the similarly zealous faith in “getting
prices right™ during the early 1980s.

The effect of concerns about poverty alleviation, as reflected in inte-
grated rural development projects, was to shift the policy attention of
donors and governments (a) away from export crops (which the “colonial”
donors had tended 10 emphasize) and toward support for food crops, and
(b) away from the high potential arcas where export crops were typically
produced and toward low-income regions. This change in investiment
poticy. which favored resource-poor regions with few known technolo-
gies, actually slowed agricultural growth. It did, however, support impor-
iant sociopolitical objectives of governments, including national
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integration, while laying the foundation of human resource building ser-
vices in areas previously barely touched by infrastructural and agricultural
investment.'* Moreover, donor assistance contributed substantially to
public sector expansion in the MADIA countries.

However, the subsequent shift of development philosophy in the early
1980s—away from integrated rural development and toward macro and
sectoral adjustment lending and private sector initiatives—has been sim-
ilarly flawed by its inadequate recognition of the variety of causal factors
underlying past growth or decline. Nor did it realize the likely effects of
price-based policy reforms on aggregate supply responses or the comple-
mentary, nonprice microeconomic actions needed to ensure that the policy
reform process was sustainable beyond the short term and harmonized
with underlying developmental realities and long-term goals.

Before addressing the evolution of aid to agriculture in MADIA coun-
tries, however, it is necessary to put them in context by outlining the
nature, scale, and sources of the relevant development assistance flows
over the past two decades.

Trends in Aid Receipts of MADIA Countries, 1970-1984

At the country level, Tanzania, which by the late 1970s turned out to be
the poorest economic performer among the MADIA countries, received
the highest levels of Official Development Assistance (ODA) in constant
1983 dollars ($669 million in 1981). Tanzania was followed by Kenya (a
peak of $470 million in 1981), Senegal (a peak of $378 million in 1980),
Cameroon (a peak of $271 million in 1978), Malawi (a peak of $140
million in 1979), and Nigeria (which received relatively little ODA in the
1970s) (see figures 2 and 3). The next poorest performing country
among, the MADIA group was Senegal. which received the highest per
capita ODA over the 1970-1984 period, averaging $41 per capita in 1983
terms, followed by Tanzania ($24). Cameroon ($22), Kenya ($19), and
Malawi ($19).

ODA peaked in 1981 in both Senegal and Tanzania, as donors began to
take account of poor project portfolios and the need for macro policy
reforms. Nevertheless, aid levels per capita remained higher in these two
countries in 1984 ($45 and $25 respectively) than in Kenya ($21) or
Malawi ($23). Kenya’s ODA showed a significant rise from 1977 1o 1982,
but declined thereafter. Cameroon, like Nigeria, received very little ODA
and the level declined after its oil revenues increased in late 1970,
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FIGURE 2 Total Official Development Assisiance (ODA)
Reccived by MADIA Countries, 1970-1986
(millions of constant 1983 U.S. do_!lars) )
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SOURCE: Maria Cancian, Aid Allocation to Cameroon. Kenya, Malawi, Nigeria, Senegal,
and Tanzania: A Review of the OECD Databases,” MADIA Working Paper (Washington,
D.C.: World Bank, October 1987).

The ranking of countries is similar when total receipts net (TRN) are
considered rather than ODA.'® Senegal averaged $56 per capita of TRN
(at constant 1983 U.S. dollars) over the 1970-1984 period, followed by
Cameroon, Kenya, Tanzania, and Malawi at $42, $32, $29, and $23
respectively. Nigeria averaged $10 per capita TRN.

The concessionality of the terms under which aid is supplied influences
the extent of a recipient’s debt burden (i.e., the real cost of aid) and can be
summarized in terms of the share of ODA (which is concessional by
definition) in TRN. Among the MADIA countries, Tanzania and Malawi
received the highest shares of resource transfers on concessional (i.e.,
ODA) terms, 84 percent and 81 percent respectively (see figure 4).
Senegal also received a large share of capital transfers in the form of ODA
(73.5 percent over the 1970-1984 period), though the percentage declined
over time, leading to an increased debt burden. In Kenya, the percentage
of TRN qualifying as ODA averaged 6l.7 percent. Cameroon has had a
much lower ODA share (52.4 percent) since the increase in its oil revenues,
which resulted in reduced donor leverage.
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FIGURE 3 Total Receipts Net (TRN) Received by MADIA
Countries, 1970-1986 (millions of constant 1983 U.S.
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SOURCE: Maria Cancian, " Aid Allocation to Cameroon, Kenya, Malawi, Nigeria, Sencgal,
and Tanzania: A Review of the OECD Databases,” MADIA Working Paper (Washington,
D.C.: World Bank, October 1987).

A major feature of the donor-recipient relationship that distinguishes
the MADIA sample, and African countries in general, from their larger
Asian counterparts is the multiplicity of donors supporting the MADIA
group—cach with different motives for, ideas about, and forms of devel-
opment assistance. When such bewildering variety is combined with
recipients’ typically poor absorptive capacity, it becomes easy to appreci-
ate the extent to which aid flows have tended to tax, rather than assist, the
development process. In Tanzania, for example, thirty-two donors con-
tributed $6,310 million in ODA (in 1983 dollars) over the 1970-1984
period. Kenya and Malawi received $4,225 million and $1,585 million in
ODA respectively, from a total of thir.y-ane different donors. Senegal
received $3,382 million from thirty doncrs. Cameroon and Nigeria re-
ceived $2,683 million and $1,580 million from twenty-seven and twenty-
five donors respectively.

Data on the share of aid in government expenditures provide some
indication of both the extent of a recipient’s direct dependence on external

15



UMA LELE

FIGURE 4 Total ODA as Percentage of TRN for MADIA
Countries, 1970-1984
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SouRcE: Maria Cancian, “*Aid Allocation 10 Cameroon, Kenya, Malawi, Nigeria, Senn-
gal, and Tanzania: A Review of the OECD Databases,” MADIA Working Paper (Wash-
ington, D.C.: World Bank, October 1987).

resources and the degrec to which donors can exert a less tangible, but
nevertheless real, influence over the recipient’s development strategy—at
least in facilitating, if not actively encouraging, the investment choices
made. Examination of the scale of aid shares in government expenditures
also prompts questions about the effectiveness with which high levels of
aid flows can be used by recipient governments at early stages of devel-
opment, and especially about the relationship of the effectiveness of aid
to the pattern of its allocation among sectors. Once again, Senegal leads
the MADIA group with 63 percent of government expenditures funded by
ODA in 1982, compared to 1983 lows of 9 percent in Cameroon and less
than I percent in Nigeria (sec figure 5). If the entire 1970-1984 period is
considered, ODA has been a large percentage of government expenditure
inall MADIJA countries except Nigeria; however, it has been substantially
larger on this basis in Malawi and Senegal (averaging 44 percent and 42



FIGURE 5

ODA and TRN as Percentage of Government
Expenditures in MADIA Countries, 1970-1984
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FIGURE 5 (continued)
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FIGURE 5 (continued)
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percent respectively) than in Tanzania, Cameroon, and Kenya (which
average 32 percent, 23 percent, and 22 percent respectively).

Some important features of donors’ influence on country policy
choices will be examined in detail later, but in the present context of broad
estimates of aid shares in recipient government spending, it is important
to note that changes in aid levels can create difficultics for governments
with high aid: expenditure ratios. In Senegal, for example, fluctuations in
aid flows relative to government expenditures have been marked; year-to-
year swings have exceeded 20 percentage points, with major adverse
consequences for the planning of development programs, and, most criti-
cally, for the recurrent budgetary support that is typically needed to keep
projects operating in recipient countries. The MADIA study of U.S.
assistance stresses the adverse effect of U.S. policy-based fluctuations in
U.S. aid levels to Africa.'®

Nonproject lending, which became important in the early 1980s, also
altered country-by-country patterns of aid receipts. Until June 1988, the
MADIA countries had received just over $1,700 million altogether in
World Bank nonproject lending. Nigeria was the largest recipient, ac-
counting for 32 percent of the total $532 million. Senegal accounted for a
14 percent share ($242 million); and Cameroon received no nonproject
lending during the period. In East Africa, Kenya's share of the total was
23 percent ($388 million), while Malawi and Tanzania cach accounted for
a 15 percent share (approximately $259 million) of the total.

Donors’ Record: Aid Flows and Policy Infiuence

Among the bilateral donors, Denmurk, Sweden, and the United States have
had very high percentages of TRN qualifying as ODA; they are followed
by Germany. Table 2 examines ODA as a percentage of TRN flows from
MADIA donors to MADIA recipienls.l7 Interestingly, France and the
United Kingdom had the lowest percentuges of TRN qualifying as ODA
(ranging from 31 to 63 percent from France to all MADIA countries except
Nigeria, and from 39 to 66 percent of U.K. TRN to the East African
MADIA countries). France’s share of grants in total TRN to Senegal has
been declining over time.

Among the multilaterals, 74 to 100 percent of TRN from the European
Economic Community (EEC) to MADIA countries (except Nigeria) qual-
ified as ODA, while the International Development Association (IDA)
flows to MADIA countries were 100 percent ODA. Nigeria received over
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TABLE2 ODA as Percentage of TRN Transferred from Donors to MADIA Countries, 1970-1984 (totals in millions of 1983 U.S. dollars)

Cameroon Nigeria Sencgal Kenya Malawi Tanzania

ODA

ODA ODA ODA ODA ODA as %

Total Total as%  Total Total as% Total Total as% Total Total as% Total Total as% Total Total of

Donors ODA TRN of TRN ODA TRN of TRN ODA TRN of TRN ODA TRN of TRN ODA TRN of TRN ODA TRN TRN
Bilateral

Denmark 225 418 540 7.8 2502 3.1 30,6 320 956 2050 2075 988 56.0 56.1 998 4333 4481  96.7

France 908.4 24306 37.2 20.8 2108.5 1.0 11599 18544 625 59.2 1864 318 109 172 634 31.6 1022 309

Germany 2986 3367 887 1880 20667 9.1 1425 1653 862 4449 6145 724 1775 198.6 K94 5905 6320 934

Sweden 0.0 322 0.0 41 -13.6 -29.7 0.2 2.7 7.3 2933 3122 939 0.1 34 29 9363 971.2 964

United 484 1595 304 1924 39440 49 9.7 431 224 6433 16463 390 4245 6473 65.6 3617 6080 59.5

Kingdom

United States 136.3 2209 617 341.6 4822 708 3296 13350 981 4295 4548 94.4 80.8 837 965
Muttilateral

EEC 3045 3438 886 16.6 41.6 398 5703 5965 956 169.5 2287 741 919 103.8 885
IBRD 20.6  300.1 6.9 0.0 1098.2 0.0 19.0 986 192 13.2 9408 L4 176 723 243
IDA 262.1  262.1  100.0 34.6 346 1000 2306 2222 1038 389.0 389.0 1000 3279 327.9 100.0
Total 2683.5 5125.5 524 1580.4 127948 124 3381.7 45983 73.5 42255 68529  61.7 15857 19684 80.6

382.0 3936 97.1

2425 2432 997
41.8 3057 137
563.2 563.2 1000

6310.8 74775 844

Note: Totals do not equal the sum of each column because they also include an “other donors™ component not shown in this table.
Source: Maria Cancian, “Aid Allocation to Cameroon. Kenya, Malawi, Nigeria, Senegal. and Tanzania: A Review of the OECD Databases
(Washington, D.C.: World Bank. October 1987).
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90 percent of its transfers from the World Bank (from the International
Bank for Reconstruction and Development [IBRD] and IDA together) on
nonconcessional terms, while the figure for Cameroon was about 50
percent. Terms have hardened for both countries since their emergence as
oil producers; indeed. both Nigeria and Cameroon have pleaded for
increased concessionality. especially in the case of investments with long
gestation lags, e.g.. agricultural research. As falling oil prices and deval-
uation (by 400 percent) have reduced Nigeria's per capita gross national
product (GNP), its case for concessional assistance has become stronger.

Colonial connections, commercial interests, and recipients’ political
and ideological attractiveness have produced major differences in the
relative importance of individual donors in concessional flows to each of
the MADIA countries. Not surprisingly. in Kenya the United Kingdom
(15 percent), the United States (10 percent), Germany (10 percent), and
the World Bank (9 percent) have been the major players (sec figure 6).
These donors have also been predominant in Malawi. In the case of
Tanzania, Sweden (15 percent), the Netherlands, (9 percent), and Den-
mark (7 percent) have been attracted by its socialist ideology, but the
views of these donors—who have been described by Tanzania as
“friendly donors”—were, on the whole, slow to change on the need for
adjustment.’® Their infrastructural support, together with the levels of
framework aid by all donors, enabled Tanzania to postpone reforni mea-
sures promoted by the International Monetary Fund (IMF) and the World
Bank until well into the 1980s. In contrast to these new donors, Tanzania’s
traditional donors, the United Kingdom and West Germany, to whom it
had a long colonial connectior, actually terminated their aid in the 1970s
because of foreign policy differences over southern Africa. In West
Africa, again reflecting colonial ties, France has been the primary donor
in Senegal (34 percent) and Cameroon (34 percent), while the United
Kingdom nas been the Ieader in the more commercial (TRN) transfers in
Nigeria (31 percent), followed by France and Germany, both with 16
percent. Recipients both reflect and prompt changes in their relative
influence, and especially in the impact of their policy advice. In Kenya,
for example, perhaps the most striking changes are the declining role of
the United Kingdom in percentage terms and the diversification in the
sources of assistance from countries other than Kenya’s original top six
donors. On tae other hand, many of Kenya’s successes in smallholder
agriculture (e.g.. tea, coffee, dairying, etc.) are explained by the inheri-
tances of British institutions, policies, and manpower.!” By the same
token, the depletion of cotton research capability in much of anglophone



FIGURE 6 Top Six Donors of ODA to MADIA Countries,
1970-1984 (prrcentage)
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FIGURE 6 (continued)
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Africa reflects the withdrawal of the U.K. from the cotton industry well
before indigenous capacity was established. It also represents a major
change in the character of its technical assistance, from a long-term
supportive presence in the colonial period to a much shorter-term and
smaller-scale assistance in more recent years. ™

Declining U.K. aid is also evident in Malawi, where the EEC has
emerged as a major donor and where the World Bank's role has increased
after a dip in flows during the mid-1970s. In Tanzania, Sweden contributed
twice as much ODA as any other donor in the early 1970s (20 percent);
Sweden had little presence in agriculture, however, as its assistance con-
centrated on social services and industry.?' Indeed, the larger share of
donor resources allocated to industry and social services in Tanzania,
compared to other countries, explains how Tanzania was able to maintain
its pro-industrialization and equity-oriented policies as well as it did. The
importance of Tanzania's original top six donors has also declined, with
the contributions of others rising from 32 percent to 48 percent for TRN,
and from 30 percent 1o 46 percent for ODA. While a larger number of
donors now cach contribute smalfer amounts of assistance, Tanzania's
friendly donors, which have been generally supportive of its policies, have
begun to appreciate more fully the importance of the macroeconomic
environment for development and have supported the need for reform
measures promoted by IMF and World Bank conditionality.

In West Africa, France has sustained, and in Senegal even increased,
its leading role (with 33 percent and 40 percent of total ODA and TRN
respectively) in contrast to the United Kingdom in East A frica.”? At the same
time. the EEC, which France joined in the carly 1960, has picked up more
of the ODA share in Senegal—rising from 10 percent to 24 percent of ODA.
In the case of Cameroon, however, EEC flows have shrunk from 17 percent
to 3 percent of TRN, and from 22 percent to 5 percent of ODA.

In 1974, after Nigeria joined OPEC and the United States departed, the
YWorld Bank became an important contributor of capital, especially in
agriculture. Nigeria's higher per capita income after the oil boom reduced
its eligibility for concessional assistance and, while France and Germany
are emerging as sources of nonconcessional flows, the Bank’s role in
Nigeria's agricultural sector remains strong, >}

The Bank's share of ODA flows to a country can be taken as an
indicator of its influence in two quite opposite ways. We have already
noted the implications of contributing large shares of total assistance, but
in the specific case of the World Bank, a relatively small share might mean
lower direct financial influence but greater need for aid coordination—
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and hence a different, but potentially important, opportunity for the Bank
to influence policy.

In the 1970s, aid coordination based on policy packages was less
significant than it is today, and much of the World Bank s influence came
from the generally accepted authoritativeness of its country economic
work and reports, its role as the organizer of aid consortia and consultative
groups, and its emergence as coordinator of arrangements for co-financ-
ing of projects. As the scale of lending in support of policy reform has
increased since the early 1980s, along with balance-of-payments support
operations in which the Bank plays an important role, the Bank's influ-
ence on the size and form of total donor resources going to countries—and
on the associated policy reform packages—has risen considerably.?* Over
the 1970-1984 period, however, the Bank played a relatively minor role
in the volume of direct financing channeled to MADIA. IDA accounted
for a small 9.5 percent of the ODA received by Kenya and Cameroon
during 1970-1984, compared to 20.7 percent in Malawi, but only 8.9
percent in Tanzania and 6.8 percent in Senegal.”® The share of total Bank
lending (i.e., IDA and IBRD) in TRN was only 9 percent in Nigeria during
1970-1984; in East Africa, the shares were 19 percent in Kenya, 20 percent
in Malawi, but only 12 percent in Tanzania.

The Bank’s influence in promoting important development ideas has
been distinctly greater than that suggested by its ODA contributions,
especially since the 1973 McNamara speech and the subsequent growth
of the Bank’s share in capital transfers to developing countries. Among
the MADIA countries, this expanding influence emerged earlier in the
anglophone countries as the Bank moved into the vacuum left by the
declining U.K. role. Bank influence on integrated agricultural develop-
ment also increased in francophone MADIA countries, but it was not
substantial until the late 1970s and early 1980s as the need for macroeco-
nomic adjustment grew in these countries.

Several factors help to explain this development. First, the Bank's
breadth of experience and professionalism, relative to that of bilateral and
even other multilateral aid agencies, is generally acknowledged, as is its
international (and hence nonpartisan) status. This has tended to give its
presence and policy stance more weight. The personal commitment of
McNamara on poverty and Clausen on adjustment lending also played an
important part. This is far from implying, however, that there have been
no criticisms of the Bank. Indeed, it has attracted vociferous critics on a
variety of issues—helping socialistic countries, encouraging public sector
growth, promoting welfare states in the McNamara years, and, finally, its
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excessive private sector orientation and movement away from its earlier
poverty alleviation stance during the Clausen and Barber B. Conable, Jr.,
periods.*

It should also be remembered that support in the donor community for
policy reform and adjustment lending has been variable. The United
States has been the most overt and active supporter of adjustment assis-
tance and the use of conditionality. The United Kingdom and West
Germany have followed suit, although they have been less active in
devising conditions for lending. Because of the need for burden sharing,
France has had to go along with adjustment lending, although in several
cases adjustment programs are dismantling the very institutions France
has established.”

Knowledgeable technocrats are concerned about whether new lending
patterns take adequate account of the variety of technical, organizational,
and other constraints on smallholder development; the successes and
failures of past donor efforts to address these issues; the respective roles
of adjustment and project lending: and the need for balance between
assistance based on conditionality and policy reform, and assistance that
emphasizes long-term capacity building to address the many complex
development issues facing African agriculture,
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Agricultural Performance
in MADIA Countries

Discussion of country performance must be viewed against the back-
ground of several ongoing debates regarding the appropriate balance
between (1) food and export crop production, (2) growth and equity
objectives, and (3) price and nonprice factors in enhancing (and explain-
ing) agricultural performance. Development debates and governmeni and
donor policies have tended to emphasize the conflict between food and
export crop production, rather than promoting policies that support bal-
anced development of the agricultural sector as a whole. This approach
has resulted in swings in aid flows and activities supported by donors, with
a major shift of focus from export crop expansion in the 1960s (reflecting
the prioritics of the colonial era) to support for food crop expansion in the
mid-1970s (in response to the deteriorating food situation in world markets
and on the African continent). This was followed by a new emphasis on
the need for export orientation in the early 1980s, associated with the
World Bank’s report on Sub-Saharan Africa (the so-called Berg Report)
and was exemplified by the structural adjustment programs initiated in
Africa and elsewhere. In the latest swing of the pendulum, this priority has
been succeeded by a revival of concern ab01ul food security, as reflected
in recent policy statements of major donors.™®

The attainment of food security is of fundamental importance in the
farming decisions of small rural households. Assured food crop produc-
tion releases land and labor for diversification into other higher—value
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production for domestic use or export. Export crop production, however,
helps raise and stabilize household and national income, thereby increas-
ing food security. Because of the labor intensity required, export crops
tend to gercrate greater employment than food cropping. Moreover, the
production of most export crops tends to be scale—neutral and therefore
can be undertaken by farmers with holdings of any size, Indeed, where
marginal productivity in export crop production is high and the returns
ensured—as in the cases of tea and coffee in Kenya, or cottor in Camer-
oon—farming households have relied on the market fo food out of
choice—unlike their poorer rural counterparts who have di.pended on the
markt out of necessity. Despite these features, export crops were ne-
glected by both governments and donors in the 1970s.

In later sections, this issue is addressed by contrasting the experience
of Kenya—which has pursued an agriculturally led development strategy
and achieved growth in both food and export crop production—with the
very different policy stances and performance records of several other
countries in the MADIA sample, where unbalanced positions cither favor-
ing or discriminating against the export crop sector have had adverse
consequences for both growth and equity objectives.

Development economics literature in the 1970s tended to emphasize
the extent of complementarity (rather than competition) between growth
and equity objectives without paying adequate attention to its key deter-
minants—in particular, the profile of asset distribution in a given econ-
omy and the substantial public sector planning and implementing capacity
necded for the provision of public goods in support of smallholder pro-
duction. These two factors critically determine the time horizon withkin
which growth and equity objectives can be reconciled. Evidence from
Kenya, Tanzania, and Malawi is used to illustrate the extent of the
tradeoffs between growth and equity that have in fact occurred during the
short and medium run under specitic country conditions. The comparative
experience of these countries also illustrates the complex interactions
between initial conditions, resource endowments, external shocks, and
policy responses that have determined short- and long- run growth and
equity outcomes.

The primacy given by donors to “getting prices right” since the publi-
cation of the Berg Report on Sub-Saharan Afriza has come under criticism
from several analysts.>” Examples are used from the three West African
MADIA countries to show that price incentives are a necessary, but by no
means sufficient, condition for brozdly based and sustained agricultural
growth. A variety of nonprice factors—including the availability of
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effective agricultural research, extension, input supply, and output mar-
keting arrangements—have played important roles in determining overall
supply responses, as distinct from relative cropping shifts. We shall also
demonstrate the part that country-specific political and other unquantifi -
able factors have played in providing nonprice preconditions of growth.

The analysis shows how structural adjustment lending must be comple-
mented by other forms of project and nonproject assistance in order to
reconcile the short-term nature of structural and sectoral adjustment pro-
grams and the time required to alleviate many of the nonprice constraints
on growth. This is not to imply that Africa is not getting other forms of
assistance; rather that the glamour attached to the relatively short-term
structural adjustment lending now needs to be attached 1o the broader and
longer-term developmer:tal concerns that received attention in the 1950s
and 1960s.

The Roles of Resource-Poor and Resource-Rich Regions in
Agricultural Development

One of the development debates that has not yet formally occurred—but
that took place mainly by default in the 1970s as a result of the perceived
failure of the “trickle down" policy following the Green Revolution in
Asia—relates to the appropriateress of diverting scarce government and
donor resources and policy attention to the alleviation of poverty and food
security concerns in resource-poor regions, as opposed to focusing on the
development of other areas with better natural endowments or known
technological potential. The contrasting approaches of Tanzania and
Kenya are used to illustrate their different growth performance and how,
despite Tanzania's worthy efforts to open up areas of high potential, its
policy of quick, universal coverage of services to all rural areas made it
financially impossible, despite substantial external assistance, to maintain
many of its worthwhile long-term developrienial efforts in the productive
and social sectors.

An Overview of Country Performance
The primary focus of this study is on the period from 1970 to 1985. The

year 1970 was selected as the base because it was a relatively normal year
interms of the international market environment as well as the climate and
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TABLE 3
(average annual percentage growth in volume)
Major agricultural exports Production Food
Smallholder Estates Maize
. -_— - 7 E
8 g 5 - &8 g 5 5 & g 5 g£8, B 3
= = e B £ E = = £ £ £ £ = 3 E) e 5 B 225 & 51
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East Africa
Kenya 38 75 127 6.0 135 4.9 16.9 1.0 55 39 24 92 64 43.1
Malawi 52 -125 117 -13.2 3.0 1 =74 129 14.7 15 191 237 31 286
Tanzania 08 19 -23 47 23 137 438 1.6 -1 1.0 -75 08 21 11 19 30 235
Major agricultural expons Production Food
Smaltholders Estates General Imports
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Wesr Africa
Cameroon 1.9 04 46 -59 6.6 1.0 20 83 27 42 16.5 4.1 1.3 6.1 4.1
Nigeria =32 49 105 61 02 467 152 200
Senegal -9.5 68 -04 2 56 02 73 05 -68

Notes: Blank cell = not available.
Growth rate averaged for certain crops. for example burley and flue-cured tobaccos.

Growth rates for Nigeria production are calculated using Food anc Agricultural Organization data.

Source: World Bank Database (BESD).
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institutional environment in most of these countries (with the exception of
Nigeria, where a civil war had recently ended). The 1985 cutoft was
selected for similar reasons. This period also permitted comprehensive
coverage of production performance in all six countries. To understand
developments during the 1970 to 1985 period. “initial” conditicns prior to
the 1970s are examined, including those emanating from the colonial
experience. Finally, production performance in the years of structural
adjustment since the early 1980s is reviewed in order to explore the extent
to which policy reforms have addressed the crucial constrainis on produc-
tion identified in our long-term analysis. It must be stressed that data on
export crop performance is far more reliable than on food crops, and for
food crops, there are differences among MADIA countries in data consis-
tency. Judgments on country performance are not based on statistical mea-
surements alone, but also on other information such as the nature and extent
of technical change, growth of input use, effectiveness of services, etc.

Growth rates for major food and export crop production for the six
countries are presented in table 3. Kenya has been the best performer in
the agricultural sector. Not only did its production of virtually all major
export and food crops increase, but the share of small farmers in the
production of all crops increased subsiantially relative to that of large
farms and estates.™ Moreover, higher smallholder production did not
come at the cost of the large farm/estate sector; rather, the former in-
creased mainly through area expansion (with yield growth in maize and
coffec only) while large farm/estate output expanded mainly through
increased yield per hectare. Because small farm yields increased little,
despite policies which favored intensification in the smallholder sector,
yield differences (in the case of tea and coffee) between small farms and
estates remained in the order of 100 percent.

In Malawi, estate production of major crops increased impressively,
especially for tobacco (13 percent per year) and sugar (15 percent per
year). Smallholder maize production, however, stagnated and fell in per
capita terms; but since output of all other smallholder crops fell to a
greater extent (in per capita terms), the profile for all smallholder crops
shows a net shift towards maize and away from export crops until about
1985. Smallholder productivity showed no increase, but estate sector
tobacco yields increased considerably, with an average differential of four
times relative yields in the smallholder sector (compared to Kenya's
differential of two times). Malawi’s much higher estate/smallholder land
productivity differential reflects the fact that its development strategy
strongly favored estate agriculture in order to take advantage of the export
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opportunities that had opened up in the mid-1970s.3! Productivity differ-
ences based on farm size have profound implications in the short and the
long run for foreign exchange camnings, government revenues and expen-
ditures, output growth, land distribution, and the robustness of the growth
pracess generally. ™

Kenya and Malawi are the only countries in the MADIA sample that
expanded world market shares for major export crops; all others lost
shares (see table 4),

Both large and small farm export agriculture performed poorly in Tanza-
nia (sce table 3). Coffee and tea exports stagnated, and exports of all other
major crops declined. Within the smallholder sector, there was a major shift
in agricultural production away from export 1o food crops until about 1986.

Informal food markets were active in all three countries. Whereas the
government’s share of purchases and sales of maize increased in Kenya
and Malawi, in Tanzania, informal (including parallel or black) markets
had become more active by the end of the 1970s—both internally and
across national borders. Maize was offered in exchange for consumer
goods that had become more scarce in Tanzania (relative to Kenya or
Malawi} due to a poor macroeconomic environment.

Despite its lackluster performance in maize production, Malawi was a
consistent net exporter of maize except between 1980 and 1981 and in
1986. In spite of increases in maize production, however, Kenya, Tanza-
nia, and Malawi increased food imporis and food aid—Kenya being the
most dependent of the three on these sources. Malawi’s food exports may
have been due io a tack of effective demand at home., owing to its skewed
land (and consequent agricultural income) distribution. The growth in
food imports in Kenya may reflect exactly the contrary—a more dynamic
internal demand for maize, stemming from a more broad-based income
growth. The growth of Tanzania's food imports and food aid receipts, in
spite of its land abundance and high levels of financial assistance, empha-
sizes its poor policy exavironment.

In West Africa, Cameroon’s performance was the best of the three
MADIA countries. but it was unimpressive relative to that of Kenya and
Malawi. Production and exports of palm oil and cotton expanded, while
other export crops stagnated. Poor data make food crop performance
harder to gauge, but rice production, for which relatively reliable statistics
are available owing to its enclave status, increased sharply at 16 percent
per year (although from a small base). Root crops, sorghum, and millet,
the prime food sources, kept pace with population growth. An important
development in Cameroon has been the growth of maize production, and
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TABLE 4 Export Volumes, Shares, and Growth Rates of Primary Crops Grown by

MADIA Countries and Their Major Competitors, 1961-1986

(average values for indicated periods. volume in thousand metric tons)

1961-63 1971-73 1983-85 1961-86

Share Share Share Growth
Crop Volume (%) Volume (%) Volume *© (%) rate (%)
Cocoa Beans
World 1043.2 100.0 1185.1 100,0 1319.5 100.0 0.74
Ghana 417.0 40.0 366.8 31.0 158.2 12.0 -4.05
Ivory Coast 96.4 9.2 149.8 12.6 3849 29.0 6.44
Brazil 76.1 7.3 101.4 8.5 144.1 11.0 2.65
Ecuador 332 32 429 3.6 40.5 3.0 -1.73
Malaysia 0.3 0.0 4.3 0.4 68.3 5.2 2772
Cameroon 70.5 6.8 81.9 6.9 86.2 6.5 0.59
Nigeria 187.3 18.0 2377 20.1 143.2 1.1 =275
Coffee
World 2910.3 100.0 35599 100.0 4220.6 100.0 1.54
Brazil 1057.2 363 1051.9 29.6 1001.7 237 -1.39
Colombia 366.9 12,6 3v6.4 11.2 574.5 13.6 252
Ivory Coast 160.6 5.5 195.5 5.5 216.3 5.1 1.71
Angola 140.1 4.8 192.4 54 227 0.5 -8.39
Mexico 85.1 29 111.5 3.1 196.6 4.7 37
Indonesia 64.5 22 94.0 2.6 273.7 6.5 6.54
Cameroon 9.2 1.3 70.6 2.0 90.8 2.2 3.49
Kenya 343 1.2 65.0 1.8 97.3 23 503
Tanzania 259 0.9 50.2 1.4 49.8 1.2 228
Cotton
World 36479 100.0 4299.2 100.0 4294.9 100.0 0.82
United States 1103.8 30.1 961.2 22.2 1265.1 294 1.20
Mexico 366.8 10.1 182.9 4.3 85.7 2.0 -6.35
USSR 349.2 9.6 6424 14.9 691.6 16.1 3.58
Epypt 278.5 7.6 3044 7.1 175.7 4.1 -3.31
Brazil 214.5 59 264.6 6.2 99,7 23 -10.76
Pakistan 121.6 33 216.3 5.1 203.6 4.7 1.79
China n.a. n.a. 22.0 0.5 203.3 4.7 14.91
Nigeria 7.8 K1} 10.7 0.3 . n.a. -8.85
Tanzania 373 1.0 60.0 1.4 33.1 0.8 -1.75
Groundnurs
World 1385.0 100.0 9174 100.0 785.5 100.0 -2.95
Sudan 105.5 7.6 1209 13.2 17.1 22 —6.60
Niger 76.0 5.5 76.3 8.4 n.a. n.a. -29.65
S. Africa 65.8 4.8 56.8 6.2 10.8 1.4 —4.96
Gambia 504 3.7 34.0 3.7 31.0 4.0 -2.38
United States 14.8 1.1 1634 17.7 266.8 339 12.54
(continues)
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TABLE 4 (continued)

1961-63 1971-73 [983-85 1961-86
Share Share Share Growth
Crop Volume (%) Vaolume (%) Volume (%) rate (%)
Groundnuts (continued)
China 2.6 0.2 31 3.5 154.0 19.6 13.50
Argentina n.a. n.a. 1.2 0.1 934 11.9 46.37
Cameroon 1.9 0.9 94 1.0 0.3 0.0 -20.62
Malawi 20.7 1.5 208 34 4.9 0.6 —4.78
Nigeria 554.7 40.0 147.1 16.0 n.a. n.a. -33.25
Senegal 2499 18.1 7.2 1.9 13.7 1.8 -19.54
Groundnut cake
World 1426.6 102.6 1630.8 100.0 S91.1 100.0 -4.07
India 615.2 43.8 845.0 519 248.1 43.1 —4.07
Burma 1523 1.0 513 31 4.2 0.7 -14.85
Argentina 127.3 9.2 73.5 4.6 30.6 55 -5.33
Brazil 101.5 7.4 150.5 9.2 289 54 -5.37
Gambia 29 0.2 16.0 1.0 13.6 2.6 4.03
United States n.a. n.a. n.a. n.a. 16,5 3.1 1.80
Malawi 1.0 0.1 1.8 0.1 1.5 0.3 0.85
Nigeria 84.0 6.1 112.6 7.0 n.a. n.a. ~25.41
Senegal 163.3 1.9 201.9 12.2 115.1 8.2 =270
Groundmut oil
World 3549 100.0 466.2 100.0 383.8 100.0 0.02
Argentina 55.2 15.2 53.0 1.5 35.6 9.3 1.95
India 377 9.8 0.1 0.0 n.a. n.a. -14.16
China 6.2 1.8 19.3 4.2 53.0 13.8 6.44
Brazil 5.6 1.5 59.8 13.1 54.3 14.7 6.19
Nigeria 60.1 16.9 64.5 13.7 n.a. n.a. ~14.76
Senegal 116.0 33.7 126.4 26.2 109.1 26.7 -2.24
Palm oil
World 601.7 100.0 1378.2 100.0 4513.7 100.0 10.73
Zaire 149.3 248 87.0 6.5 89 0.2 -14.48
Indonesia 109.1 18.1 236.0 17.1 435.2 9.5 6.64
Mualaysia 106.4 17.7 689.4 49.8 3029.1 67.6 17.36
Singapore 325 54 2105 15.3 685.3 14.9 14.52
Cameroon 89 1.5 34 0.3 5.7 0.1 —0.29
Nigeria 138.5 229 74 0.6 n.a. na. =21.91
Tea
World 611.4 100.0 778.0 100.0 1049,2 100.0 2.46
India 213.5 349 196.9 25.3 216.1 20.6 0.16
Sri Lanka 201.6 33.0 203.2 26.1 186.8 17.7 —0.47
(continues)
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TABLE 4 (continued)

1961-63 ' 1971-73 1983-85 1961-86
Share Share Share Growth

Crop Volume (%) Volume (%) Volume (%) rate (%)
Tea (continued)
China 30.2 5.0 437 5.6 135.7 12,9 7.26
Indonesia 29.6 1.9 10.0 5.1 81.5 7.7 4.74
Kenya 16.2 2.6 50.3 6.5 1119 10.7 8.96
Malawi 12.0 2.0 204 2.6 RIiK] 35 547
Tanzania 3.8 0.6 9.0 1.2 134 1.3 573
Tobacco
World 879.0 100.0 1161.5 100.0 1375.0 100,0 217
United States 2231 254 2601 223 247.1 18.0 0.49
Zimbabwe 76.9 8.7 60.0 5. 90.7 0.6 2.2]
Turkey 74.6 8.5 105.8 9.1 80.7 59 0.76
Bulgaria 68.7 7.8 64.6 5.6 61.7 4.5 ~0.57
India 599 6.8 72.7 6.2 76.2 5.6 1.99
Greece 58.4 6.6 59.8 52 84.3 6.1 (.59
Brazil 45.0 5.1 63.5 5.5 187.6 13.6 7.12
Italy 15.6 1.8 228 1.9 87.3 6.3 12.63

Malawi 230 1.5 27.5 24 57.8 4.2 6.83

NOTES: n.a = not available.
In cases where data for certain years were not available, interpolations based on averages were made
10 allow calculation of growth rates,

Source: World Bank Database (BESD).

even though this comes from a small base, it shows much potential for
growth in the long run as a food and feed crop.

Cameroon was the least dependent of the three West African MADIA
countries on food imports, with the exception of rice, imports of which
increased rapidly with the rising growth in internal demand from urban-
ization and income growth.

In Nigeria production of most export crops fell sharply. Nigeria not
only lost its shares in world markets (see table 4), but became a major
importer of edible oils and cotton. Production of other (nontraded) food
and root crops probably kept pace with rural population growth, but not
with the increased demand resulting from rapid urbanization and income
growth.*! As in Cameroon, the production of rice and maize appear to
have done well. Nevertheless, there was accelerated demand for the traded
food crops (rice and wheat), with increased imports of wheat, rice, and
maize until 1986, when a ban was imposed on food imports.

Senegal’s agriculture stagnated, even with substantial year-to-year
fluctuations (see table 3). The production increases that occurred were due
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1o area expansion. Technical change in the form of drought-resistant
groundnut varieties arrested a production decline that would have oc-
curred from increased frequency of droughts in the early 1970s. Senegal
has had the lowest self-sufficiency ratio of the MADIA countries, with
food imports accounting for nearly 35 percent of aggregate calorie avail-
ability (compared to 10 percent or less for the rest of the MADIA sample).
Stagnant domestic production and expanding internal demand pushed up
rice imports sharply until they peaked in 1984-1985 at over 370,000
metric tons. As in the other two West African MADIA countries, maize
production did well in Senegal but also from a small base.
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Factors Explaining Performance

This section contains an assessment of agricultural performance in terms
of the three categories described in the introduction: luck, macroeconomic
policies, and sectoral policies. For analytical purposes, the three explana-
tory categorics are further subdivided into a total of twenty-three variables.
Luck has twelve variabies—eight cover the initial conditions at indepen-
dence, and four are related to subsequent political or economic (internal
and external) shocks; macroeconomic policies/environment has four vari-
ables covering implicit and/or explicit taxation and public expenditures;
and sectoral (mostly nonprice) policies/environment has seven variables
related to the land, labor, credit, and technological and instititional factors
needed to support agricultural growth.

Table 5 presents the findings. Each of the six countries is rated for each
variable on the basis of a simple 0-1 rating, where 0 = unsatisfactory, and
| = satisfactory. Our judgment is based not only on how effective past
policies have been, but also on how well the countries have used their first
quarter century of independence to lay a foundation for long-term growth,
based on performance in these various categories. In reality, of course, the
story of initial conditions and subsequent policy responses contains more
nuances than the table suggests; therefore, a more fully articulated picture
of the genesis and evolution of the relevant policies is provided.
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TABLE 5

MADIA Country Endowments at Independence and
Subsequent Policy Responses in Support of Small-

holder Agriculture
Endowments
T “I"""'J Ci"_‘r‘{ifi“'"f " Subsequentimemnal &
Resources Physical and human capital external shocks
s T Ty T T,
S £, 2 E o, T Essoge
o 7z £ h a3 E sz & & H
BE R £ 342 5 & 58 3 CEEO3E
3 3 E £z 3 & & &5 & Es E £3
East Africa
Kenya 0 | 1 1 ] 1 0 1 | 0 0 1
Tanzania 1 1 0 1 0 0 0 1 0 1 0
Malawi 0 | 0 0 0 0 1 0 1 0 0 0
West Africa
Nigeria 0 1 | 0 0 0 0 1 0 1 0 1
Cameroon | | 0 0 | 1 | 0 | | 0 |
Sencgal I 0 0 | 0 0 1 1 I 0 0 0

Policy responses

Macroeconomic
environment Sectoral environment
Govt.

Taxation  expenditure Institutional policy
- — - C [ o
= = =5 4 —_ 2
22 2 233 25 55%5bspeb 5 E i
EE & SZiT E£E2%2E28% 3 OE i%
E2 4 EE 35 3R3IRSEELEER & v 08

East Africa
Kenya
Tanzania
Malawi

West Africa
Nigeria
Cameroon
Senegal

0 0 0 0 0 0 0 0 0 0 0 0

(continues)



TABLE 5 (continued)

Notes: | = favorable; 0 = unfavorable.

Binary rating system elaborated in accompanying text. Brief notes on criteria as follows:
Land quantity rated favorably above 1.5 hectares per capita arable land (cultivable/rain-fed).

Land quality rated favorably based on agroclimatic conditions (soils, rainfall, length of grewing
season).

Infrastructure rated favorably above 30,000 km total classitied roads (also according to road densities
with respect to population, total and arable land areas, see table 8).

Health services rated favorably below 25000 persons per physician and below 3,000 persons per
nurse.

Life expectancy rated favorably above 43 years average.
Education rated favorably above 50 percent enrollment in primary school of total age group,

Access 1o safe water rated favorably above 25 percent of total population,
Institutional endowment rated favorably in presence of developed marketing, legal, and judicial
bodies.

Civil strife rated untavorably in presence of o vent ethnic rivalries or civil war.

International terms of trade, interest rates, and foreign demand rated favorably based on caleulations
in table 10 ("External Shocks and Policies,” 1967-1984).

Implicit taxation rated favorably based on real effective exchange rate caleulations (see figure 7);

Explicit taxation rated favorably based on trends in ratios of producer prices to international prices at
nominal and real effective exchange rates (see tables 120 and 12b),

Intersectoral balance of government expenditure rated tavorably based on behavior of recurrent and
capital expenditures.

Quality of government expenditure rated favorably on normative criteria for contribution to small-
holder agricultural production.
Land policy rated favorably based on access to Jand, land distribution, and land inventory data,

Labor policy rated favorably based on changes in economic and agrarian structure affecting labor
markets.

Credit policy rated favorably based on access to and supply of credit in rural arcas.
Technology policy rated favorably based on “R™ research strategy/program centers; and 1" use of
modem inputs, rate of fertilizer adoption,

Government, commercial, and grassroots institutional policy rated favorably using normative criteria
promoting supply and marketing channels for smaltholder agriculture,
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The Luck Factor

Initial conditions reflecting luck are divided into the quality and quantity
of natural, human capital, and institutional resources at the time of inde-
pendence. Following Bilassa and others, external shocks are then decom-
posed into changes in overall international terms of trade, interest
payments on foreign borrowings, and changes in foreign demand for
countries’ exports, that is, the extent to which shares were maintained in
world markets. Finally, internal or external political strife that affected the
countries” performances is also considered.

Initial conditions at independence. Tables 6. 7, and 8 give data on per
capitaarable land. road densities, and basic economic and social indicators
in MADIA countries at independence and subsequently. In East Africa,
per capita income was highest (and the general level of development was
the greatest) in Kenya. followed by Tanzania and Malawi. In West Africa,
Sencgal’s per capita income was the highest, followed by Cameroon and
Nigeria. Unlike East Africa, per capita income levels in West Africa do
not necessarily reflect the development of the countries’ rural sectors, as
the following detailed discussion of land resources, infrastructure, and
social indicators will make clear. Even in East Africa. judgments on these
matters are more coniplex than basic aggregates might suggest: for exam-
ple, per capita land availability needs to be considered jointly with land
quality as an indicator of a country’s natural resource endowments.
Similarly, the population factor is something of a two-edged sword. On
the one hand, high population densities make intensification of agricul-
tural production possible by increasing the supply of labor and reducing
wage rates. They therefore facilitate the production of export crops and
the adoption of new food crop technologizs, which tend to use large
quantities of labor.* In countries at relatively carly stages of develop-
ment, however, high and growing densities also increase land pressure,
which in turn leads to environmental degradation through reduced bush
fallow and increased cropping intensity. More generally, the relative
effects on agricultural growth of autonomous increases in population
densitics and policies that counter their adverse effects remain largely
unexplored.*® Here we need only note that in terms of per capita arable
tand, Tanzania and Cameroon have been the two land-surplus countries—
although they have pockets of land pressure (sce table 6). In terms of
simple per capita arable land availability, Malawi, Nigeria, and Kenya (in
that order) had the most land pressure at independence, followed by
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Senegal. However, given that Kenya had a higher population growth and
a lower urbanization rate than Nigeria, the actual pressure of population
on Kenyan land has increased significantly over time.

Malawi inherited the least favorable position of the three East African
countries when consideration of per capita arable land is combined with
land quality.*® Within the West African group, Senegal was clearly the
worst off. Cameroon and Nigeria enjoy a much greater range of produc-
tion possibilitics because they not only include semi-arid lands in the north
(similar to, but better watered than, Senega!’s),*” but also the Sudano-Sa-
helian areas in the middle belt and humid southern rainforest zones. ™

Table 7 shows road densities in the MADIA countries at independence
and in the 1980s. Kenya, Nigeria, and Malawi were clearly better en-
dowed with transportation networks than Tanzania, Cameroon, or Sene-
gal. Kenya’s superior transportation infrastructure reflects the fact that it
had the largest European settlement in Africa and a railway connecting the
White Highlands to the port of Mombasa.

Nigeria's road network supported a thriving smallholder export agri-
culture. While Nigeria ranks high in terms of kilometers of road per unit
of arca of arable land, its per capita road mileage was similar to Malawi’s,
The latter’s road network, while relatively favorable in terms of its ratio
to arable land, has not offset the extremely high international transporta-
tion costs that result from being landlocked. These costs have more than
doubled since the closure of its traditional shipping outlets in Mozam-
bique in the early 1980s. The groundnut basin in Senegal benefited from
investment in an effective road and railway network made by French
colonialists to facilitate the exchange of smallholder groundnut produc-
tion and Indo-Chinese rice.* Cameroon and Tanzania had relatively little
physical infrastructure, although they enjoyed good ports.

Economic literature has shown that investment in human capital is
critical for increasing agricultural productivity. The MADIA study did
not undertake a detailed aralysis of policies and investments in the
social sectors (except to the extent that such investments were included
in integrated rural development projects financed in the 1970s). Data
on social indicators presented here need to be considered with caution
(especially when cross-country comparisons are made, as they are
based mainly on secondary sources). Nevertheless, existing evidence
suggests that Kenya had generally more favorable initial conditions in
terms of life expectancy, infant mortality, population per physician,
and primary school enrollment (see table 8). Consistent with its lowest
per capita income of the six MADIA countries, in 1965 Malawi had the
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TABLE 6 Arable Land in MADIA Countries, 1965-2000
(hectares per person)
1965 1985 2000

Tolul pop.ﬁ Rural p:)p. Toldlpop Rﬁrul popi rTalul pop.

East Africa

Kenya 1.34 0.86 0.73 0.60 042

Malawi 0.86 ¢Sl 0.73 0.60 045

Tanzania 3.99 2.59 2.30 1.68 1.44
West Africa

Cameroon 5.99 5.23 3.34 4.76 2.09

Nigeria 1.22 1.01 0.71 0.88 0.48

Senegal 2.67 2.38 1.62 1.80 1.04

NoTES: I. Arable land: Estimates and methodologies vary: for Kenya, which conducted a
detailed agroclimatic analysis in conjunction with the German Agency for Technical
Cooperation (GTZ). the estimate is 26 percent. Other countries, such as Cameroon and
Nigeria, where extensive soil analysis is lacking, the estimates reach 75 percent of total
land arca,

2. Population: Figures projected from most recent census in country to year 1985 and
2000. Rural population caleulated from government estimates of urban population, and
percent urbanized in year 2000,

SOURCES: Juetzold and Schmidt, Farm Management Handbook of Keava: Natural Condi-
tions and Farm Management Information (Government of Kenya, Minisiry of Agriculture
and German Agricultural Team of the German Agency for Technical Cooperation, 1982);
Richard Mkandawiri and Chimimba Phiri, “Assessment of Land Transfer from Smallhold-
ers to Estates,” Paper written for World Bank: United Republic of Tanzania, Statistical
Abstract (1973-79), Burcau of Statistics, Ministry of Planning and Economic Affairs,
1983; Lele et al., “Nigeria's Econoniic Development™; Republique du Cameroon, Bilan
Diagnotisque du Secteur Agricole au Cameroun, Ministere de I'Agriculure, 1980
Republique du Senegal, “Situation Economique du Sencgal.” Ministere du Developpe-
ment Rural/Direction Statistique, 1982; and *Sixieme Plan Quadriennal du Dcveloppment
Economique et Social, 1981-85," Ministere du Plan et de [a Cooperation, 1982; Uma Lele
and Steven Stone, “Population Pressure, the Environment, and Agricultural Intensifica-
tion: Variations on the Boserup Hypothesis,” MADIA Working Paper (Washington, D.C.:
World Bank, forthcoming).

lowest life expectancy, the highest child mortality, and the highest pop-
ulation per physician. Tanzania had poorer indicators than Kenya in
terms of its primary school enrollment percentage and access to safe
water. It made major strides in the 1970s, particularly in access to
primary education and safe water, but also in child mortality, life expec-
tancy, transportation, etc. However, an excessive emphasis on the pursuit
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of equity in the absence of growth-oriented policies made it difficult to
sustain these gains.

In West Africa, Nigeria's social indicators at independence in terms of
life expectancy, child mortality, access to physicians, school enrollment,
and safe water were not particularly impressive relative to other MADIA
countries, but they clearly improved after the oil boom. Being the center
of the French West African colonial empire, Senegal had the highest level
of secoudary school attendees. Senegal also had, along with Malawi, the
highest proportion of population with access to safe water. Both Senegal
and Malawi retained their leading positions in this respect. But the im-
provement in Senegal’s social indicators has been much less impressive
than that in the other countries. Malawi's social indicators have remained
the least favorable, despite considerable strides over the base period.

Subsequent External Shocks and Domestic Policy Developments

Developments in the external environment, such as terms of trade volatility
(in particular, oil price hikes), worldwide recessions, escalating interest
rates on foreign debt, and exchange rate fluctuations have affected eco-
nomic growth and financial stability in alt MADIA countries. At the same
time, countries” own policies, such as cxcessively expansionary fiscal
regimes, failure to adjust relative prices, and restrictions on trade, elc.,
have also affected growth and payments in these countries. In order to
understand their magnitude and relative effects, we have evaluated exter-
nal shocks and domestic policy developments in MADIA countries be-
tween 1967 and 1984. Table 9 illustrates the results on the basis of a
ranking assigned to cach country with “I" meaning that the country
suffered the least (or benefited the most) and 6" meaning that ihe country
suffered the most (or benefiied the least) from external shocks and domes-
tic policy dcvclopménls.m

Comparing the six MADIA countries in terms of the total effect of
external shocks as a percent of current GDP, the three West African
countries henefited from shocks due to their mineral resources, while their
East African counterparts, which are dependent mainly on agricultural
exports, suffered substantially from external shocks.*!' In terms of rank
order, Nigeria and Cameroon benefited the most, with Senegal a distant
third. The recent decline in oil prices, however, has had an adverse impact
on both Nigeria and Cameroon. In Senegal, while world prices of phos-
phates played a positive role, other external shocks relating to agriculture
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TABLE 7 Roads in MADIA Countries at Independence and at Present

Independence Kenya® Malaw Tanzania® Cameroon? Nigeria® Senegal’
Paved (km) 2,013 431 1.300 1,231 11,053 1.658
Gravel/earth roads 39,934 9.697 14,292 13,122 60.818 6.351
Total classified 41,947 10,128 15.592 14,353 71,871 8.509
Population (thousands) 9,404 3.854 11,586 5,332 54,278 3.839
Density (meters/person) 45 2.6 1.3 2.7 1.3 22
Total land (thousand sq km)# 569.25 94.08 886.04 469.44 910.77 192.0
Arable land (%) 26.0 37.0 56.0 75.0 75.0 53.0
Density to total land (km/100 sq km) 7.4 10.8 1.8 3.1 79 4.4
Density to arable land (km/100 sq km) 28.3 29.1 3.1 4.1 10.5 8.4
Present Kenya! Malawi* Tanzania' Cameroon™ Nigeria" Senegal®
Paved (km) 7.944 2,176 3.194 2922 24.900 3.688
Gravel/earth roads 56,640 9,253 78.701 46.599 103.274 10.280
Total classified 64.584 11.429 81,895 49,521 128,174 13,968
Population (thousands)' 18,791 7.044 21497 10.555 93,402 6.036
Density(meters/person) 34 1.6 38 4.7 1.2 23
Total land (thousand sq km)* 569.25 94.08 886.04 469.44 910.77 192.00
Arable land (%) 26.0 37.0 56.0 75.0 75.0 530
Density to total tand (km/100 sq km) 11.3 12.1 9.2 10.5 14.1 7.3
Density to arable land (km/100 sq km) 43.6 3238 16.5 14.1 18.7 13.7

(continues)



\

TaBLE 7 (continued)

Nores: a. Data for 1965. International Road Federation. World Road Statistics, 1965-69.

b. Data for 1964. Inventory of Designated Roads in Malawi. 1984, Government Printing Office.

c. Data for 1965. Same as a.

d. Data for 1960. Cooperation Nord-Sud Echecs et Succes: Les Cas des Infrastructures de Transport au Cameroon Louis Mvele, Geneve, 1984,

e. Data for 1962. Fourth National Development Plan, Lagos, 1981.

f. Data for 1964. Appraisal of a Feecer Road Project, Senegal, World Bank. 1976.

2. Food and Agriculture Organization.

h. Lele and Stone, “Population Pressure, the Environment. and Agricultural Intensification,” 1989.

i. Data from UN Social Indicators. BESD. for same year as road length statistic.

J- Data for 1983. International Road Federation. World Road Statistics. 1685.

k. Data for 1985. Inventory of Designated Roads in Malawi. 1985, Government Printing Office.

1. Data for 1984. Sume as j.

m. Duia for 1986. Information de Base sur le Reseau Routier Camerounais, Julliet, 1984, Min. of Equip.. and Etude d’un Plan d’actions pour le Developpemem des
Routes de Collectes, BCEOM, July 1987.

n. Data for 1983. National Transport Survey and Projections, Interim Report, vol. 1, 1983.

o. Data for 1962. Sume as j.

Sources: International Road Federation, “World Road Siatistics™ (Washington, D.C.: International Road Federztion, 1969, 1985); Government of Malawi, “Inventory
of Designated Roads in Malawi.” 1984, 1985: Uma Lele. Vishva Bindlish. and Juan Gaviria, “Rural Roads and Agricultural Development in Nigeria,” MADIA Working
Paper (Washington, D.C.: World Bank, 1989): Uma Lele and Steve Stone.Population Pressure, the Environment, and Agricultural Intensification: Variations on the
Boserup Hypothesis.” MADIA Working Paper (Washington. D.C.: World Bank. 1989): World Bank Database (BESD): Louis Mvele,"Cooperation Nord-Sud Echecs
et Succes: Les Cas des Infrastructures de Transport au Cameroon™ (Geneve: Institui Universaire de Hautes Etudes Internationales, 1984).




TABLE 8 Basic Social Indicators for MADIA Countries, Selected Years, 1965-1987

Population growth GNP per capita Infant mortality rate Population per
Population (miltions) rate (%) (U.S. dollars) Life expectancy (years) (per thousand) physician
1965 1986 196580  1980-86 1965 1987 1965 1986 1965 1986 1965 1981
East Africa
Kenya 9.5 21 3.6 4.1 103 340 45 537 112 83 12,820 10,140
Malawi 39 7 29 3.2 63 160 39 45 199 164 46.900 53,000
Tanzania 1.7 23 33 35 76 220° 43 53 138 98 21.700 19,810
West Africa
Cameroon 6.1° 11 27 32 168 960 46 56 143 85 26,680 13.990
Nigeria 48.7 103 25 33 49 370° 42 51 177 105 44.230 12,000
Senegal 34 7 25 29 241 510 41 47 171 124 21,100 14,200
Percentage of age group Percentage of age group Percentage of population Average annual growth rate
enrolled in primary school enrolled in secondary school with access to safe water of urbanization (%)
1965 1985 1965 1985 1973 1980 1965-80 1980-85
East Africa
Kenya 54 94 4 20 15 26 9.0 6.3
Malawi R X} 62 2 33 41 7.8 n.a.
Tanzania 32 72 2 3 13 34 8.7 83
West Africa
Cameroon 94 107 94 107 26 53 8.1 7.0
Nigeria 32 92 5 29 15 36 48 5.2
Senegal 10 55 7 13 37 42 4.1 4.0

NotEs: n.a. = not available.
a. Use of overvalued official exchange rate in the case of Tanzania overstates its achievements in per capita income growth relative to other countries.

b. 1968. c. As a result of the recent devaluation, per capita GNP in Nigeria was approximately four times lower than amount shown above,

Sources: World Bank. World Development Report, 1985, 1986, 1987, 1988: World Bank, Social Indicators of Development, 1986: per capita GNP for 1965 was
caleulated from IMF, lmternational Financial Yearbook 1987: Republique du Cameroun, “Enquete Nationale Sur la Nutrition™ (Washington, D.C.: Agency for
International Development, 1978).
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turned out to be unfavorable. In East Africa, over the entire period, Kenya
suffered the greatest loss from unfavorable shocks, followed by Tanzania
and Malawi; however, the ranking between Malawi and Tanzania changes
if the period since 1970 is considered.

Detailed analysis of the shocks shows three major conclusions. (1)
Whereas Nigeria was dominated by the effect of favorable movements in
oil's terms of trade, Cameroon was dominated by the effect of increased
foreign demand. Senegal. on the other hand, suffered a terms-of-trade
loss, primarily due to a trade imbalance between import and export
volumes; however, a strong gain from increased foreign demand for rock
phosphate more than outweighed the negative terms-of-trade effect, lead-
ing to a minor positive net effect of external shocks. (2) The negative
effects of shocks in Kenya, Tanzania, and Malawi are dominated by the
unfavorable movements in their agricultural terms of trade, with Kenya
suffering the greatest loss, followed by Tanzania and Malawi. (3) Higher
interest payments, associated with higher interest rates on foreign loans,
had adverse effects on all MADIA countries except Tanzania. While the
five countries increased the proportions of their debts owed to private
sources and subject to fluctuating interest rates, Tanzania relied more on
debt from public sources (concessional loans) and did not alter its debt
profile significantly, even in the era of structural adjustment. Cameroon
suffered the greatest loss, followed by Senegal, Malawi, Kenya, and
Nigeria.

Kenya, Nigeria, and Senegal, in that order, are net losers of factor
incomes, while Tanzania and Malawi are net gainers. This positive effect
of factor income in Tanzania and Malawi is due primarily to remittances
from their natives working in the mines of South Africa. The net factor
income effect is neutral in Cameroon.

Effects of Domestic Policies on Current Account Variation

Item 3 in table 9 presents the effects of internal policies on export
promotion (as reflecied in changes in world market shares), income growth
effect (i.e., import income elasticity), import compression effect (i.e.,
induced by charges in aggregate demand), and increased borrowings. Item
6 presents the total of these various effects, less income growth effect. The
distinction betwsen total and implicit income effects on imports is also
important given that by increasing imports, growth can be seen to have a
“bad™ effect on policy and on variations in the current account. For East
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TABLEY External Shocks and Policies in MADIA Countries., 19671984 {percentage of gross domestic product at current prices)

West Africa East Africa
Cameroon Nigeria Senegal Kenya Malawi Tanzania

Effet  Rank  Effect Rank  Effect Rank  Effect  Rank  Effect  Rank Effect  Rank

Current account variations 24 2 0.0 1 -1.8 S 4.4 3 -8.0 6 -59 4
Shocks 5.6 2 9.0 1 0.2 3 —.5 6 -1.0 4 -1.5 5
Terms of trade 0.1 2 6.6 I -1.3 3 6.5 6 -39 4 —1.8 5
Foreign demand 6.0 1 4.1 2 29 5 4.1 2 30 4 26 6
Interest rate on debt 0.6 6 0.2 2 04 4 -0.3 3 0.4 4 0.3 1
Net factor income-capital income 0.0 3 -1.7 5 -1.1 4 -19 6 0.2 2 0.5 1
Policy -35 2 -1.7 1 -129 6 -3.8 3 6.8 4 -8.6 5
Export promotion 0.0 2 54 1 -1.9 3 -1.9 3 =23 5 -5.9 6
Income growth effect (-} 1.8 1 2.1 2 13.3 6 3.7 3 8.3 5 1.7 4
Imports compression (-) 1.1 1 49 6 ~-3.4 3 -2.6 4 -5.1 2 5.8 1
Increased borrowing 0.6 5 -0.2 I 0.9 5 .8 4 -1.2 6 0.7 3
Other -0 5 -74 6 49 1 4.5 2 0.8 4 39 3
Yearly fluctuation in exports -3.6 5 -5.1 6 1.3 3 3.1 1 1.5 2 0.5 4
Yearly fluctuation in imponts 0.0 4 -0.1 | 0.1 1 0.4 6 0.1 5 0.1 1
Transfer payments 0.1 4 -0.3 6 24 I 0.1 5 0.3 3 1.6 2
Net nonfactor services 0.6 4 -2.0 6 1.1 3 1.6 2 0.9 5 1.7 1
Residual 0.6 4 0.3 ] 0.0 3 -0.6 4 -1.1 6 0.3 1
Policy-controllable factors excluding the  -1.7 6 04 2 0.4 2 0.1 4 1.5 1 0.9 5
effect of GDP growth: Pure policy
Imbalanced total effect -34 3 =21.5 6 -6.7 5 -1.0 1 ~1.9 2 —1.30 4
Pure 101l effect a5 3 2%.1 1 5.3 2 -55 6 =2.0 5 -0.5 4

NoTes: The rank is from most positive (1) to least positive (6). For 1967-1973, interest payments are included in net factor income from abroad. But for 1974—1984, it
has been possible to separate out interest payments from it. Imports enter the current account with a negative sign. Hence. when summing the various factors to obtain
their total impact on the current account, the sign of the imports item is reversed.

SOURCES: Internation\l Monetary Fund. fnrernational Financial Statistics Yearbook: World Bank., Country Economic Memoranda. 1987 for Cameroon and 1985 for
Nigeria.
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Africa, item 6 clearly shows policies to have played a positive (contracycli-
cal) role in Malawi, as in Kenya. Tanzania’s loss of market shares was the
greatest, followed by Malawi and Kenya. On the other hand, the growth
effect onimports was most important in Malawi. All the MADIA countries
were forced to contract imports in order to survive the external disequilib-
ria. Import compression was the greatest in Malawi, Senegal, Tanzania,
and Kenya, in that order. It continued in Cameroon up to 1985, whereas
in Nigeria import levels actually increased (albeit at a declining rate since
1978). '

The ability to increase shares in world markets had to do with the
fundamental importance of the commodities exported, as well as country
policies toward them. The relatively better performance of Nigeria is
explained by the substantial growth in export market shares in oil, which
more than offset negative effects of import expansion and other policies
of traditional exports. The net policy effect (item 6) is primarily due to
import expansion and increased borrowing in the context of change in the
market shares of exports. Senegal's smaller role relative to the three East
African countries is once again due to the role of phosphates. Only Nigeria
increased its market share, followed by Cameroon (whose share stayed
fairly constant). The remaining four lost market shares, the loss being the
greatest in Tanzania, followed by Malawi, Kenya, and Senegal.

Other Factors

Factors that cannot be classified as external shocks or domestic policies
are classified under the heading “other.” They comprise yearly fluctuations
in exports and imports, transfer payments, and nonfactor services (freight
and insurance).

Due to the volatility of the oil market, Nigeria and Cameroon have
suffered the greatest export income loss (see table 9). The agriculturally
dominated countries, on the other hand, benefited from market
fluctuations, with the greatest benefit accruing to Kenya, followed by
Sencgal, Malawi, and Tanzania. The cyclical effect of imports is generally
very small.

Transfer payments (grants) mainly benefited Senegal, Tanzania, and
Malawi, while Nigeria and Kenya were net losers. Cameroon recorded a
very small beneficial effect. Tanzania and Kenya benefited substantially
from nonfactor services, followed by Senegal. Nigeria benefited the least,
followed by Malawi and Cameroon.
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Other shocks that were considered important by policy makers, but
were not amenable to systematic measurement because of their random
nature, should also be noted. For cxample, Kenya and Tanzania dissolved
the East African Community and closed their common borders in 1977.
Although informal trade in agricultural goods continued between the two
countries, Tanzania’s agricultural export trade (which had relied on sales
through Kenyan-based traders and export markets) and agricultural re-
search (which had relied heavily on the East African Community) suf-
fered. Tanzania also paid a heavy price for its war with Uganda in 1979,

While all countries suffered from droughts, Senegal’s climate (along
with poor trading arrangements for its major crop, the groundnut) had a
particularly severe adverse effect on its agriculture. Malawi, meanwhile,
suffered the most from adverse external political and logistical con-
straints. The closure of Mozambique's ports raised not only the costs and
the insecurity of transport: but political problems in Mozambique also
increased the number of refugees entering Malawi, numbering well over
500,000—or close to 6 percent—of its population by mid-1988.%3

Nigeria had by far the most serious internal political difficulties. Their
civil war in the late 1960s was followed by six military coups, numerous
changes of governments, and partitions of states—all of which created an
unpredictable political and administrative environment, leading to numer-
ous changes in policy initiatives.**

Macroeconomic and Sectoral Policy Responses

Examining the nature and scale of initial resource endowments and sub-
sequent exogenous events only tells us about the general availability of
resources for development. It is therefore necessary to analyze the ways
in which the six MADIA countries’ policy makers and their donor sup-
porters have managed those resources and events, and the returns they
have earned between 1970 and 1984.

Whatever one’s judgments about the relative resource positions of the
six MADIA countries at independence, it is clear that all six have been
faced with absolute shortages of critical physical, institutional, and human
capital assets. It is also clear then that governments and donors need to
deploy scarce resources optimally to obtain the best developmental re-
turns. In reviewing the evidence on relative returns to resource use in
agriculture vis-a-vis other sectors, it is important to recognize that returns
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in agriculture are a function of output and input prices, as well as the
productivity of the resources deployed. Furthermore, in determining the
policies pursued, expectations about future world and domestic market
prospects have been as important as, or more important than, actual
subsequent events in the marketplace.

Input and output prices (as determined by exchange rates, taxes, and
subsidies) have been the primary focus of recent economic analysis, but
the role of nonprice factors has attracted less analytical attention. In our
view, an item in this latter category—that 1s, public (including donor)
investment—has formed a significant, but usually overlooked, part of the
picture. Public investment has substantially influenced the levels of taxes
and government subsidies on production and consumption in order to
maintain and implement activities initiated carlier. Similarly, by influenc-
ing the technological frontier, public expenditure has influenced the rela-
tive returns to factors of production. Finally, the actual allocation of land,
labor, and capital to activities in agriculture has also been determined by
the ability of small farmers to mobilize and use resourges efficiently—a
factor that has itself been affected by market and nonmarket forces alike.

Mecanwhile, the competition for these public investment resources in
the MADIA countries has been affected by agricultural diversification of
three Kinds: (1) out of agriculture and into industry and construction; (2)
within agriculture, especially in favor of import-substituting food crops;
and (3) by small producers into opportunities outside traditionally defined
and often controlled, economic activities.

Overall Development Strategies and Diversification of Agricultura

Of the six MADIA countries, only Kenya and Malawi have followed
moderate diversification strategies, and both have performed better than
the other four in terms of growth of agricultural exports. Table 10 shows
the change in the share of agriculture in each country's GDP, employment,
and exports. Table 11 charts the various macroeconomic indicators. The
countries whose agricultural sectors have grown the fastest have also been
the best performers in terms of GDP growth. Cameroon, Kenya, and
Malawi, in that order, have achieved the highest growth rates of GDP, per
capita GNP, and agricultural output between 1960~1987. Clearly, favor-
able luck factors such as endowments or external shocks do not necessarily
coincide with better economic growth. The macroeconomic and sectoral
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policics of the MADIA countries have been critically important in explain-
ing their performance.

The most extreme example of attempted diversification out of agricul-
ture was in Tanzania, where the government’s primary policy response to
export pessimism was a capital intensive, import substituting
industrialization effort. This program, implemented through a “Basic In-
dustrialization Strategy,” involved the establishment of large-scale public
sector industrics such as fertilizer, pulp and paper, as well as the develop-
ment of agroprocessing, to increase domestic value-added in export agri-
culture. Both strands of Tanzania's industrial program were supported by
donor assistance to a greater extent than in any other MADIA country.™® In
contrast, Kenya successfully dev eloped labor-intensive, small-scale indus-
try, and further broadened employment opportunities.

Agriculture’s share in GDP, employment, and exports was smaller, and
urbanization was greater, in West Africa than in East Africa, even in the
carly post-independence years. In Nigeria, as in Tanzania, further diver-
sification oucof the export crop sector involved a substantial expansion of
the industrial and construction scctors. In Senegal, again as in Tanzania,
diversification included agroprocessing and the development of the fertil-
izer and fisheries sectors. Cameroon’s industrialization efforts were more
moderate than Nigeria's. It maintained an emphasis on its plantation
agriculture longer than most other countries, but nevertheless expanded
investments in physical infrastructure and industry.**

Following a Kuznetsian pattern of growth, agriculture’s share in GDP
and exports should be expected to decline with overall development. This
happened in Kenya and Malawi by the end of the 1970s; in Tanzania,
however, where industrialization had been given primary emphasis,
agriculture’s share in GDP and exports paradoxically increased.*’

Agriculture’s share of GDP, employment, and exports fell further in all
three West African countries, with the sharpest decline in Cameroon. The
growth of agricultural output in Cameroon, Kenya, and Malawi was
accompanied by a higher growth in the manufacturing sector (with the
exception of Nigeria). The countries that relied on their comparative
advantage and moved least rapidly to diversify their economies performed
better and achieved rapid diversification.

Wage rates of unskilled workers were higher and increased more
sharply in the West African countries with industrialization, with the
increase being the sharpest in Nigeria.** Real wages did not increase
commensurately because of rising inflation, as food prices rose rapidly.
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TABLE 10a Share of Agriculture in Exports, Employment, and
Gross Domestic Product (GDP) in MADIA Countries,
Selected Years, 1965-1985 (percentage)

East Africa West Africa

Camer-
Kenya Malawi Tanzania oon  Nigeria Senegal

Exports
1967-73 75 97 78 81 38 71
1985 57 94 79 65 4 46
Employment
1965 84 91 88 86 67 82
1985 78 83 86 70 68 81
Gross domestic
product
1967-73 34 44 4] 31 41 24
1985 31 38 58 2] 36 19

SOURCE: World Bank Data File, 1989,

TABLE 10b Comparative Macroeconomic Structure of MADIA
Countries, 1960-1987 (percentage of GDP)

East Africa West Africa
Camer-
Kenya Malawi Tanzania  oon  Nigeria Senegal
Agriculture 34.9 42.6 47.3 29.2 41.5 23.6
Mining 3 n.a. 1.4 6.1 12.3 1.5
Manufacturing  11.7 10.1 9.1 10.1 7.0 15.7
Infrastructure 7.2 5.8 4.5 8.8 4.2 6.3
Other services  45.9 41.5 37.7 45.8 35.0 52.9
Savings 19.6 9.1 13.5 18.0 15.0 11.3
Investment 21.7 20.0 19.2 18.8 15.1 15.7
Exports 29.1 243 19.1 24.4 15.2 32.5
Imports 31.2 35.2 249 25.1 15.3 36.9
Public 17.4 16.4 19.9 9.9 9.0 18.3

consumption

SOURCE: World Bank Data File, 1989,




TABLE || Comparative Macroeconomic Performance of MADIA Countries, 1960-1987

Tanza- Camer-
Kenya nia  Malawi oon Nigeria Senegal

Average Growih Rates, 1960-1987

GDP 58 33 4.4 59 3l 22
Per capita GNP 2.1 0.2 1.5 28 02 09
Agriculture 4.0 1.4 2.8 44 0.6 1.2
Manufacturing 8.1 27 4.3 87 106 39
Mining 38 40 na.  29.8 84 n.a.
Savings 105 -5 128 179 23 -1
Investment 4.5 54 50 100 6.5 1.9
Exports 34 1.2 49 6.9 3.1 2.1
Imponts LI 6.2 1.9 5.1 7.8 2.8
Public consumption 7.3 149 49 5.7 8.5 2.8
Inflation 83 120 8.1 77 116 74
Population 37 3t 29 3.1 33 il
1967-1973
Growth rate of real GDP 8.5 52 5.2 2.4 49 2.2
Growth rate of population 35 2.1 2.5 24 2.5 24
Growth rate of GDP per capita 5.0 2.5 2.7 0.0 23 -0t
Ratio of investment to GDP 223 208 200 153 127 138
Ratio of savings to GDP 208 182 82 130 115 9.7
Ratio of net exports to GDP -5 =26 -118 =22 -12 41
Ratio of current account deficit to GDP =30 =29 -11.7 <15 41 -14
Ratio of debt to exponts 61.4 1206 1487 61.1 290 39.0
Ratio of debt service to exports 4.7 5.6 7.1 48 2.8 38
Ratio of fiscal deficit to GDP -34 -50 =24 na, =21 -09
Rate of inflation (CPI) 4.2 8BS 125 38 52 3.6
Rate of inflation (GDP deflator) i3 6.2 5.8 1.6 1.7 2.7
Growth rate of real output in agriculture 54 23 2.8 4.6 19 5.8
Growth rate of real output in manufacturing 14.2 78 5.5 65 139 6.9
Growth rate of real output in mining 128 6.2 na. 294 289 25
Growth rate of exports 3t 3.6 59 38 166 2.2
Growth rate of impons 4.0 3.6 14 4.0 125 1.2
Central bank borrowing as percent of GDP 1.0 3.6 1.4 0.5 33 0.0
Rural population as percent of total population 89,7 928 93.6 787 836 74.7
19741978
Growth rate of real GDP 4.7 2.5 6.6 7.5 29 23
Growth rate of population 3.6 34 3.0 3.0 25 2.6
Growth rate of GDP per capita L1 09 36 4.5 04 -03
Ratio of investment to GDP 235 206 296 198 230 183
Ratio of savings to GDP 200 110 183 174 254 105
Ratio of net exports to GDP =35 96 -113 -24 25 718
Ratin of current account deficit to GDP 62 -97 -89 98 03 -55
Ratio of debt to exports 74.6  187.1 181.7 721 1.7 543
Ratio of debt service 1o exports 6.4 66 125 59 1.7 77
(continues)
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TABLE 1] (continued)

Tanza- Camer-
Kenya nia  Malawi oon Nigeria Senegal
19741978 (continued)
Ratio of fiscal deficit to GDP -36 79 09 -2 0.6 -1
Rate of inflation (CPI) 160 151 B5 136 219 127
Rate of inflation (GDP deflator) 145 147 102 118 216 99
Growth rate of real output in agriculture 4.1 4.7 5.8 25 =07 23
Growth rate of real output in manufacturing 6.6 4.7 6.7 9.1 12.7 1.5
Crowth rate of real output in mining 65 2.7 na. 241 39 2.5
Growth rate of exports 20 -68 0.7 79 5 100
Growth rate of imports 7.8 2.8 6.1 7.0 286 113
Central bank borrowing as percent of GDP 16 8.2 29 2.3 37 0.9
Rural population as percent of total population  87.4  90.1  91.6 707 812  68.0
19791981
Growth rate of real GDP 4.2 21 20 139 0.9 19
Growth rate of population 4.0 32 2.6 32 2.8 29
Growth rate of GDP per capita 02 -1 -06 108 -19 ~10
Ratio of investment to GDP 270 222 270 217 208 154
Ratio of savings to GDP 182 108 132 175 234 -03
Ratio of net exports to GDP -8.8 114 -138 43 23 -158
Ratio of current account deficit to GDP =105 1.7 -127 -128 -14 -149
Ratio of debt to exports 1202 2610 2114 1015 19.5 1368
Ratio of debt service to exports 14.3 94 248 9.3 26 175
Ratio of fiscal deficit to GDP 46 -1001 -1.0 =33 -139 =22
Rate of inflation (CPI) 1.2 232 4.0 B9 131 8.1
Rate of inflation (GDP detlator) 9.0 219 9.1 84 142 8.8
Growth rate of real output in agriculture L5 -0 -39 121 27 1.1
Growth rate of real output in manufacturing 55 -10.2 28 1582 226 8.2
Growth rate of real output in mining -8.3 27 na, 1852 -74 44
Growth rate of exports ~-1.3 7.1 9 221 -53 5.7
Growth rate of imports =99 143 46 122 5.3 15
Central bank borrowing as percent of GDP 6.0 18.6 9.3 LS 139 59
Rural population as percent of total popu'ation 85.8 882 905 655 79.6  66.6
19821984
Growth rate of real GDP 37 0.6 K 59 47 4.4
Growth rate of population 4.1 3.5 38 32 i3 2.9
Growth rate of GDP per capita 03 29 02 27 80 1.6
Ratio of investment to GDP 212 164 219 228 119 158
Ratio of savings to GDP 18.3 9.3 149 280 93 24
Ratio of net exports to GDP =29 -1 =10 53 26 -134
Ratio of current account deficit to GDP 47 <14 30 -12 49 -128
Ratio of debt to exports 1352 S513.1 2532 985 924 2185
Ratio of debt service to exports 182 121 227 124 179 9.5
Ratio of fiscal deficit 1o GDP -39 -39 07 -06 -105 -94
Rate of inflation (CPI) 140 306 54 138 235 136
(continues)

A4



UMA LELE

TasLE 11 (continued)

Tanza- Camer-
Kenya  nia Malawi  oon  Nigeria Senegal

19821984 (continued )

Rate of inflation (GDP deflator) 9.6 129 9.4 12.3 11.3 10.4
Growth rate of real output in agriculture 4.4 1.8 5.8 L7 -11 36
Growth rate of real output in manufacturing 0 Yy 4133 -8 5.5
Growth rate of real output in mining 00 =27 aae o 224 17 -08
Growth rate of exports 29 -167  -09 161  -35 24
Growth rate of imports -64 -84 04 36 195 33

Central bank borrowing as percent of GDP 104 219 193 1.8 203 138
Rural population as percent of total population 820 850 880 590 700  65.0

1985-1987
Growth rate of real GDP 5.1 4.3 28 9.0 2.5 4.2
Growth rate of population 4.2 3.6 34 34 34 3o
Growth rate of GDP per capita 09 07 06 57 09 1.2
Ratio of investment to GDP 4.0 172 135 198 89 137
Ratio of savings to GDP 217 48 11,6 253 9.7 3.6
Ratio of net exports to GDP =23 -124 0 -19 55 0.7 -10.1
Ratio of current account deficit to GDP -6.0 -117 -65 02 -1.0 -134
Ratio of debt to exports 163.0 9024 3113 77.2 2022 2448
Ratio of debt service to exports 23 153 36 98 270 109
Ratio of fiscal deficit 1o GDP =58 43 270 0.8 na. 1.6
Rate of inflation (CPI) 74 331 188 2.2 4.4 9.7
Rate of inflation (GDP deflator) 98 294  16.0 29 103 8.4
Growth rate of real output in agriculture 4.3 4.5 23 24 4.9 8.9
Growth rate of real output in manufacturing 50 53 1.6 0.9 5.5 1.9
Growth rate of reat output in mining 33 e n.a. 13 =26 7.3
Growth rate of exports 4.5 6.0 9.2 66 -1.1 0.5
Growth rate of imports 56 138 59 269 -226 07

Central bank borrowing as percent of GDP 104 221 16.7 21 187 100
Rural population as percent of total population  80.0 86,0 na. 580 70,0 640

NOTES: n.a. = not available,

The average growth rates for the period 19601987 are calculated using the least squares method.
They are all significant at the 5 percent level.

Sources: World Bank Database (BESD), World Bank Data File, 1989; IMF, Jnternational Financial
Statistics Yearbook, 1987, for population figures.

Implicit and Explicit Taxation of Agriculture

Figure 7 shows the behavior of the trade-weighted exchange rates of the
six countries, indicating the extent of implicit taxation. Tanzania and
Nigeria had the most acutely overvalued rates, which led to substantial
implicit taxation of export agriculture. In Tanzania’'s case, the coffee boom
in the mid-1970s combined implicit taxation of this kind with considerable
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explicit taxation of the coffee sector—the country + main export. In
Nigeria, producer price subsidies to export crop cuhivators in the 1970s
did not adequately compensate for exchange rate overvaluation.™

Kenya and Malawi adjusted their exchange rates regularly, and Cam-
croon and Senegal (both of which are members of the West African
Monetary Union) also had a relatively moderate record on exchange rate
policy. Tables 12, 13, 14, and 15 show the ratios of producer prices to
international prices at nominal exchange rates and purchasing power
parity exchange rates. While they do not reflect transportation costs, they
do provide a general indication of the level of taxation of export crops.

Only Kenya refrained from imposing any significant explicit taxes on
its two important crops, coffee and tea, the prices of which were deter-
mined by the international market. Kenya also eschewed mobilizing
resources through regressive taxation of the smaltholder sector, offering
the same price incentives to its smallholder tea and coftfee producers as to
estate producers (barring the slightly higher costs involved in the market-
ing of small farm production).

Malawi’s smallholders, who were only allowed to produce dark-fired,
sun-cured, and oriental tobacco (because growing of burley and flue-
cured tobacco was reserved for estates through a licensing policy), were
expected to sell their crops at officially fixed prices to the Agricultural
Developmentand Marketing Corporation (ADMARC), Malawi’s agricul-
turai marketing parastatal; however, Malawi’s estates could sell their
tobaccos at open auctions. Small farmers typically received only about
one third of the pricc ADMARC obtained for their tobacco on the auction
floor. Even taking into account ADMARC's higher marketing costs for
smallholders compared with those incurred by estates, this differential
involved taxation of small farmers at rates of well over 59 perceni.

In Sencgal, as in Tanzania, expansion of the groundnut processing
sector in the latter half of the 1970s resulted in higher margins going 1o
the processing sector: this partly explains the lower producer share in the
international price. Senegal’s groundnut pricing problems were com-
pounded by the removal in 1967 of the protection accorded by France
since 1929, Under this arrangement, groundnut producer prices had been
about 50 percent of the French import price (which itself was about 25
percent above the world price). ™

Since the signing of the Yaounde Convention in 1967, the international
groundnut prices received by Senegal have declined, and the ratio of
domestic to international prices remained significantly below 0.5 through-
out the 1970s.*" Also, groundnut/millet price ratios, which had carlicr
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FIGURE 7 Purchasing Power Parity Exchange Rate Indexes for
MADIA Countries, 1970-1987 (base year = 1970)
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TABLE 12 Ratio of Producer Prices to International Prices for East Africa, 1970-1986 (converted at nominal exchange rates)

Kenya Malawi Tanzania
Smallholder Smallholder Estate Smallholder
Coffee Tea Dark-fired Burley Flue—cured Tobacco Cotton Coffee
1970 091 0.60 0.22 0.43 0.57 0.43 0.72 n.a.
1971 0.90 0.67 0.25 0.39 0.68 0.50 0.61 n.a.
1972 0.98 0.63 0.23 040 0.62 0.46 0.57 0.57
1973 0.96 0.60 0.22 0.54 0.46 0.44 0.35 043
1974 0.97 0.55 0.23 0.62 0.84 0.42 0.32 0.43
1975 1.01 0.63 0.22 0.47 0.66 0.47 0.51 0.36
1976 0.85 0.57 0.21 0.48 0.70 0.40 041 0.30
1977 092 0.70 0.26 0.60 0.76 0.42 045 0.35
1978 0.94 0.64 0.26 0.50 0.74 0.47 0.55 0.39
1979 0.93 0.66 0.24 0.45 0.65 0.37 0.51 0.29
1980 0.98 0.76 0.23 0.46 0.40 0.35 0.52 0.41
1981 0.84 0.62 0.19 0.73 0.56 0.33 0.61 0.53
1982 0.83 0.56 0.24 051 0.50 0.30 0.73 0.52
1983 0.90 0.98 0.23 0.27 0.39 0.38 0.67 047
1984 0.80 0.66 0.25 0.30 0.38 0.27 0.65 0.47
1985 0.88 0.76 0.21 0.26 0.34 0.36 1.07 0.53
1986 0.79 . 0.69 0.22 043 045 0.32 1.11 0.33

NOTES: n.a. = not available.

Seed cotton producer prices converted to lint cotion equivalent using 34 percent conversion rate.

Green leaf producer prices converted to made tea equivalent using 22 percent conversion rate.

World prices are for products categorized as follows: coffee, “other mild arabica™ tea. “average auction (London)™; tobacco. “United States afl markets™: cotton, “Egypt
(Liverpool).”

Sources: IMF, International Financial Statistics Yearbook, various years: Kenya Ministry of Agriculture; Government of Malawi. Economic Report: FAO/World
Bank, “Tanzania Agricultural Sector Review Mission.™ Annexes, Cooperation Programme Investment Center (Rome:; FAO, 1987).




TaBLE 13 Ratio of Producer Prices to International Prices for East Africa. 1970~1986 (converted at purchasing power parity exchange rates)

Kenya Malawi Tanzania
Smallholder Smallhuider Estate Smallholder
Coffee Tea Dark-fired Burley Flue-cured Tobacco Cotton Coffee
1970 0.85 0.56 0.22 0.42 C.56 0.41 0.68 n.a.
1971 0.88 0.66 0.24 0.39 0.66 0.49 0.59 n.a.
1972 0.98 0.63 0.23 0.40 0.63 0.46 0.57 0.57
1973 1.02 0.64 0.24 0.59 0.95 045 0.35 0.44
1974 1.01 0.57 0.25 0.68 0.92 0.40 0.3} 0.41
1975 1.02 0.64 0.25 0.52 0.73 0.41 0.45 0.32
1976 0.89 0.59 0.23 0.53 0.76 0.37 0.39 0.29
1977 0.94 0.71 0.30 0.70 0.88 0.40 0.43 0.33
1978 0.90 0.61 0.30 0.58 0.86 044 0.52 0.37
1979 0.92 0.65 0.29 0.53 0.77 0.37 0.51 0.29
1980 0.98 0.75 0.27 0.54 0.46 0.31 0.47 0.37
1981 0.86 0.64 0.21 0.81 0.62 0.23 0.42 0.36
1982 0.82 0.56 0.28 0.59 0.59 0.16 0.39 0.28
1983 0.94 1.02 0.26 0.31 044 0.20 0.35 0.24
1984 0.77 0.64 0.26 0.31 0.40 0.13 0.32 0.23
1985 0.87 0.74 0.22 0.27 0.36 0.15 0.46 0.23
1986 0.96 0.85 0.25 0.50 0.52 0.25 0.88 0.26

NOTES: n.a. = not available.

Seed cotton producer prices converted to lint cotton equivalent using 34 percent conversion rate.

Green leaf producer prices converted to made tea equivalent using 22 percent conversion rate.

World prices are for products categorized as follows: coffee. “other mild arabica™: tea. “average auction (London)™: tobacco. “United States all markets™; cotton, “Egypt
(Liverpool).”

Sources: IMF. fmiernational Financial Staristics Yearbook. various years: Kenye Ministry of Agriculture; Government of Malawi, Economic Report: FAO/World
Bank. “Tanzania Agricuntural Sector Review Mission.” Annexes, Cooperation Programme Investment Center (Rome: FAQ. 1987).




TABLE 14 Ratic of Producer Prices to International Prices for West Africa, 1970-1986 (converted at rominal exchange rates)

Cameroon Nigeria Senegal
Arabica coffee Robusta coffee Cocoa Cotton Cocoa Palm kernel Groundnuts Cotton
1970 0.55 0.49 0.45 0.50 0.61 0.51 0.27 0.16
1971 0.60 0.48 0.60 0.44 0.77 0.59 0.27 0.14
1972 0.62 0.50 0.56 0.45 0.84 0.80 0.36 0.15
1973 0.65 0.53 040 0.37 0.66 0.76 0.26 0.10
1974 0.54 0.43 0.32 0.37 0.67 0.51 0.17 0.09
1975 0.76 0.50 0.49 0.50 0.86 1.18 0.45 0.14
1976 0.41 0.29 0.31 0.40 0.51 1.04 0.41 0.10
1977 0.26 0.21 0.24 0.50 0.42 0.71 0.31 0.12
1978 0.4 0.38 0.34 0.53 0.48 0.65 0.29 0.13
1979 043 040 0.41 0.57 0.61 0.60 0.35 0.14
1980 0.47 0.47 0.55 0.54 091 1.06 0.44 0.13
1981 0.48 0.54 0.55 0.53 1.02 1.03 0.30 0.12
1982 0.44 0.43 0.58 0.59 1.11 1.29 0.56 0.13
1983 0.37 0.37 0.46 0.48 091 0.87 0.53 0.11
1984 0.30 0.32 0.39 0.55 0.82 1.00 2.46 0.10
1985 n.a. 0.38 0.42 0.77 0.75 1.57 0.51 0.13
1986 n.a. n.a. n.a. 1.25 n.a. 1.61 n.a. 0.27

NOTES: n.a. = not available.

Seed cotton producer prices converted to lint cotton cquivalent using 34 percent conversion rate.

World prices are for products categorized as follows: coffee, “other mild arabica™ for Arabica and “Angolan (Ambriz 2AA)” for robusta, “1CCO average daily price
(New York and London)™ cotton, “Egypt (Liverpool)™; palm kemnel. “Nigerian (Europe)™: groundnuts. “Nigerian (London).”

Sources: IMF, International Financial Statistics Yearbook, various years: World Bank, Commodity and Price Trends. 1987: Republique du Cameroun, “Bilan
Dizgnostique,” 1980; Government Ministries of Agriculture; Lele et &i.. “Nigeria's Economic Development.”




TABLE 15 Ratio of Producer Prices 1o Intemational Prices, for West Africe 1970-1986 (converted at purchasing power parity e~_L.:=7e rates)

Cameroon Nigeria Senegal
Arabica coffee Robusta coffee Cocoa Cotton Cocoa Palm kemel Groundnuts Cotton
1970 0.56 0.49 0.46 0.51 0.65 0.54 0.27 0.16
1971 0.63 0.50 0.63 0.46 0.77 0.59 0.27 0.14
1972 0.63 0.50 0.56 0.45 0.84 0.80 0.36 0.15
1973 0.63 0.51 0.38 0.35 0.71 0.83 0.25 0.09
1974 0.52 04! 0.30 0.35 0.68 0.52 0.16 0.08
1975 0.69 0.46 0.44 0.46 0.74 1.01 0.35 0.11
1976 0.37 0.27 0.28 0.36 0.37 0.74 0.35 0.09
1977 0.23 0.18 0.21 0.44 0.30 0.52 0.26 0.10
1978 0.38 0.33 0.29 0.46 0.33 045 0.27 0.12
1979 0.37 0.34 0.35 0.49 0.40 0.39 0.32 0.12
1980 0.41 0.40 0.47 0.47 0.56 0.65 0.44 0.13
1981 0.45 0.50 0.51 0.49 0.57 0.58 0.32 0.13
1982 043 0.42 0.56 0.57 0.62 0.72 0.57 0.13
1983 0.35 0.35 0.43 0.45 0.43 0.41 0.53 0.11
1984 0.28 0.29 0.36 0.50 0.28 0.34 0.53 0.12
1985 n.a. 0.36 0.39 0.72 0.29 0.60 0.53 0.14
1986 n.a. n.a. n.a. 1.13 n.a. 1.35 n.a. 0.26

NoOTES: n.a. = not available.

Seed cotton producer prices converted to lint cotton equivalent using 34 percent conversion rate.

World prices are for products categorized as follows: coffee, “other mild arabica” for Arabica and “Angolan (Ambriz 2AA)" for robusta. “ICCO average daily price
(New York and Londonj™: cotton. “Egypt (Liverpool)™; palm kemel. “Nigerian (Europe)™: groundnuts, “Nigerian (London).™

SOURCES: IMF. International Financial Statistics Yearbaok. various years: World Bank, Commodity and Price Trends, 1987: Republique du Cameroun, “Bila.
Diagnostique.” 1980: Government Ministries of Agriculture: Lele et al., “Nigeria's Economic Development.™
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favored groundnuts, now favored millet and remained close to 1 through-
out the decade. Groundnut prices also moved unfavorably vis-a-vis pro-
ducer prices of rice. Import substitution of rice became the primary focus
of Senegal’s food self-sufficiency strategy.

Only Kenya maintained relative prices of coffee and tea vis-a-vis maize
that ensured favorable (albeit fluctuating) returns to land and labor use in
the production of the two export crops.*? The higher retumns to coffee and
tea producers in Kenya also reflected the higher quality of Kenya's
arabica coffee and smallholder tea. Thus, the actual intemational market
prices eamed by Cameroon, for example, were only 65 percent of those
carned by Kenya at the end of the 1970s. When, for example, the effects
of Kenya's quality premia are combined with other countries" taxation of
major export crops (e.g., coffee in Cameroon and Tanzania, tobacco in
Malawi, cocoa in Cameroon and Nigeria, etc.), the Kenyan ratios of
export crop prices to maize prices were substantially higher than the
comparable ratios in other MADIA countries (see tables 16 and 17).

Turning to trends in the producer price structure as a whole, all MADIA
countries except Kenya (and Malawi in the case of estate-grown crops)
had officially fixed export crop prices, and the structure of producer prices
moved in favor of food crops. With the exception of rice, this was true
regardless of whether food markets were controlled, as in East Africa, or
free, as in West Africa®—despite the increase in food imports in several
countries noted earlier. Overall, West African food crop prices tended to
be substantially higher and far above international levels than those in East
Africa. For example, the prices of maize were typically twice their East
African levels (even when calculated at trade-weighted exchange rates).
Relative prices thus help to explain production shifts from export to food
crops in all MADIA countries, with the exception of Kenya.

Just how unfavorable West African ratios of export crop prices to food
crop prices have been in comparison with those obtained in East Africa is
evidenced by Kenya’s coffee/maize producer price ratios. The latter were
well over twice as high as Tanzania’s (becoming even more favorable to
Kenyan coffee since the late 1970s if higher informal maize prices in
Tanzania are considered), but as much as four times as favorable compared
with those in Cameroon. Meanwhile, Senegal’s maize/groundnut price
ratio favored maize twice as strongly as it did in Malawi, again reflecting
Senegal’s lower groundnut prices and higher maize and millet prices.

The correction of a combination of exchange rate and producer price
distortions in Nigeria and Tanzania since the introduction of structural
adjustment programs in the 1980s is shifting some resources from food to
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TABLE 16 Ratio of Producer Prices of Export Crops to Food Crops in East Africa, 1967-1985

Kenya Malawi Tanzania
Tobacco/ Groundnuts/ Tobacco/ Cashews/
Coffee/maize  Tea/maize maize Coffee/maize maize Cotton/maize  Cotton/maize maize maize Coffee/maize
1967 n.a. n.a. 6.09 9.79 3.30 2.73 n.a. n.a. n.a. n.a.
1968 n.a. n.a. 4.30 10.07 3.07 3.23 n.a. n.a. n.a. n.a.
1969 n.a. n.a. 6.83 14.69 3.3 3.38 n.a. n.a. n.a. n.a.
1970 27.2 n.a. 7.84 11.66 3.31 3.28 n.a. n.a. n.a. n.a.
1971 19.1 19.5 7.71 8.03 3.03 3.37 4.23 2231 346 n.a.
1972 20.0 15.5 7.32 9.90 3.6} 287 1.58 24,17 3.75 18.75
1973 237 15.2 5.97 9.49 3.51 343 4.35 21.88 346 15.96
1974 217 15.5 1.86 10.73 3.59 434 342 1891 273 13.33
1975 15.3 11.6 6.05 119 3.70 .77 273 14.29 1.87 7.00
1976 329 13.8 5.40 R.75 3 225 2.50 9.66 1.29 10.00
1977 4.7 242 6.24 8.70 3.39 3.52 2.50 10.90 1.33 18.75
1978 RIN; 17.8 7.80 11.28 3.70 3.94 271 10.67 1.31 12.81
1979 36.8 17.6 7.88 12.54 5.81 119 2.82 10.51 1.92 10.67
1980 276 16.7 6.31 0.40 4.60 325 3.00 3.95 1.73 1142
1981 26 17.7 6.53 7.58 1.65 3.24 3.20 9.64 275 12.36
1982 25.8 18.0 1.03 1.50 287 2.45 247 7.41 3.09 9.93
1983 227 14.2 7.56 9.35 1.64 3.39 2.69 9.96 2.65 8.67
1984 22.0 29.6 6.61 8.33 1.89 3.31 2.73 7.61 295 10.40
1985 21.2 18.0 8.11 n.a. 5.57 3.56 2,10 6.30 242 6.75

NoOTE: n.a. = not available.
Sources: Kenya, Ministry of Finance. Economic Survey. Central Bureau of Statistics. Malawi: ADMARC and Ministry of Agriculture. Tanzania: “Tanzania
Agricultural Sector Report™ (Washington, D.C.: World Bank. 1983).
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TABLE 17 Ratio of Producer Prices of Export Crops to Food Crops in West Africa, 1970-1986

Cameroon Nigeria Senegal

Cocety  Cotton/ Cocoa/ Palmoil/ Rubber/ Cocoa/ Palmoil/ Rubber/ G'nuts/  Cotton/ G'nuts/ Cotton/
Coffee/maize maize maize maize maize maize rice rice rice maize maize millet millet

Arabica Robuslu‘

1970 10.20 7.40 4.95 1.76 1.03 1.67 1.09 1.76
1971 940 7.10 4.80 1.71 1.28 1.67 1.36 1.76
1972 9.70 6.90 4.80 1.78 1.28 1.72 0.92 1.24
1973 10.00 6.50 4.78 1.60 1.56 1.79 0.98 1.03
1974 7.90 5.60 4.58 1.46 1.66 i.68 1.38 1.40
1975 6.70 4.10 3.53 1.00 1.19 1.34 119 1.34
1976 9.50 6.10 440 1.0% 337 1.50 2.19 0.99 1.19 1.34 1.19 1.34
1977 7.20 5.60 333 0.80 3.98 1.37 1.40 3.07 1.06 1.09 1.12 1.32 1.04 1.22
1978 7.20 5.60 440 0.72 4.18 .44 1.47 2.57 0.89 0.92 1.12 1.32 1.04 1.22
1979 5.80 5.20 442 0.61 4.12 1.54 f.44 249 093 0.87 1.12 1.49 114 1.37
1980 5.70 5.30 4.83 0.61 4.19 1.59 1.56 2.09 0.80 0.79 1.35 1.62 1.00 1.20
1981 5.70 5.10 4.15 0.60 2.63 1.00 1.22 1.37 0.53 0.63 1.49 1.44 1.40 1.36
1982 6.40 5.00 4.04 0.64 3.05 1.16 1.64 1.54 0.59 0.83 1.49 1.66 1.40 1.56
1983 2.62 0.93 1.30 1.83 0.64 0.92 HEE) 1.66 1.27 142
1984 1.97 0.79 0.99 114 0.46 0.57 1.60 1.56 1.45 142
1985 1.50 1.67 1.64 1.67
1986 1.29 1.43 1.29 1.43

Note: Blank cell = not available.
Sources: Cameroon: Ministry of Agriculture, “Bilan Diagnostique.™ 1980; World Bank, Country Economic Memorandum, 1987. Nigeria: Marketing Commodity
Boards. Senegal: Ministere du Developpement Rural, *Programme de Sauvergerde ct d’Adjustement de la Filicre Coton du Senegal,” 1987,
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export crops, although the growing domestic food demand and high food
prices have moderated this shift (as has flexibility in the disposal of food
crops relative to export crops). Nevertheless, ift an aggregate supply
response is going to materialize from the agricultural sectors of these
countries, agricultural productivity will have to increase—and nonprice
factors will be important in raising it. Before tuming to this issue, how-
ever, public expenditure patterns in the six countries are briefly reviewed.

Public Expenditure Patterns

Information on overall expenditure patterns in MADIA countries varies.
On the whole, among anglophone countries, Kenya and Malawi have
better information than Nigeria and Tanzania, reflecting superior cco-
nomic management. Systematic data on planned and actual expenditures
have tended to be weak in francophone countries.

To the extent that data have permitted, the results of our detailed
analysis of public expenditure patterns are presented in various MADIA
papers.>* In the East, Kenya and Malawi had a better intersectoral balance
of government expenditures (i.e., between agriculture or transportation,
relative to other sectors) than Tanzania; in the West, Cameroon had a
better record than Nigeria and Senegal.® Comparisons of Tanzania's
spending patterns at the beginning and the end of the 1970s and its
performance relative to Kenya and Malawi, show a higher share of
government expenditures to GDP at the end of the period from a lower
initial base. Tanzanian programs focused heavily on industrial promotion,
welfare services, and defense, but neglected agriculture, transport, and
communication infrastructures. Kenya and Malawi had small expenditure
programs but a more even, intersectoral balance of expenditures.*® Unlike
Tanzania, Nigeria did not neglect agriculture in government expenditures.
Its hudgeted capital expenditures on agriculture from 1981 to 1985 were
66 times greater than the actual expenditures from 1962 to 1968! Caution
must be exercised, however, in taking the relative share of agriculture in
relation to other sectors as an indication of commitment to agriculture
without regard to expenditure quality. In Nigeria, the poor quality of
government expenditurcs was reflected in the lack of a well-defined
smallholder strategy—a fundamental constraint in increasing agricultural
production even though price incentives for food crop production were
favorable. As in the other MADIA countries, the lack of recurrent expen-
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ditures has been another fundaraental constraint for the development of
smallholder agriculture as well as for other sectors.?’

From this latter viewpoint, the countries with what we could suggest
were superior intersectoral expenditure balances also operated superior
expenditure programs in another sense; that is, their spending was more
predictable in overall level, in the balance between recurrent and capital
expenditures, etc. Nevertheless, it must be emphasized that there could be
vasi improvement in public expenditure quality—even in the best per-
forming countrics—and great benefit from a well-conceived overall agri-
cultural sector policy.

Even well-intentioned donor expenditures did not have their expected
results.® In Nigeria, where donors gave priority to smallholder agricul-
ture, the government stressed irrigated agriculture and industry. In
Malawi, donors supported smallholders, while the government favored
the estate sector. Clearly, government and donor policy interactions on
public expenditures as a whole, as well as at the sector level, are critical
for understanding the precise nature and content of development policy.

Tanzania and Nigeria had the highest rates of public consumption and
money stock among the six countries. Both these factors contributed to
higher rates of inflation and hence higher rates of currency appreciation
in the two countries. Real appreciation, moreover, hindered the produc-
tion of tradables (including agricultural exports). The following section
discusses the sector level analysis.

Relative Roles of Price and Nonprice Factors

Based on the preceding discussion, it would be tempting to conclude that
the absence of price distortions in Kenya relative to other MADIA coun-
tries explains its better overall agricultural production performance. Cer-
tainly the shifts between food and export crop production in the MADIA
countrics can be explained by relative price incentives, as we pointed out
carlier. The following pages focus on the relative roles of price and
nonprice factors—first reviewing the impertance of technological issues,
and then considering the roles of price levels, stability, etc., and their
importance in relation to other factors.

Table 18 gives yield differences for major crops grown in MADIA
countries. As the data show, coffee, tea, and maize yields were as much
as two to four times as high in Kenya as in Cameroon, Tanzania, or

69



UmaA LELE

Malawi. This means that the relative advantage of coffee over maize
production in Kenya was at least twice as greai than was suggested by the
relative price differences reviewed carlier (allowing, of course, for some
increase in input use that enabled the achievement of Kenya's higher
yields).

The relatively casy access of Kenya's small farmers to research, exten-
sion, credit inputs, marketing, handling, processing, and information com-
pared to the access and quality of services available to their counterparts
in Tanzania, Malawi, or Caraeroon is of special importance. These and
other institutional factors can critically affect the willingness of producers
to apply their labor in ways that enhance yields.>”

Kenya's and Malawi's coffec and tea research is of high quality.
Kenya's smallholder coffee cooperatives and the Kenya Tea Develop-
ment Authority (KTDA) are recognized as among the most effective
institutions for channeling export crop services to smaltholders. Their
clientele includes an unusually high proportion of politically conscious
and vigilant small farmers (reflecting the generally more extensive grase-
roots development of Kenya's commercial and political institutions).®? It
is difficult to quantify the relative importance of these factors on the one
hand and price levels on the other as determinants of the efficiency and
profitability of particular crop growing activities, but there is no question
of their positive impact.

Cotton in Cameroon and cocoa in Nigeria show that price levels are not
necessarily the most important determinants of crop expansion and that
technology and organization can actually counter adverse price effects.
Cotton producer prices in Cameroon were substantially lower, not only in
nominal terms, bt also when converted at purchasing power parity rates,
than in Kenya or Nigeria throughout the 1970s (see figures 8 and 9).%!
Nevertheless, cotton yields in Cameroon at the end of the 1970s were four
to cight times as high as in Kenya, Nigeria, or Tanzania. As a result,
returns to cotton production in Cameroon have been significantly higher
than in the anglophorie countries. This bas greatly increased cotton pro-
duction, at 8.3 percent a year {see table 3,.

Interestingly, Cameroon’s cotton success story seems to contain some
of the same ingredients as that of smallholder tea and coffee in Kenya,
raising important questions not simply about the respective roles of price
and nonprice factors, but also about the relative roles of the private and
public sectors, and the relative importance of financial, technological, and
managerial factors. The Société de Developpement du Coton du
Cameroun (SODECOTON) is a public-sector-operated agency whose
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TaBLE 18

Comparative Crop Yields in MADIA Countries. 1970—1985 (kilograms per hectare)

Tea Coffee Tobacco
East Africa Smallholder Estate Smatllholder Estate Smaliholder Estate Sugar Cotton Maize
Malawi
1971-75 231 1.399 375 1.076 10.696 406
1976-80 416 1.734 398 1.189 10,528 614
1981-85 648 1.929 342 1.238 11.290 537 1.171
Kenya
1971-75 1.345 1.735 608 1,139 269 1.895
1976-80 1.199 2,289 737 1,271 278 1.881
1981-85 1,137 2524 604 1.075 184 1.821
Tanzania
1971-75 1,149 528 645
1976-80 1.356 592
1981-85 430 1,291 380
West Africa Cocou Coftee Rice Millet/sorghum  Groundnuts Cotton Maize
Sencgal
1971-75 1.081 549 718 1081 823
1976-80 1.328 565 706 816 81
1981-85 1.617 654 750 1.009 990
Cameroon
197175 348 325 886 773 787 541 1.151
1976-80 252 270 1.751 848 520 1146 822
1981-85 267 295 3.699 785 266 1.308 980
Nigeria
1971-75 3.426 1.679 574 516 307 764
1976-80 2374 1.906 613 702 203 857
1981-85 2037 2033 709 946 120 996

NoTE: Blank cell = not available.
Source: World Bank Database (BESD).
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FIGURE 8 Cotton Producer Prices (at nominal exchange rates in
U.S. dollars per kilo)
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management practices are more paternalistic than those of participatory
agencies such as KTDA and Kenya’s coffec cooperatives. Comparisnn of
the services available to the cotton sector in Cameroon and its Nigerian or
Kenyan counterparts indicate that SODECOTON has access (especially
in contrast to anglophone Africa) to an excellent network of research on
cotton in French West Africa, undertaken by the Compagnie Francaise
pour le Developpement des Fibres Textiles (CFDT).

Moreover, since the returns to CFDT (which has equity interests in
SODECOTON) depend on the amount of cotton exported, it has a strong
incentive to provide high quality (albeit high-cost) technical assistance
and to improve the provision of services to growers in order to increase
cotton production. Cotton cooperatives and parastatals in anglophone East
Africa have not had such a stake. The way in which grassroots coopera-
tives were undermined in Tanzania as they threatened to become an
alternative political power base and a source of political influence is
reviewed later.? In addition, Cameroon’s cotton sector benefited from
sound capitalization uatil 1986, when falling world market prices, over-
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FIGURE 9 Cotton Producer Prices (at purchasing power parity
exchange ralcv.tsqi_n U.S. doll‘ars per kilo)
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valuation of the CFA franc, and rising government demands that
SODECOTON provide developmental services in the cotton areas, com-
bined with higher producer prices, led to financial difficulties for
SODECQOTON. Until that point, stable access to capital had ensured that
farmers actually received the official price at harvest time—in contrast to
the situation in anglophone Africa, where the regular tardiness or absence
of payments (along with underweighing the crop) has reduced the cffec-
tive prices farmers have received. Finally, the political support of the
government of Cameroon for development in the country’s northern and
extreme northern regions has been crucial to SODECOTON'’s success.
The private-sector nature of cotton production in Nigeria does not
appear to have made the cotton sector efficient. Whether privately, coop-
eratively, or publicly operated, cotton production in anglophone Africa has
suffered from inadequate capitalization, lack of credit, a poor record ¢
payments for output, and in particular, lack of accountability to producers.
Two World Bank-funded cocoa projects in Nigeria offer another ex-
ample in which nonprice factors explain both their success throughout the
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t970s and the subsequent decline of project-level smallholder cocoa
development. The Bank-funded projects coincided with the oil boom,
when cocoa was relatively heavily taxed and when there was also a 300
percent increase in the nominal wage. Nevertheless, the two projects
exceeded their cocoa planting targets—a rare occurrence in donor-funded
agricultural projects in Africa—primarily because the almost totally
Nigerian-operated cocoa subsector was well managed. A second contrib-
utory factor in this case was the fact that returns to planting of improved
cocoa strains were fully competitive with labor use in the nonagricultural
sector, which led participating farmers to conclude that benefits from
cocoa would match those in other sectors of the economy once Nigeria's
oil ran out. Finally. tree plantings have made land rights more secure than
planting annual crops or leaving the land fallow, while increased land
pressure in the cocoa belt has meant that investment in cocoa had a high
eturn.

The World Bank. however. decided not to finance a third cocoa project
in the 1970s (even after internal processing was well advanced) because
of disagrcements between the federal and state governments about the
ievel of financing for cocoa investments and unresolved issues about the
extent of subsidy on interest rates in the credit component. The Bank's
pessimistic outlook on financing of cocoa investments (as in tea and
coffee in East Africa) also played a part in their decision not to finance a
third project. Finally, the Bank concluded (contrary to our assessment
here) that the adverse macropolicy environment had undermined incen-
tives to the cocoa sector to the degree that financing of a third project was
not worthwhile.

These cases raise questions about the extent to which prices alone
matter relative 10 numerous nonprice factors. They also raise questions
about the role stable versus unstable prices play in increasing production
and whether there are differences in this regard between annual and tree
crops. In the case of export crops, price stabilization has typically been
associated with taxation of the export crop sector. These two issues are
therefore considered together.

Coffee and tea in Kenya, cotton in Cameroon, and cocoa in Nigeria
show good export crop performance under both high and low taxation
levels and stable and unstable prices. The argument for providing interna-
tional (meaning unstable and high) prices to producers frequently states
that tree crop prices fluctuate less than annual crop prices, that upswings
in tree plantings occur in periods of price booms. and that countries that
do not pass on international prices to producers lose out on the consequent
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supply responsc. By the same token, in periods of low prices, producers
tend not to uproot tree crop: but simply to reduce variable expenditures—
unless of course the price declines are sustained through public policy as
in Tanzania. Certainly Kenya's experience supports all these arguments.
Italso shows that considerable revenues can be generated even at low (but
mildly progressive) rates of taxation by ircreasing production in response
to high prices. In addition, the privare expenditures resulting from the
increased houschold savings and the investment that higher producer
incomes permit, stimulate higher growth because of the dynamism they
create in the rest of the economy.

Many reasons are offered in support of price stabilization and export
taxes. For example, relatively inelastic world demand for a given com-
modity under conditions of high producer responsiveness and high shares
of individual countries in the world mar’.et could lead to excess supply
and a fall in world prices. Morcover, if demand were primarily concen-
trated in developed countries, a fall in price would mainly benefit devel-
oped country consumers. Indeed, as we have shown elsewhere,®? concern
about this scenario led the World Bank to adopt a policy in 1972 to halt
financing for further expansion of tea and coffee (except when countries
had no production alternatives) and confine assistance for these crops to
investments in improving productive efficiency (including the rehabilita-
tion of existing acreages and the processing of output already on-stream).
Similar, de facto guidelines applied 1o coffee. Paradoxically, Kenya's
smallholder tea and coffee production rose in the 1970s, partly as a result
of World Bank lending for processing. This growth came mainly from
area expansion rather than from increases in land productivity. The reason
for this was that the distinction between arca expansion and rehabilitation
made in donor policy toward export crop farming turned out to be arbi-
trary since much of the actual increase in smallholder export crop produc-
tion in Africa has come from area expansion even though it was intended
1o come from productivity increases. Labor availability and the lack of
farm services have been the most constraining factors, and it has been
more profitable (at the margin) to increase acreage than to intensify
production. Donor investments in processing and in rehabilitation mea-
sures have actually encouraged the expansion of acreage by providing a
market stimulus that would not otherwise have existed.®

With regard to export taxes, a strong comparative advantage in the
production of an export commodity may entail substantial producer rents.
some of which could be taxed away without adverse effect on the return
to resource use relative to the next best option.® Further, taxation of the
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agricultural sector may be compensated for by s;overnment expenditures
that directly or indirectly support agriculture—forexample, by ¢xpanding
markets and raising productivity through better farmer access to technol-
ogy, inputs, and information. Thus, policies for taxing the agricultural
sector or for producer price stabilization cannot be judged adequately
without also taking into account public expenditures on agricu!ture that
offset the revenue raised.

Stabilization may be more appropriate for annual crops than tree crops.
First, annual crops’ prices and yields vary more than those of tree crops,
thereby increasing farmers’ risks and uncertainties. Second. most annual
crops are of lower value than tree crops (at international prices)., so that
the return to factor usc tends to be less attractive compared to competing
food crops—making switches from annual export crops to food crops
more probable.

Finally, fluctuations in domestic production (to which annual crops are
more prone than tree crops) may also adversely affect capacity utilization
in downstream processing activities—as in the case of groundnuts in
Sencgal and cotton in Kenya (where price stabilization may help stabilize
supply by permitting increased use of purchased inputs). Rising capacity
utilization of processing facilities, however, may reduce processing mar-
gins and stimulate higher producer prices and production.® Supply stabi-
lization through domestic production stabilization may also be necessary
for trade policy, which is supposed. in theory, to improve internal supply.
These were some of the reasons underlying British and French colonial
decisions to support price stabilization for export crops.

These various arguments, and the ability to find evidence from MADIA
countries to support conflicting conclusions, suggest that there is no
unique solution to the pricing issue and that donors need to beware of
overenthusiastic application of generalized blueprints for “reform” that
gloss over the need for case-specific responses to individual crop produc-
tion and country realities. Meanwhile, recipient governments also face
domestic socioeconomic and political dilemmas of their own with regard
to this issue; in particular, a stabilization-plus-cxport-tax approach may
appeal to them on the grounds that they are unwilling to incur the
substantial regional income disparities and income instability entailed in
the application of international parity pricing. Their ultimate decisions on
this point may depend a great deal on the political history of their
countries. In the MADIA sample, Kenya seems better able to handle these
sociopolitical problems than the other countries; however, recent studies
of policy refurms suggest that even this might change over time.
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Diversification Policies within Food Crop Agriculture

The priority given in West Africa to rice production is explained by
government concern about food security for urban populations. Invest-
ment in sugar also increased in most MADIA countries in the 1970s.%” The
rapidly growing urban demand for rice, wheat, and sugar contrasts with
the rural pattern of diverse and region-specific dominance of traditional
food crops (sorghum, millet, cassava, and yams) in domestic production.
The costs of domestic rice were subsidized through major investments in
local production, and consumer prices of food imports were kept low
through overvaluation of the exchange rate (in Nigeria) and through trade
and price policies (in Cameroon and Senegal). In East Africa, where maize
dominates in production and consumption, there were less acute import
substitution efforts for rice and other preferred crops.

In view of the foreign exchange constraints faced by countries, it is
instructive to note the heavy foreign exchange requirements of the “new”
crops in relation to the needs of the traditional crops. For example, the
needs of Tanzania’s sugar industry in the early 1980s alone were estimated
to be 40 percent of the total requirements of the agricultural sector.’® The
employment content of the “new™ crops is also worth considering. Only
Kenya pursued an active smallholder sugar production strategy; all the
other MADIA countries treated it as a quasi-enclave industry. Only in
Malawi was it an almost completely labor-intensive estate crop.®

Nigeria pursued by far the most active expansion of large-scale irriga-
tion for rice production when considered as a share of total investments,
although the other five countries also operated irrigation schemes costing
between $10,000 and $25,000 per hectare. The role of price expectations
is important in this context: many of the investments, including those
financed by donors, were undertaken in the mid-1970s when world prices
were projected to reach well over $500 per ton by 1990 (compared with
the current projected 1990 prices of $240 per ton).

Although these schemes attracted substantial amounts of donor fund-
ing, little systematic information exists on their actual production costs,
and few studies have been undertaken of the factors influencing internal
demands for rice (especially of the factors determining the income and
price elasticities of demand) or the likely effects of alternative production,
consumption, and import policies on employment, income distribution,
forcign exchange eamnings and savings, government budget, and so forth.

Neverthzless, such data as the MADIA study has been able to draw on
suggest that unit production costs of rice have been high in MADIA
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countries compared to those in Asia. Inter alia, this reflects high costs of
African projects’ capital works and operation, low utilization of irrigation
works, and high labor costs.™ In addition, high internal transport costs of
shipping rice to urban centers in the port cities of the south, compared to
the current costs of rice imports, have resulted in a continuing need for
subsidies in Cameroon, Senegal, and Nigeria, which can be as high as 100
percent of current international rice prices.

Meanwhile, individual countries subsidized domestic rice production
(in order to make it competitive with imports in distant port citics) when
the appropriate markets happened to be across national borders, a fact that
raises important issues about international and regional trade policy. For
example. the market for rice preduced in northern Cameroon is logically
located in nearby Nigeria, rather than in southern Cameroon. However.,
Nigerian bans on rice imports in 1986 have resulted in substantial losses
in rice production in Cameroon. This does not mean that parallel markets
across national boundaries do not exist; rather it implies that the costs of
marketing are higher than need be, the risks and vncertainties greater, and
the ditficulties in planning production policy hayder to overcome.

Given the growing urban demand for rice, the income effect of rising
rice prices, and the investments that have already been made in domestic
production, restraining (if not reducing) the future production costs of
such investments is of considerable policy importance. In practice, how-
cver, governments and donors have tended 1o overlook the gross inade-
quacy of domestic capacity in Africa to operate and maintain these
investments. This has resulted in a recurring need for rehabilitation,
involving continued technical assistance and imported cquipment. For
instance, 30 percent of ihe investment costs of rehabilitation of rice
schemes in the Fleuve region of Sencgal has been spent on technical
assistance for management.

Finally, high world market price projections in the past have exacer-
bated subsidics (resources which could have gone for traditional food and
export crops), allowing for more efficicnt growth in the short and the
medium run until true comparative advantage could be developed. Thus
in Senegal, for instance. income from groundnut production in a normal
year s seven times that of rice. Contrary to much donor analysis, MADIA
results suggest that Senegal has a distinct comparative advantage in
groundnut production under improved technology. Improvement in their
groundnut production has, however, received relatively little attention
compared to the policy priority given to the promotion of irrigated rice in
the Fleuve.
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Donors’ Investments in Food Crop Diversification

A consistent and long-term financing policy toward diversification is
clearly necessary, both within cach donor agency and in the donor com-
munity as a whole. based on a probabilistic (rather than deterministic)
analysis of world market prospects, country-specific and regional consid-
erations, ctc. In reality, however, the outcomes of investments in diversi-
fication in Africa have depended more on radically different price
expectations over time (and on the ebb and flow of country-specific
dialogue as well as the roles and views of individual donor and African
government officials), rather than on a well-conceivad overall strategy.
Thus, while the World Bank provided financing for irrigated rice produc-
tion in northern Cameroon during the carly and mid-1970s, it withdrew
support in the late 1970s as rice prices declined and production costs
exceeded expectations. The EEC and France, however, continued their
support. In Senegal, on the other hand, around the same dme, the Bank did
not participate in the investment in irrigation works in the Fleuve (for
which several other donors provided support), but undertook financing of
field investments for the production of rice in the large and small perime-
ters in the 1980s on grounds of sunk costs (once the invesiment in the
barrage had been financed). More recently, donors have begun to coordi-
nate their policies toward rice investment in West Africa, but it is too carly
to assess the results.

Similarly. several donors (including the World Bank) invested in Bura
irrigation in Kenya in the mid-1970s (which later turned out to have had
a negative rate of return); at around the same time, however, the Bank
steadfastly—and wiscly in our view—insisted on the pursuit of a rain-fed
strategy in Nigeria and followed it up later with assistance for the devel-
opment of low-cost irrigation. This approach had an important positive
effecton Nigeria's own smallholder development strategy.

Diversification into Horticultural Crops

Horticultural crops tend to be high-vatue products with substantial scope
for income and employment generation among small farmers. The growth
of many such crops offers several impressive examples of “uncontrolled”
diversification. Northern Nigeria. the northern and . outhern highlands of
Tanzania, and the highlands of Cameroon are excellent examples, as is
Kenya, whose growth of horticultural exports has increased at nearly 12
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percent a year, albeit from a small base. This substantial diversification to
meet growing urban and export demand has occurred in response 1o
investments in physical infrastructure, particularly roads. Such diversifi-
cation typically gets overlooked in an evaluation of price policy. The
impact on welfare gains in particular can be underrated since the mainly
partial analysis of efficiency and welfare losses focuses on traditional food
and export crops. Unfortunately, and despite the importance of develop-
ments of this kind for income and employment generation, their implica-
tions for public policy (in terms of the need for supportive transportation,
information, and financial market networks for private trade) have yet to
reccive attention by governments and donors on the necessary scale.

Land Policy

Much of the increase in agricultural production in the MADIA countries
over the past two decades has resulted from an expansion of land arca
under cultivation, while the composition of output has been determined
mainly by shifts in relative crop prices. Price variables have determined
the value added by labor use—the single most important component of the
value of output. The ability of producers to mobilize additional land and
labor, along with such little capital as is used in production (for example,
implements, animal traction, or fertilizer) has been crucial in raising
production levels,

In Cameroon and Nigeria, access to tractors has influenced the ability
of rural houscholds to clear land, and subsidies on tractor operations have
made a notable impact. On the other hand, the institutional and juridical
aspects of land policy—such as legally specified rights to the use and
ownership of land or rights to grow crops—have not been prominent
issues there in contrast to the situation in the East African countrics, where
they have been of critical importance in determining agricultural
performance,”!

In Kenya, land policy meant settling Africans on iand formerly owned
and operated hy European settlers in the Rift Valley and the White
Highlands. A relatively competitive land market has evolved. and large
increases in land titling have occurred in areas of high potential, where
rights to grow high-valuc tree crops such as tea and coffee (along with
dairying) have been promoted. Smallholder tea hectarage increased al-
most tenfold and coffee hectarage doubled between 1970 and 1985, The

o

amount of land registered increased from 1.5 million hectares 10 6.5
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million hectares between 1970 and 1983. The share of smallholders in
total registered land was 43 percent overall, but it was well over 86 percent
in western, Nyanza, central, and eastem provinces—the heart of small-
holder production in Kenya. Although smallholders have had recourse to
legal ownership in Kenya, the process of land-titling has been fraught with
unequal access to capital and land, because of ethnic biases, conflicting
tenure customs, and registration fees.”> These obstacles to land ownership
have contributed to the migration of population onto marginal land and,
consequently, contributed to an unsustainable process of soil exhaustion.

In Malawi, customary rights to cultivate and transfer smallholder land
are conferred by traditional tribal chiefs, while the expansion of estate
farming has been explicitly determined by government policies. Burley
and flue-cured tobaccos have been reserved for estates through a licensing
policy that accompanies the establishment of leascholds on “unused”
customary land. The transfer of land from smallholders to estates has
contributed to economic growth through estate production but has
worsened lund distribution over time and led to a decline in average farm
size in both sectors. The crowding out of land under increasing population
pressure, as well as the growing subsistence requirements, appear even
more serious in view of the estimated 75 percent of estate land that
remains unused. Although the process of technical change may be slower
for smallholders than for estates, land policy will be one of the most
important factors determining future agricultural growth in Malawi.

In Tanzania, smallholder control over land has suffered as a result of
state policy. Tanzania formally abolished traditional tribal village author-
ity. replacing it with public ownership of land whereby an individual has
no right of ownership or sale. The ideology of the ruling party, buttressed
by growing support at the grassroots level, discouraged “capitalist ferm-
ing” by large and small farmers alike in the 1970s. The policy of forced
“villagization™ resulted in the resettlement of more than 9 million peo-
ple—about 60 percent of the population—into 6,000 villages by mid-
1975. Given the weak soils (the reason for traditionally sparser
settiements), the Ujamma policy toward land increased environmental
stress and led to greater problems of erosion and deforestation.

Yet there were also some positive aspects to land policy in Tanzania.
Investments in ihe Tanzam road and rail links opened up arcas of high
agriculturzl potential for spontancous settlement in the Southern High-
lands. Since Western donors declined to finance the railway, Tanzania had
to seck funding from China. These areas are now an important source of
agricultural production of coffee, tea, maize, and tobacco. Unfortunately,
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these gains have been offsct by the government’s discriminatory invest-
ment and pricing policies, which hurt the traditional production areas in
the north and the west, as well as by the bias of these policies toward
low-income, resource-poor regions.

Labor Policy

Another important issue relating to factor mobilization in East Africa has
been the use of labor policy. The use of labor legislation and minimum
wage laws as well as the prevalence of unionism have been most wide-
spread in Tanzania, Together with the political campaign 1o discourage
the use of hired labor, these factors have played a part in the decline of
both smaltholder and large-scale agriculture in Tanzania.

The Malawian government. on the other hand. neglected the unioniza-
tion of labor, and wage employment in estate production grew at nearly
10 percent per year in the 1970s. This occurred in circumstances of falling
real wage rates—due to the discriminatory land policy that created an
eZastic supply of labor from the smallholder sector.

Kenya, in contrast, created a wide range of employment opportunities in
the agricultural sector in both smallholder and estate farming, as well as
nonfarm activities. Although minimum wage guidelines were observed in
agricultural employment, Kenya followed more moderate policies than the
other two East African countries. Despite population growth, real wages
have falien less in Kenya in comparison to their levels in the early 1970s.
In Malawi and Tanzania, on the other hand, they have fallen by half,

Transport Infrastructure

The development of rural feeder road networks—a key determinant of
growth in smallholder production—has varied across the MADIA coun-
tries. Kenya, Malawi, and Senegal have had better programs of feeder road
development and maintenance. In Senegal and Malawi, however, road
development has had little effect on agricultural growth—in Senegal,
because of poor natural resources, and in Malawi, because of land and
pricing policies that have kept effective domestic demand very low. Both
Nigeria and Tanzania have experienced scrious problems with the main-
tenance of newly constructed and existing feeder roads, while Cameroon's
‘ransport network is still in its carly stages of development.

82



AGRICULTURAL GROWTH AND ASSISTANCE TO AFRICA

Fertilizer Policy

Itis difficult to establish a global correlation between agricultural perfor-
mance and the growth of fertilizer use in the MADIA countrics. This is
not surprising in view of the important role played by macroeconomic and
other sectoral policies (including explicit and implicit taxation of agricul-
ture, the rights to grow export crops. dlld the ability of small and large
farmers to mobilize land and labor).” Kmya which led the MADIA
countries in growth of food and export crop production, was fourth in the
growth of fertilizer use—06.7 percent between 1974 and 1986 (see figures
[0and 11). Nigeria. in contrast, shows the most rapid growth ( 18.0 percent
from 1972 10 1987) but was one of the poorest agricultural performers.
Tanzania and Sencgal. both of which performed poorly in agriculture, also
had the least satisfactory growth in fertilizer use (2.2 percent and .8
pereent, respectively). Malawi and Cameroon were in the middle—both
in performance and in the growth of fertilizer use (11.7 percent and 7.7
percent, respectively).

Among the six countries, Kenya has been least reliant on explicit
subsidies of fertilizers (which were eliminated in 1977), while Tanzania
and Nigeria have relied on them the most. The rate of explicit fertilizer
subsidy in Tanzania and Nigeria was similar (75 percent in the 1970s in
Tanzania, and 85 percent in the 1970s and 1980s in Nigeria). Explicit
subsidies in Senegal (55 percent). Cameroon (54 percent), and Malawi (23
percent) have been relatively moderate.”™ The overvaluation of the ex-
change rate in Nigeria and Tanzania has meant implicit subsidization of
fertilizers and other imported inputs,

Recent reform measures have focused on the removal of fertilizer
subsidies and the privatization of distribution nctworks as a way of
reducing deficits and the role of the public sector. Policy reform efforts
have not, however, addressed the broader and longer-term issues of the
role of fertilizer (1) in agricultural intensification; (2) in the context of low
levels of agricultural productivity: (3) in increasing population pressure,
the scarcity of arable land, and soil degradation: and (4) in increasing
reliance on food imports.

It is important to recognize the extent to which 2 lack of supply of
fertilizer to the smallholder sector—as distinet from demand—has been
responsible for the insufficient growth in fentilizer use observed in many
countries. Despite the overall success of agriculture in Kenya, for exam-
ple. the supply of fertilizer has been hindered by a variety of constraints
including, among other things. the shortage of foreign exchange; a lack of
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FIGURE 10 Trends in Fertilizer Consumption in East Africa,
1972-1987
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credit to importers, distributors, and farmers; and the limits of the private
sector in increasing the supply of fertilizer in areas where rzturns to
fertilizer use are low. Tanzania and Cameroun have faced similar supply
problems. In Malawi, on the other hand, the lack of effective demand fer
fertilizer has been a greater problem than in other couritries because of low
returns to and high risk in fertilizer use by small farmers—although a
number of supply constraints also exist. In Senegal, the collapse of
fertilizer usc in the groundnut basin is largely the result of :he failure of
the supply system, although the demand for fertilizer fluctuates from year
to year because of the risks associated with low and declining rainfall. In
Nigeria, a strong supply push by the government (both through a generous
allocation of foreign exchange and an active role in distribution) led to
impressive growth in fertilizer use in the past. The highly distortionary
effect of large implicit and explicit subsidies made fertilizer application
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FIGURE 11 Trends in Fertilizer Consumption in West Africa,
1970-1987
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highly profitable, despite response coefficients that some sources reported
to be low but that others contested.

In general, fertilizer subsidies are to be regarded as undesirable for a
variety of reasons, including their equity effects and the difficulty of control-
ling their cost. They are ofien ineffective because they address only the price
dimension of fertilizer use and not the supply cornstraints. Nonetheless, it
must be recognized that a combination of supply constraints and benefit-cost
ratios that (because of low response coefficients) do not comgensate for the
risk of fertilizer use even though it is profitable, may restrict the use of
fertilizer among some groups (as observed, for example, in the case of
smallholders growing local maize in Malawi). In these circumstances subsi-
dies are necessary in the short run as a device to encourage fertilizer use until
the other constraints hindering the latter are addressed.

Although evaluating the experience with privatization of fertilizer
distribution may be premature in some of the countries—for example, in
Malawi, where private trading has been planned but has not been
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implemented—the trends in other countries permit a judgment. Though
Kenya, with its history of a dynamic private sector, might be regarded as
the country where privatization would be most successful, its experience
has been mixed. On the one hand, privatization and liberalization have
allowed large agricultural units such as estates and some cooperatives
improved access to fertilizers. On the other hand, small-scale agricultural
producers, especially those in remote arcas, have not benefited because
the private sector has tended to concentrate its attention on the large
producers. Although the private secior can improve the efficiency of input
distribution, it must be recognized that, in general. it cannot alone meet
the needs of all producers. Nor can it be expected to promote or create
demand for inputs where fostering a profitable level of demand will
require a substantial investment of time and resources. In addition, given
the complex agronomic dimensions of soil fertility that need to be ad-
dressed in most African countries, it is unreasonable to expect the private
sector alone 1o attemgpt solutions to problems of soil management and
credit supply for farmers.

Itis important to stress that lack of knowledge about physical FeSpPonses
to fertilizers is one of the most serious problems in formulating effective
long-term policy. Because relatively little donor assistance has been
dirccted toward understanding the determinants of fertilizer use at the
farm level in Africa, policy makers and donors are poorly cquipped to
design and implement policies in support of intensification. Given the
amount of time required to generae reliable data and the confusion caused
by the results of short-term trials fii..nced by donors, a long-term commit-
ment by donors and governmients to produce better information on the
fertilizer sector is urgently needed. This will require developing the
capacity of” African analysts and institutions to undertake this work on a
long-term basis as a routine component of agricultural policy.

Credit Policy

All'six countries have subsidized agricultural interest rates, but in Kenya
and Malawi these have been lower than in Tanzania, Nigeria, or Senegal,
The amount of seasonal and medium-term credit available has been largest
in Kenya, followed by Malawi, Senegal, and Tanzania. In Cameroon.
credit has been tied to the promotion of specific export crops, such as
coffee and cotton, and this has benefited fower farmers than in Kenya or
Malawi. In all the countries. much of the available subsidized credit has
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accrued to the larger farmers. Only in Kenya and 1o a lesser extent in
Malawi havc smallholders benefited significantly from the provision of
institutional credit.

Agricultural Research and Technology

The relative neglect of researcn and technology by both governments and
donors has been onc of the most important iong-term reasons underlying
the poor agricultural performance in Africa. Increased factor produciivity
is important not only because of its welfare implications. but also because
the achievement of food ..ccurity can help release land and labor for
diversification into higher value production for domestic use or for export.

Alfrican political elites have not shown sufficient appreciation of the
fundamental importance of science and technology in modemizing small-
holder agriculture. Furthermore, small farmers’ interests are so poorly
articulated in African countries (although Kenya is an exception) that this
has not been an avenue for excercising influence on rescarch priorities.
Donor cfforts. incuding those of the Consultative Group on International
Agricultural Rescarch, have been largely supply- rather than demand-
driven, and they have not adequately reflected the constraints faced by the
mass of small farmers.”

The growth of maize production in a wide range of ccological condi-
tions in the MADIA couniries provides one of ihe few examples of
technical change in the food crop sector. Not only do traditional varieties
of maize offer higher yields than sorghum or millets, but more fertilizer-
responsive varietics of maize have become available. Despite weak adap-
tive on-farm research, Kenya's hybrid maize program has been quite
successful in developing an improved seed distribution program and in
ensuring its rapid adoption. These successes are reflected in the fact that
up to 60 percent of its smallholder maize acreage is under hybrid or
composite varicties, compared to less than 10 percent in any of the other
countries. Much of this gain was achieved in the 1960s, and little subse-
quent intensification has taken place. Malawi’s hybrid maize research
program faces the question of whether research should focus on flint or
hy. rnd dent maizes. Hybrids are more sensitive to growing conditions and
thus their yiclds are more variable, though higher on average than tradi-
tional varieties. Low current adoption of hybrid varicties primarily re-
flects the inadequate resource base of small farmers and their inability to
bear the ris’. of variable output—but is also duc to a complex of other
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factors including consumer preference for flint maize, its better storage
characteristics, and inadequate access of farmers to credit and cxtension.
In West Africa, improved raaize has dune well in northern Nigeria and in
the high-potential arcas of Camevoon. Little technical change has oc-
cuned, however, in the production of other food crops.

In contrasi, export crop research has been of high quality historically,
but has deteriorated in countries such as Tanzania and Nigeria in the
postindependence era. Despite a substantial increase in rescarch expendi-
tures during the oil boom in Nigeria. the lack of political commitment and
stability has seriously undermined the capabilities of a once impressive
scientific community. In Tar.zania, major adverse factors have included
the breakup of the East African Community on which it had depended for
research, especially in tea and coffee; the sudden withdrawal of the British
Cotton Research Corporation in 1975; and ihe primacy of ideological over
technocratic considerations in the content and conduct of agricultural
policy. Kenya and Malawi, in contrast, have had excellent agricultural
research systems for their major export crops that have been financed
through levies on these crops.

In the francophone countries, commodity research carried out by the
French has continued uninterrupted; however, less training of nationals
has occurred in comparison to what was formerly provided by the British
for export crops in the anglophone countries (and more recent'y by the
Americans for food crops). Although research efforts have yielded some
important innovations—such as dreught-resistant varieties ¢f groundnuts,
promotion of sole cropping, and the increased use of animal traction in
Senegal—they have not addressed the serious problem of soil degrada-
tion. or the special need to integrate cropping, livestock, and tree farming
by smellholders in order to protect the environment.

In contrast to the colonial era, export crop research has been neglected
by governments and donors alike since the early 1970s. Both humanitarian
concerns regarding food sccurity as well as environmental effects of export
crop development have dominated constituency concerns in the Western
community. The Consultative Group on International Agricultural Re-
search, for instance, has provided little support for export crop rescarch.

Although the recent trend among donors to invest in agricultural research
is long overdue, it seems to be overloading recipient capacities to munage
such research effectively (as observed in Tanzania, Malawi, and Kenya) and
to integrate work done by national researchers with that of expatriates (as in
Sencgal). A common defect of these efforts has been excessive cmphasis on
the provision of “brick and mortar™ and expatriate technical assistance, and
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not enough emphasis on establishing long-term human ard institutional
capacity—or even on using the pool of fniman capital that has been devel-
oped-—to address the substance of technological issues,

Institutional Development

Each of the six countries has faced special problems in establishing
effective institutions for smallholder development. The successful cases
of smallholder development in the MADIA countries highlight the role
that stable and flexible institutions for agricultural research, marketing,
credit,and extension play in providing important preconditions for growth.
The development of responsive agricultural institutions in turn depends on
the effective political and technocratic representation of small farmer
interests.”®

The responsiveness of agricultural policy to grassroots institutions has
been greatest it Kenya, where routine mechanisms have been established
to articulate the interests of smallhclders. The role of smallholders in
Kenya's struggle for independence —based as it was on the Africans’
assertion of land rights denied to them during the colonial era—iogether
with significant government support (including the allocation of adminis-
trative and financial resources) has contributed to the development of a
highly decentralized system that aiticulates and responds to producer
interests. In fact, cooperatives represent 50 percent of small farm house-
holds. Kenya has also produced successful and internationally renowned
smallholder organizations such as the Kenya Tea Development Authority.

In the other countries, however, governments have shown an active
pessimism about the efficiency of small farmers and little enthusiasm for
gra’ sroots organizations. The latter have often been viewed as alternative
bases of political power—a perception that has caused much institutional
instability despite the existence of stable political regimes. Tanzania’s
socialist policies, for example, extolled the rhetoric of participation, but
were associated in practice with a high degree of centralization—as re-
flected in top-down directives for moving the rural population into
“Ujamaa™ villages and in the abolition of cooperatives, which were, at least
in part, seen as a threat to the party’s political dominance, Despite the fall
i1 the share of estates in the production of tea and coffee from 1965 to 1984,
the political representation of smallholder interests did not improve.

In Malawi, the productive base has been oligarchic and has virtuatly
stunted smallholder development. Smallhoider participation consequently
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has been bypassed and cooperatives have not been permitted. With the
demise of estate-led growth in the late 1970s. the onset of structura!
adjustment, and the growing power of the technocracy, greater attention
has been forused on broad-based participation.

{n much of West Africa, smallholder participation has suffered from
weuk organization and strong ethnic cleavages. In Nigeria, where the
production of individual crops can be closely identified with specific
regional groups, cthnic factors—coupled with organizaticnal problems
such as inadequate resources and geopraphic dispersiocn—have made
irnpossible the formation of producer organizations that cut across ethnic
barriers. In Cameroon, the government has pursued a top-down, “verti-
cally integrated™ approach to smallholder farming. Yet the successful
experience with cotton production in the north illustrates how even a
top-down approach can confer substantial benefits to the smallholder
sector if price and nonprice factors are favorable.

Technocrats have played a more active role in Kenya, Malawi, and
Cameroon than in Nigeriz, Tanzania, or Senegal. In Tanzania and Nigeria,
technocrais have been largely subordinated to ideological and military
interests. The diiferent roles of the technocracy in the management of the
oil boom in Nigeria and Cameroon explain, in part, the differences in their
agricultural performance. Despite large public expenditures on agriculture,
the military leadership in Nigeria relegated agricultural policy to a second-
ary role in the 1970s, which led 19 a weakening of the Nigerian technocracy
at the state, district, and local governiment levels, placing a serious limita-
tion on the national capacity to generate responsive smallholder develop-
ment programs and policies. The technocracy in Cameroon, on the other
hand, showed greaier effectiveness in combining the benefits of the oil
boom with the need to maintain a strong agricultural base.

The fragmentation of responsibility for policy planning has been a
major preblem in several MADIA countries. Ministries of agriculture in
Kenya and Malawi have had relatively strong, clear roles in policy
making, cven though their capacity to implement programs has been
rather weak.”” In Tanzania, the party and the prime minister’s office have
had far greater policy influence in agriculture than the Ministry of Agri-
culwre or other technical ministries since the decentralization of govern-
ment in the 1970s. In Nigeria, Cameroon, and Senegal, on the other hand,
the locus of policy respensibility has been widely dispersed among
numerous parastatal agencies and autonomous project units—instead of
being concentrated in government departments and ministries of
agriculture.
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Conclusion

This study has demonstrated the complexity of agricultural development
in Africa, the number of variables that impinge on the outcomes, and in
particular. the extent of variability in national endowments as well as in
policy responses and outcomes.

In terms of initial conditions, Kenya and Nigeria were the best en-
dowed, followed by Camicroon ar § Tanzania. Senegal and Malawi inher-
ited by far the least favorable initial conditions. Nigeria and Cameroon
had favorable external shocks, primarily because of the dominance of oil.
In Scnegal, while changes in external terms of trade were favorable,
primarily because of the role of phosphates, other external shocks relating
to ¢ griculture turned out to be unfavorable (i.e.. the terms of trade for
grouvnanuts and the climate).

Ir. this respect, the fortunes of the more agriculturally based economics
in the East were less favorable than in the West. Terms-of-trade losses
were the greatest for Kenya, although both Malawi and Tanzania also
suffered major losses.

Among the MADIA countries, only Kenya made the most of its initial
conditions and pursued a combiuation of macroeconomic and sectorl
policies that achieved rapid agricultural growth while also promoting
equity.

Malawi’s growth recird was good in the 1970s, primarily reflecting its
good macroeconomic policies, but land and price policies swamped the
effects of other favorable policics in smallholder agriculture.
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Nigeria's adverse policies and “luck™ in terms of internal shocks to the
system meant that it did not make good use of the resources at its disposal
for laying the foundations of long-term growth, although much physical
infrastructure was developed and social indic7tors improved. Political
problems have been enormous in Nigeria, and the nature of its policy
responses were in many ways symptomatic of its political and institutional
problems.

Cameroon followed more moderate policies than Nigeria, albeit with
highly variable performance, as between cotton and other subsectors of
the agricultural cconomy.

Tanzaniz and Senegal performed least well. Whereas adverse policies
played a part in both countries, Tanzania had more favorable resource
endowments than Senegal, which underlines the role of policies in ex-
plaining performance. In Tanzania’s case, genuine strides were made on
the equity front, but they could not be sustained because tog little attention
was paid to agriculturally led growth.

While favorable price incent’ves based on appropriate macroeconomic
and sectoral policies played a key role in explaining performance, the
quality of natural resources and of technological, institutional, political,
human, and physical investments critically determined the ability of small
farmers to mobilize land and labor, the two most important factors ex-
plaining growth. There was relatively little technical change in the agri-
cultural sectors of MADIA countries.

Important physicai and human capital foundations wers laid in all
countries. but the record of both successes and failures in MADIA coun-
tries highlights the amount of time nceded for learning-by-doing, the
underlying importance of exploiting initial conditions, and the difficulty
in creating a new market niche through diversification. Ironically, the
countries that moved to diversify their economies least rapidly did the
best.

The growing p¢ ulation pressure on limited land resources in Kenya,
Malawi, and Senegal confronts these countries with exceptionally diffi-
cult problems. Now that Kenya has developed a sound smallholder agri-
cultural base, productivity ‘ncreases will be crucial for growth. In Malawi
and Senegal, smallholder agriculture faces far more complex problems,
partly because of the policies pursued in the 1970s. Tanzania and Camer-
oon, and to a lesser extent Nigeria, have better prospects, if only because
of their favorable resource endowmeilts.

Donor assistance has played a relatively small role in the growth that
occurred in MADIA countries. Large amounts of aid have been allocated
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with the best of intentions, but to types of activities that have had liule
effect on growth, Nonetheless, there are some outstanding examples of the
catalytic role that well-conceived donor assistance can play. They include
smallholder tea and coffee development in Kenya, cotton in Cameroon,
and maize and small-scale irrigation in northern Nigeria and elsewhere.
The success with which donors have contributed to the growth process
seems fundamentally to depend on the extent to which they understand the
myriad of microlevel constraints on growth prospects in individual pro-
jects and subsectors. Not surprisingly, therefore, those donors with prior
colonial connections with Africa have had a relatively greater share of the
successes achieved than others. The importance of the “colonial” donors
has been declining in Africa, however, and their ability to create sustain-
able indigenous systems has been limited. This decline in external exper-
tise and knowledge about Africa is especially worrying in relation to the
amount of external financial resources being devoted 1o alleviating the
continent’s crises. Equally concerning is the fact that with the major
exception of the U.S. record in Africa (as in Asia), and the singular
contribution of the Nordic Cooperative Project in strengthening the man-
agerial capabilities of the Kenyan cooperatives, “new” donors have
tended te underemphasize e importance of human and institutional
capacity, while overestimating the utility of aid in the form of physical
plant and expatriate technical assistance.

Itis important to stress that our findings reflect the donor studies carried
out for the wider MADIA program. The official studies contributed by
donors themselves emphasize the extent to which the eftectiveness of
external assistance has been undermined by the donors” limited abilities
to tailor their assistance to important aspects of the local conditions under
which their programs operate, as well as their limited ability to iake
adequate account of the impact of microlevel constraints. Donors also
note the tendency to respond to such problems by falling back on techno-
logical and orgarizational solutions arising from their own particular
backgrounds and expectations, which may have relatively little connec-
tion in practice with recipients’ needs or organizational and manpower
capabilities. Time and again, studics by MADIA's collaborating donors
stress the problems associated with lack of country-specific knowledge,
including historical and situation-specific constraints. They also empha-
size that if the current focus of reform programs on the removal of price
distortions is to be appropriately complemented by institutional and other
nonprice changes needed to give the pricing reforms a chance to work,
there is pressing need for a greater institutional memory in the donor
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community and a better understanding of the sociopolitical and technolog-
icai factors operating in recipient countries. There must also be greater
emphasis on the longer-term “superstructural constraints™ that persist
even while structural adjustment loan-type programs are being com-
pleted: these are constraints that only Africans themselves can remove
through increased political will and improved human and institutional
capital.

The MADIA study further stresses the imperfect understanding of the
real sources and causes of growth and the methods used to promote
them—which means that donors and governments do not always agree on
means, or even on specific ends. An objective diagnosis of a particular
development problem (or definition of a particular policy goal) can only
be built up through data-based analysis in which donors and recipients
need to share. This should enable donors and recipients to reach a consen-
sus about the steps needed 1o solve the problem or achieve the goal. A
second broad consensus then needs to be built within the recipient country
(based on the involvement of individual recipient country policy makers
in the previous two stages) so that there is a sustained, indigenous com-
mitment to the reform process.

Finally. if the MADIA study has one observation to offer in addition to
that of the need for greater depth in framing and implementing agricultural
development strategies. it is the extent to which the swinging pendulum
of donor concerns—from a preoccupation with equity in the 1970s, to
emphasis on efficiency in the 1980s—has tended 1o divert atteniien from
more basic, long-run problems. The emphasis on “quick™ poverty allevi-
ation during the 1970s gave priority to helping low-income regions and
populations and to raising food crop production. The present tendency 1o
emphasize equally “quick™ solutions based on correction of price incen-
tives and markets can lead to inadequate attention being paid to an
appropriate balance between food and export crop development, between
growth and cquity objectives (regionally and nationally), between short-
terra macropolicy adjustments and long-term capacity building. and be-
tween physical and human capital development.

The proviems associated with framing and maintaining agricultural
development strategies based on specificity and balance are very real. If
such strategices are to become successfully institutionalized. fundamental
changes in approach will be needed. This entails a new focus—by donors
and recipients alike—on a more comprehensive, data-based. systematic,
and comparative understanding of specific development issues and con-
straints on a contitmons basis, perhaps using much broader-based pro-
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grams of analysis of the kind attempted in the MADIA study. As a part of
the aid coordination process, donors need to specialize and concentrate
their resources on their respective comparative advantages, while the
process of knowledge acquisition and utilization by African governments
themselves must be supported in order to improve their ability to address
their own development needs successtully. This process should include
establishing and fostering centers of excellence on African issues in both
African and donor countries.
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NOTES

I. MADIA is a World Bank research project. The African countries
covered by the study are Kenya, Malawi, and Tanzania in East Africa,
and Cameroon, Nigeria, and Senegal in West Africa. The collaborat-
ing donors are USAID, UKODA, DANIDA, SIDA, the EEC, and the
French and Gerinan governments. After developing generic terms of
reference, the scope of each donor study was tailored to the respective
donors’ activities. Nationals from donor countries with knowledge of
Africa and aid processes were selected to carry out analyses of denor
policies and programs. Bank staff and consultants, including African
nationals, participated in the study of recipient country policies and
performance, and political scientists prepared studies on the politics
of agricultural policy. Donors and governments participated actively
in the study by giving access to valuable material and commenting
extensively on the output. A major conference of senior policy makers
from donor and recipient countries, designed to explore the implica-
tions of the study’s findings for government and donor policies, is
scheduled for March 1989. The final output of the study, comprising
asubstantizl number of country-oriented and cross-country books and
monographs, is currently being prepared and will be reviewed at the
conference.

2. For example, the three East African countries are all ex-British colo-
nies or protectorates and have inherited a similar dualistic structure of
relatively few large European farms and many small African farms;

ey
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all three grow many of the same crops. Cameroon and Nigeria, which
have similar ecological zones and grow many of the same crops,
benefited from the oil bonanza in the 1970s, although the magnitude
and timing of their gains differed and had very different effects on
their economices and agricultural sectors. Senegal's dependence on
low and uncertain rainfall and its limited production possibilitics
provide an opportunity for examining agricultural growth prospects
in circumstances of poor resource endowments.

. Regional resource endowments determine income possibilitics, with

tea, coffee, and cocoa generally providing the highest income per
hectare at international prices, followed by tobacco, cotton, sugar, and
groundnuts. Rice has tended to generate high incomes for a few, while
sorghum and millet areas tend to be the lowest income providers.
Although government concerns about regional income distribution
have influenced price and expenditure policies affecting agricultural
growth, patterns have varied greatly between countries.

. Land pressure can be a positive factor to the extent that it facilitates

intensification, but a negative one insofar as it reduces the bush fallow
system. increases deforestation, and affects soil fertility.

. See Yaw Ansu, “*Macroeconomic Shocks, Policies, and Performance:

A Comparative Study of Kenya, Malawi, and Tanzania, 1967-1984.”
MADIA Working Paper (Washington, D.C.: World Bank, July 1986)
and Picrre Scka, “Macroeconomic Shocks, Policies, and Perfor-
mances: The Case of Three West African Countries—Cameroon,
Nigeria, and Senegal,” MADIA Working Paper (Washington, D.C.:
World Bank, forthcoming).

- Itis important to stress that average yields have not grown, although

some location- and crop-specific increases have occurred. The de-
crease in fallow and accompanying soil degradation due to rising
population pressure, the movement of populations into marginal
areas, and the low production responses to increases in fertilizer use
havz all contributed to the stagnation in average yields.

- On agricultural exports, economic diversification, and how they af-

fected lending patterns, see Uma Lele and L. Richard Meyers,
“Growth and Structural Change in East Africa: Domestic Policies,
Agricultural Performance, and World Bank Assistance, 1963-1986,
Parts [ and I1,” World Bank DRD Discussion Paper, Nos. 273 and 274
(Washington, D.C.: World Bank, 1987); Uma Lele and L. Richard
Meyers, “Agricultural Development and Foreign Assistance: A Re-
view of the World Bank’'s Experience in Kenya, 1963-1986,”
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MADIA Working Paper (Washington, D.C.: World Bank, December
1986); U. Lele, A. T. Oyejide, B. Bumb, and V. Bindlish, “Nigeria's
Economic Development, Agriculture’s Role and World Bank Assis-
tance, 1961-1986: Lessons for the Future,” MADIA Working Paper
(Washington, D.C.: World Bank. forthcoming). On the way export
pessimism affected donors™ policy advice to governments, see also
Uma Lele. Mathurin Gbetibouo, and Nick Van de Walle, “Agricul-
tural Development in Cameroon: A Review of the World Bank's
Experience, 1967-1986," MADIA Working Paper (Washington,
D.C.: World Bank, forthcoming).

. For agricultural development strategies in cach of the MADIA coun-

tries and the World Bank's role. see Lele et al., “Nigeria's Economic
Development™ Lele and Meyers, “Agricultural Development and
Foreign Assistance™ Lele. Gbetibouo, and Van de Walle, *Agricul-
tural Development in Cameroon™ and J. Kydd and N. Spooner, *The
World Bank s Analysis of Malawian Agriculture: Changing Perspec-
tives, 1966 1o 1985, MADIA Working Paper (Washington, D.C.:
World Bank, Scbruary 1987,

The Assault on World Poverty: Problems of Rural Development,
Education and Health (Washington, D.C.: Johns Hopkins University
Press for The World Bank, 1975).

Bruce Johnston, Allan Hoben. and William K. Jaegar, A Review and
Assessment of U.S. Activities to Promote Agricultural and Rural
Development in Sub-Saharan Africa,” in Uma Lele, ed., Aid to Afri-
can Agriculture: Lessons from Two Decades of Donor Experience
(Washington, D.C.: World Bank. forthcoming); see also Johnston et
al.."An Assessment of Aid Activities to Promote Agricultural Devel-
opment in Sub-Saharan Africa,” MADIA Working Paper (Washing-
ton, D.C.: World Bank. February 1987). Sce John Howell, *Byitish
Aid to Agriculture in Malawi, Tanzania. and Kenya,™ in Uma Lele.
ed.. Aid 10 African Agriculture (Washington, B.C.: World Bank.
forthcoming).

. Nigeria, which benefited from the oil bonanza, did not experience any

increase in official development assistance (ODA). Its substantial oil
windfall was spent no more efficiently than the extra ODA flowing to
other African countries. although Nigerian expenditures did differ
from those that donors supported in other MADIA countries. See Lele
ctal., “Nigeria's Economic Development.™ Nevertheless, the World
Bank assistance that was dominant in Nigeria focused explicitly on
increased food production,
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12. See postscript to Uma Lele, The Design of Rural Development:
Lessons from Africa (Baltimore: Johns Hopkins University Press, 1975).

13. Lele and Meyers, “Growth and Structural Change.”

14. See Maria Cancian, “Aid Allocation to Cameroon, Kenya, Malawi,
Nigeria, Sencgal, and Tanzania: A Review of the OECD Databases,”
MADIA Working Paper (Washington, D.C.: World Bank, October

1987). Data were derived from Geographical Distributior of Finan-
cial Flows to Developing Countries. According to page 281 oi this
document, official development assistance (ODA) is defined as
“tlows to developing countries . . . provided by official agencies for
development purposcs with a grant element of at leust 25 percent.”

15. Total receipts net (TRN) includes ODA as well as cther official
nonconcessional, bilateral, multilateral, and trade related transactions,
including export credits and other changes in bilateral long-term
assets of the private nonmonetary and monetary sector, private direct
investment, portfolio investment, and loans by private banks, as
defined in Geographical Distribution, 282,

16. Johnston et al., A Review and Assessment.”

17. Danish TRN to Kenya and Tanzania was 99 percent and 97 percent
ODA respectively; Swedish TRN to these countries was 94 percent
and 96 percent ODA respectively. German TRN to the MADIA
countries (with the exception of Nigeria) was 72 percent and 93
percent ODA respectively, while U.S. TRN to MADIA countries was
62 percent and 98 percent ODA respectively.

18. See Ellen Hanak and Michael Loft, *Danish Development Assistance
to Tanzania and Kenya (1962-1985): Its Importance to Agricultural
Development,” and Marian Radetzki, “Swedish Aid to Kenya and
Tanzania: Its Impact on Rural Development,” in Uma Lele, ed., Aid
to African Agriculture, (Washington, D.C.: World Bank, forth-
coming).

19. Howell, “British Aid.”

20. Ibid.

21. Radetzki, “Swedish Aid.”

22, Claude Freud, “French Economic Cooperation with Sencgal and
Cameroon; Rural Development from Independence to the Present,” in
Aid to African Agriculture.

23. We have shown elsewhere that nearly 40 percent of the contributions
to Nigeria’s Agricultural Development Projects (ADP) strategy has
come from the World Bank. As the budget crunch increased, the Bank
may have been influential in protecting expenditures on the small-
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holder sector relative to other expenditure cuts in, for example, irriga-
tion investment. See Lele etal., “Nigeria’s Economic Development.”
Radetzki, "“Swedish Aid.”

Cancian, “A Review of the OECD Database.”

Michael Lipton, “Limits of Price Policy for Agriculture: Which Way
for the World?” Development Policy Review 5 (1987): 197-215.
Freud, “French Economic Cooperation.”

See Annual Mceting Speech of Barber Conable, President of the
World Bank, to the Board of Governors (Washington, D.C.: World
Bank, September 1987) and “Poverty and Hunger™ (Washington,
D.C.: World Bank, 1986).

. Lipton, “Limits of Price Policy.”
. Lele and Meyers, “Agricultural Development and Foreign Assis-

tance.”

. It should be noted, however, that Kenya's gains in the smallholder

sector were slow and steady, arising from growth in smallholder
production over a long period beginning in the late 1950s and the carly
[960s, whereas Malawi's estate-led export crop growth showed a
rapid burst during the 1970s and peaked at the end of the 1970s and
carly 1980s (a point we shall take up later when discussing structural
adjustment). Malawi’s superior performance has tended 1o be attrib-
uted to favorable macroeconomic policies and outward orientation.
This observation is only partially true as it applies to the estate sector.
Sce Bela Balassa. “Policy Responses to External Shocks in Sub-
Saharan African Countries. 1973-76," World Bank Reprint Series No.
270 (Washington, D.C.: World Bank, 1987).

. Uma Lele and Mohan Agarwal, **Smallholder and Large-Scale Agri-

culture: Are There Tradeofts in Growth and Equity?” MADIA Work-
ing Paper (Washington, D.C.: World Bank, 1989).

. Nigerian focd crop production data are by far the most inconsistent

among MADIA countries, ard subjective judgment is needed to
arrive at conclusions.

. See E. Boserup, The Conditions of Agricultural Growth (New York:

Aldine Publishing, 1965). See also Prabhu Pingali, Yves Bigot, and
Hans P. Binswanger, Agricultural Mechanization and the Evolution
of Farming Systems in Sub-Saharan Africa (Baltimore: Johns Hop-
kins University Press for the World Bank, 1987).

Uma Lele and Steven Stone, “Population Pressure and Agricultural
Intensification: Variations on the Boserup Hypothesis,” MADIA
Working Paper (Washington, D.C.: World Bank, 1989).
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The high degree of micro variability in soils and ra‘nfall, however,
makes a global evaluation difficult, and little systematic analysis of
soils, rainfall, and technological possibilities exist on a comparable
basis, with the notable exception of a recent FAO study. See G. M.
Higgins et al., "Potential Population Supporting Capacities in Devel-
oping Countries™ (Rome: FAOQ/IIASA, 1983). Kenya has a greater
range in the quality of land (high and low potential and rainfall levels
and patterns) whereas a relatively greater proportion of the land in
Tanzania and Malawi is of medium potential. Malawi only has a
unimodal rainfall compared to the bimodal rainfall regimes in Kenya
and Tanzania, a combination of land quality and rainfall regime
means that production possibilities are more limited in Malawi than
in Kenya and Tanzania.

In Senegal’s groundnut basin, the inferior soil texture, lower rainfall,
and greater overall rainfall variability have limited the production
possibilities of groundrats and sorghum/millet.

. Itis hard 1o make conrparisons in land quatity between countries in

East and West Africa. For example, whereas the FAO study, shows
greater carrying capacity in Nigeria than Kenya (defined by
agroclimatic potential), what limited data on fertilizer responscs exist
for various ccological zones in Nigeria suggest much lower response
cocflicients for maize, sorghum, and millet than in arcas of compara-
ble rainfall in Kenya. Atan aggregate level, average maize yields are
also lower in Nigeria than in Kenya, but this is because much of
Kenya's maize production is in areas of relatively high potential not
found in Nigeria. See Uma Lele, Robert Christiansen, and Kundhavi
Kadiresan, "Issues in Fertilizer Policy in Africa: Lessons from Devel-
opment Policy and Adjustment Lending Experience, 1970-87."
MADIA Working Paper (Washington, D.C.: World Bank. 1989),
Some agronomic studies conclude, as we do, that on the whole, the
East African semi-arid tropical soils may be superior 1o those in West
Africa. See Peter J. Matlon, “The West African Semi-arid Tropics.”
in John Mellor, Christopher Delgado., and Malcom Blackie, eds.,
Accelerating Food Production in Sub-Saharan Africa (Baltimore:
Johns Hopkins University Press for IFPRI, 1987).

Freud, “French Economic Cooperation.™

[t should be noted that this section refers only 1o items that are in a
broad sense formally measurable. It does not include natural or man-
made disasters, such as droughts or wars that have substantial, but
esseniially unquantifiable, “shock™ effects.



41.

44,
45,

46.

47.
48.

49,
50.
- Toanextent, the EEC's STABEX assistance, intended to compensate

51

N
(88

N
781

AGRICULTURAL GROWTH AND ASSISTANCE TO AFRICA

Sce Ansu, “Macroeconomic Shocks.”™ See also Scka, “Macroeco-
nomic Shocks.”

. Some commentators consider a number of the items listed here to

have been consequences of voluntary policy decisions, and thus not
“shocks™ in the strict sense. See Ansu, “*Macroeconomic Shocks.”

- Uma Lele, “Structural Adjustment, Agricultural Development, and

the Poor: Some Lessons from the Malawian Experience.” MADIA
Working Paper (Washington, D.C.: World Bank, 1989).

Lele etal., *Nigeria's Economic Development.”

See Uma Lele. “Tanzania: Phoenix or Iearus?” in Amold Harberger,
ed.. World Economic Growth (San Francisco: Institute for Contempo-
rary Studies. 1984) and Paul Collier, “Aid and Economic Perfor-
mance in Tanzania,” in Uma Lele and ljaz Nabi, eds.. Aid and
Development: The Transition from Agriculture to Industrialization,
and from Concessional to Commercial Capital Flows (Washington,
D.C.: World Bank, forthcoming).

Lele et al., “Nigeria's Economic Development,” and Christine Jones.
“A Review of World Bank Agricultural Assistance to Six African
Countries.” MADIA Working Paper (Washington, D.C.: World
Bank, May 1985).

Ansu, “*Macroeconomic Shocks.™

The nominal wage rate in agriculture in Nigeria's Kaduma State
increased from N 1.75 in 1976 to N 7.0 i 1986.

Lele etal., “Nigeria’s Economic Development.”

Freud, “Policies of Rurai Development.”

producers for this loss, did contribute to stabilizing their revenues
(largely by canceling debts on input supply). Because of the fungibil-
ity of transferred funds, however, STABEX appears to have sup-
ported the expansion of other activities as well.

- While the maize producer price was fixed by the government and

increased at about 10 percent annually in local currency terms to make
up for the low maize prices in the early 1970s, it was subsequently
adjusted so that it remained by and large in tune with international
prices.

- In West Africa. rice prices were influenced by a combination of trade

policy and internal price controls.

. See Leleetal., “Nigeria s Economic Development™; Lele, Gbetibouo,

and Van de Walle, “Agricultural Development in Cameroon™; and
Sidi Jammeh, Mathurin Gbetibuo. Riall Nolan, and Uma Lele,
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“Agricultural Development in Sencgal: Domestic Policies and the
World Bank’s Role, 1963-88,” MADIA Working Paper (Washing-
ton, D.C.: World Bank. forthcoming). See also Lele and Meyers,
*Agricultural Development and Foreign Assistance,” and “Growth
and Structural Change.”

Lele and Mcyers, “Growth and Structural Change.”

Ibid.

Lele et al., “Nigeria’s Economic Development.”

For example. the MADIA country study on Kenya (sce Lele and
Meyers, “*Agricultural Development and Foreign Assistance™) shows
that Kenya's agricultural sector generally performed well in the
1970s, bu. that the World Bank 's agricultural portfolio did poorly (see
Lele and Meyers, “Growth and Structural Ch~-.a¢™) becav se its assis-
tance went largely te projects for agriculturs! ceedit, sugar, develop-
ment of semi-arid areas, etc., which had relatively Icw (or even
negative) rates of returi. In Tnzania, virtually all MADIA donors’
projects performed relatively poorly. Production did no. match up to
the agroprocessing capacity established, and overcornmitment of
government cxpenditures in the economy as a whole unidermined the
effectiveness of area projects. In Nigeria, however, the Bank played
an important role in providing assistance that improved the quality of
expenditures both between agriculture and the rest of the cconomy,
and within agriculture {by focusing its resources on smaltholder-re-
lated agriculture). See Lele et al., “Nigeria’s Economic Develop-
ment,” Lele and Meyers, “Agricuitural Development and Foreign
Assistance,” and “Growth and Structural Change.” Sce also Lele,
“Pricc and Non-Price Aspects of Sources of Growth in East African
Agriculture: Some Lessons for Government and Donors,” World
Bank Economic Review 3 (Januvary 1989): 11944,

The processing units for smaltholder tea and coffee funded by the
World Bank and CDC in Kenya also improved crop collection and
greatly encouraged production of both these crops.

Members of KTDA recently won a lawsuit againsi the Authority for
having iliegally retained funds from the proceeds of tea payments for
construction of an office building in Nairobi. KTDA was obliged to
pay back the sum with accumulated interect.

This is despite the fact that the bulk of Cameroon’s cotton gets
classified as higher quality (strict middling 1” Y6 to 1’ ¥32 Memphis)
compared to Nigeria's strict low middling (medium staple) from 1 to
I’ Va2 Texas. The differences in Memphis and Texas cotton were
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estimated to be some $125 dollars per ton of lint. Moreover the
ginniny outturn in Cameroon had reached 39.5 percent in 1986 com-
pared to an estimated 33 percent in Nigeria, leading to a difference of
$250 per ton of lint. See Uma Lele, Nicolas Van de Walle, and
Mathurin Gbetibouo, “Cotton in Africa: An Analysis of Differences
in Performance,” MADIA Working Paper (Washington, D.C.: World
Bank, 1989).

. Tanzania’s cooperative sector did, however, have an impressive re-

cord of cotton development in the 1980s. See Lele, The Design of
Rural Development.

. Lele and Meyers, "*Agricultural Development and Foreign Assistance.”
- Meanwhile, concern that falling tea prices would mainly benefit

developed world consurmers rather than developing country producers
has been substantially offset by the fact that much of the growth in
consumption has taken place in developing rather than developed
countries. This may also turn out to apply to coffee and cocoa as the
future demand for them grows in developing countries.

Uma Lele, “Comparative Advantage and Structural Transformation:
A Review of Africa’s Economic Development Experience” (Paper
presented at the Symposium on “Current Staie of Development Eco-
nomics: Progress and Perspective,” Yale University, 11 April 1986).
Sidi Jammeh and Chandra Ranade, “*Agricultural Pricing and Market-
ing in Senegal,” MADIA Working Paper (Washington, D.C.: World
Bank, January 1986).

Small predicers have also pursued increased produ-tion of horticul-
tural crops for domestic urban markets and exports, while sugar and
irrigated or mechanized rice have played an important role, particu-
larly in West Africa.

Tanzania Agriculture Sector Report (Washington, D.C.: World Bank,
August 1983).

Lele and Meyers, “Growth and Structural Chaage.”

The Nigerian Agricultural Development Proje-ts (ADPs), funded by
the World Bank, provide an important, positive example of a
significant effort to introduce low cost tubewell and surface irrigation
which have the poteritial to transform agricultural prospects in that
country. Even in these projects, however, emphasis on improving
indigenous capacity for policy planning, implementation, manage-
ment, and operations of irrigation development, including, in particu-
lar, implication for long-term soil and resource management, have
been few. See Lele et al., “Nigeria's Economic Development.”
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See Uma Lele, “Sources of Growth in Zast African Agricalture,” The
World Bank Economic Review 3 (January 1989): 119-14,

See Uma Lele and Sieven Stone, “Population Pressure, the Environ-
ment, and Agricultural Intensification in Sub-Saharan African.”

See Uma Lele, Robert Christiansen, and Kundhavi Kadiresan, “Issues
in Fertilizer Policy in Africa: Lessons from Development Programs
and Adjustment Lending, 1970~87," MADIA Working Paper (Wash-
ington,D.C.: World Bank, 1989).

These rates of suusidies represent averages—for Senegal. they rcpre-
sent the mean for 1970-1982; for Cameroon, the mean for 1977
1982 for Malawi, the mean for 1983-1987. See Lele, Christiansen,
and Kadiresan, “Issues in Fertilizer Policy.”

- See Uma Lele, William Kinsey. and Antonia Obeya, “Building Agri-

cultural Rescarch Capacity in Africa: Policy Lessons from MADIA
Countries,” MADIA Working Paper (Washington, D.C.: World
Bank. 1949).

See Uma Lele and Ellen Hanak, eds., The Politics of Agricultural
Policy in Africa (Washington, D.C.: World Bank, forthcoming).

In Malawi, the increasing institutionalization of the power of the state
as president Bandz has aged, together with the growing importance of
the technocracy in the 1980s (in part due to pressure from the World
Bank), has strengthened the planning and implementation capabilities
of the Ministry of Agriculture.
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