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PREFACE

The Agricultural Policy Analysis Project (APAP) has strived to develop practical tools
for the analysis of policies affecting the agricultural sector. For this reason, policy inventories
were pioneered under the fIrst phase of the project, in the fonn ot the agricultural policy
inventory. As the topical interests of USAID broadened to include more of a focus on
sustainable agriculture and natural resources, in its second phase (APAP IT), the project modified
the inventory to suit these new needs. Agribusiness and policy refonn have also become abiding
interests of the Agency. Thus the agribusiness policy inventory was developed, which supports
both the refonn process and project development with systematic analysis.

The three types of inventory have common elements and use similar methods. The
substantive focus of each, however, is sufficiently different that the details of the methods differ
more than in the name of the inventory. For example, because agribusiness spans agriculture
and business, and commerce and industry, different sets of policies affect it. The recommended
policy matrix has been restructured to present the full range of policies. At the same time, the
relevant virtues of the previous inventory methods have been preserved.

The use of an inventory is consistent with the guidance given by the Bureau for Africa
in its Strategic Framework for promoting agribusiness (USAID 1991). In this document, the
Bureau states that in promoting agribusiness, "four of the most important functions A.I.D. can
perform are: 1) conduct analysis, 2) support policy and regulatory reform, 3) provide technical
assistance . . . to increase analytical . . . capacity in the short term, and 4) provide training .
. . to increase analytical ... capacity in the medium and long term. It also states that "initially,
the Mission should conduct a macroeconomic analysis that indicates: 1) to what extent
constraints in the agricultural sector are impeding general economic development in the country,
2) what QP1lOrtunities are available to promote sustainable economic growth through an
emphasis on agricultural sector activities, and 3) what aspects of the political economy are
relevant. " The inventory method is also consistent with guidance given in the action
memorandum from the 1992 conference on agricultural marketing and agribusiness of the Bureau
(Herlehy, 1992). It says that the Bureau "should continue to provide substantial support for
agricultur.u policy refonn and expand its efforts to include regulatory and administrative
reform." Missions "should continue to emphasize host country ownership in the design of
agricultural reforms and agribusiness programs. II

APAP n is coming to a close at this time. Missions will be able to call on the services
of APAP ill, however, through buy-ins and/or in coordination with other mission projects.
APAP ill is scheduled to begin on October 1, 1993.



EXECUTIVE SUMMARY

Agribusiness and policy refonn are two major current thrusts for USAID. It is important
to understand the policies both promoting and hindering agribusiness before either carrying out
an agribusiness project or undertaking policy refonn. An agribusiness policy inventory is a tool
developed under APAP II as an aid to policymakers and project and program developers. It can
be an important rrrst step in organizing and understanding complex infonnation about economic
and agricultural policies and their impact on agribusiness development. This report describes
the agribusiness policy inventory method, provides supporting conceptual and empirical matl~rial,

aDd discusses implementation and presentation issues. (That is, this document is not an example
of an agribusiness policy inventory.)

The central features of an agribusiness policy inventory are an enumeration and analysis
of policies that affect the agribusiness sector. The institutions responsible for these policies are
specified. To place the policies in context, the inventory includes a description of the general
economic setting and, where possible, an overview of the perfonnance of agribusiness finns.
An inventory includes a preliminary assessment of policy impacts and may also include
recommended policy alternatives.

vii



1. INTRODUCTION

As most countries develop, the agricultural sector appears to d~line as a share of GDP.
This is partly a constquence of faster productivity growth in other sectors, and partly a
consequence of how "agriculture" is defmed. If one used a broader defmition of agriculture,
what one might call "the food and fiber system" or "agribusiness," one would generally fmd
increases in this share. The share of agribusiness in GDP is difficult to measure, however,
because of the way statistics have traditionally been collected. I

One useful defmition of agribusiness is the following:

The agribusiness [commodity] system is composed of operators, supporters, and
coordinators. The operating organizations are the farmers, transporters, ware­
housers, processors and distributors whu handle the physical commodity as it
flows from the fann to the marketplace. The supporting institutions are the farm
suppliers, financial entities, and research centers that contribute to the system's
operators. The coordinators are governments, contractors, futures markets, and
industrial associations that integrate the various stages of the food-and-fiber
system.2

One of the key implications of this defmition is that to understand what is going on in
an agribusiness commodity system, one has to appreciate the roles operators, supporters, and
coordinators play and how they interact. The framework can be espr-eially useful to policy
makers by highlighting all the activities that have to take place in a timely and systematic manner
to produce, transfonn, and deliver the products consumers want at a price they are willing to
pay.

Agribu3iness may have an especially important role to play in development because its
growth may lead to the decentralization of jobs and other income-generating opportunities to
rural areas. There may be many opportunities for small businesspersons to start agribusinesses
because the required investment may be small (e.g., in a fertilizer dealership, small-scale grain
mill, or food preparation). Agribusiness also generally has significant backward and forward
multipliers; this is especially true of linkages to rural areas and the poor, because agribusinesses
require agricultural products produced in rural areas by farmers, many of whom are poor.

·See OuCdmogo et aI. (1993).

2Austin (1981), pp. 4-5. The term "food and fiber system" probably arose because agribusiness cuts across the
normal categories that are used to describe parts of the economy. "Sectors" normally include agriculture, industry,
and services; agribusiness has elements in each of these sectors, so agribusiness ~s not properly refened to as a
sector. "Industry" is a term referring to the horizontal organization of like firms; nagro-industries" are a subset of
both industries and agribusiness. A "subsector" is a vertical grouping of all the firms that produce or handle a
particular commodity; agribusiness firms are part of any agricultural commodity subsector.



USAID is involved in a wide range of activities related to agribusiness. Besides agribusi­
ness projects per se, these activities include policy refonn, commodity production andlor
marketing projects, privatization, development of analytical capability, investment promotion,
development of capital markets, commodity imports, infrastructure construction and mainte­
nance, and training.

Agribusiness and policy refonn are two major current thrusts for USAID. It is important
to understand the policies both promoting and hindering agribusiness before either carrying out
an agribusiness project or undertaking policy reform. Willie general development efforts (like
infrastructure and education projects) have helped agribusiness in the past, policies that affect
agribusiness have generally not been examined as a group with agribusiness as the focus.

1.1 Justification for Using an Agribusiness Policy Inventory

An agribusiness policy inventory is an important first step in organizing and understand­
ing complex infonnation about economic and agricultural policies and their impact on agribusi­
ness development. There are several specific reasons to prepare an inventory:

• Agribusiness spans agriculture and business, and commerce and industry, so many
policies affect it, and the net impact is not obvious.

• An inventory can highlight interactions and inconsistencier. among policies.

• An inventory can provide guidance for policy dialogue and reform. Moreover, if both
the public and private sectors participate in the elaboration of the inventory, this can be
the start of a productive dialogue.

• An inventory can aid in the development of an effective strategy for the promotion of
agribusiness.

• An inventory exercise reveals gaps in knowledge, so it is a guide for further analysis.

• Although it is not a rigorous quantitative method, a policy inventory can be carried out
in a standard fashion in more than one country, thereby allowing comparisons.

• The uwentory method is flexible; depending on the resources and information available,
one can conduct an inventory:

As a freestanding exercise or as one component of a sector assessment,

With a scope that is the entire agribusiness sector or focus 011 one issue, agroindustry,
or commodity subsector.

2



1.2 Goal and Objectives

The goal of this report is to present the agribusiness policy inventory method with
justification and supporting materials in sufficient detail that the reader could use this document
to prepare a specific scope of work for carrying out such an inventory in a particular country.3

The specific objectives of this report are to:

• Describe the agribusiness policy inventory method.
• Provide supporting conceptual and empirical material.
• Discuss implementation and presentation issues.

Complementary analyses are also mentioned.

1.3 Outline of the Report

The remainder of this report is organized as follows. Chapter 2 explains the uses for an
agribusiness policy inventory-the questions it can answer and the uses for those answers.
Chapter 3, 3.1 sets out the elements of an inventory. In Chapter 4, implementation of an
inventory is discussed, including the steps in the process and the required expertise. Some
options for presenting inventory results are described in Chapter 5. Finally, in Chapter 6, some
additional analyses that would complement an inventory are given.

3A draft scope of work for conducting an agribusiness policy inventory is included in Appendilt D.

3



2. UTILITY OF AN AGRIBUSINESS POLICY INVENTORY

An agribusiness policy inventory is a useful frrst step in organizing large amounts of
infonnation and beginning to answer questions about policy impact and reform. This
infonnation can be critical to program or project design.

2.1 Some Questions An Inventory Can Answer

An agribusiness policy inventory organizes policy infonnation and analyzes it to provide
answers to questions such as the following:

• What policies affect the agribusiness sector? What are the key issues and constraints?

• Which institutions set and implement these policies?

• Do these policies promote or hinder the development of agribusiness?

• What are the impacts of these policies (on key economic variables)?

II Which policies should get priority for refonn?

• Which areas require further analysis?

By organizing policies into categories, an inventory shows which kinds of poli­
cies-macroeconomic, sectoral, regulatory, or the like-have an impact on agiibusiness. The
inventory's impact analysis includes both the direct, ann, to the extent possible, indirect impacts
of these policies. The impact analysis, while subjective, points out those policies that probably
have the greatest impact and the economic variables on which the greatest impact occurs. If
sufficient information can be gathered within the time and other constraints of the fieldwork, the
inventory analysis can culminate in general recommendations for policy reform. When data are
not sufficient to complete certain parts of the inventory, the process leads to recommendations
for further analysis.

2.2 Some Uses for the Answers

An inventory can be used in several ways, namely to:

• Examine the effects of policies on projects.

• Outline a refonn program or support a policy dialogue.

• Select issues for further analysis.

4



II Monitor overall developments in the policy environment.

Because an inventory is comprehensive, it is likely to bring to the fore policies that will
affect the success of 14 project, but that may not have been considered because they were not part
of the subsector in which the project was being implemented. The organization of the inventory
allows some estimation of the overall impact on a project of a large set of policies. By its nature
an agribusiness policy inventory is an excellent kind of review to undertake before entering a
policy dialogue with a host country government. It can help to outline a (possibly broad, cross­
sectoral) policy refonn program. The inventory process will not only point out those areas that
need further analysis, but also help to prioritize those research questions by providing an overall
framework in which to understand the impact of various policies on the agribusiness sector.
Finally, an inventory can be used as a guide to those policies that should be monitored when the
objectivF.: is to maintain an understanding of the policy environment in which agribusinesses are
operad'jg'.

5
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3. mE COMPONENTS OF AN AGRIBUSINESS POLICY INVENTORY

The central features of an agribusiness policy inventory are an enumeration and analysis
of policies that affect the agribusiness sector. A summary of these p.olicies can be conceived as
a matrix and is often presented in this way. To place these policies in context, the inventory
includes a description of the general economic b'etting and, where possible, an overview of the
perfonnance of agribusiness flnns. The institutions respo:isible for these policies are specified
in conjunction with the policy matrix. An inventory aIdO comprises several analyses based on
the matrix and accompanying information. These analyses extract key relationshi..,s from the
information in the policy matrix, including a preliminary assessment of policy impacts. An
inventory may also include recommended alternatives. The features of an inventory are
elaborated in the following sections. The components of an agribusiness policy inventory are
illustpted in Figure 1.4

3.1 Description of the General Economic Setting

To set the scene for the subsequent policy analysis, an inventory begins with a brief
description of the economy. This description coters the major ecc:.omic, technological, socio­
cultural, and political relationships that affect ~;Ie ~gribusiness sector. It delineates the major
linkages of the agribusiness sector to tile national and world economies.

Some of the data that might be preEiented and discussed briefly include: inflation; GDP
growth; the trade balance; nominal and real exchange rates; public and private investment;
unemployment; remittances; major products, exports, and imports; and major agricultural
products, exports, and imports.

A key section in this introductory description will be one that reviews recent policy
changes. This orients the reader to the current context of policymaking. It also helps to date
the snapshot that an inventory inevitably is. Has there been a systematic policy review by the
Government? Does the Government look at agribusiness as a sector? Some of the important
topics of this section are the trade regime; the investment regime, including the tax code; and
the role of parastatals, including any privati7.ation underway or contemplated. The role of the
informal sector may also be covered.

When the inventory is focused on a commodity subsystem, the setting should detail the
operators of that system, its supporting economic agents, and coordinators (see page 1).

_._. --------
4Note that the paragraphs of text in Figure I are intentionally illegible. The figure is intended to be only an

overview of the inventory.
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Flaure 1 Components of an Agribusiness Policy Inventory
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3.2 Overview of Agribusiness Performance

A major review of agribusiness performance is not the purpose of an agribusiness policy
inventory. Moreover, such a review would often be hampered by a lack of suitable data.' Data
pcnnitting, however, important aspects of agribusiness perfonnance can be highlighted. These
include: the share of agribusiness in output, employment, and investment; the shares of large­
scale, small-scale, and infonnal agribusiness activities by sector, gender, or region; indigenous
VB. foreign ownership of agribusinesses by sector; the relative importance of different types of
agribll"siness organizations (corporations, cooperatives, NOOs, family enterprises). The
overview may also include infonnation, by industry, on the size of agribusiness units, the degree
of competition, and barriers to entry.

3.3 Matrix of Policies

For the purpose of an agribusiness policy inventory, a policy is a rule that influences the
behavior of an individual, firm, or organization.6 Policies are generally, but not always, made
by an arm of the government.7 In a particular country, there are likely to be many kinds of
policies affecting agribusiness, having many kinds of effects. To glean an appropriate picture
of the effects of these policies, they need to be organized in a useful fashion. One way to
organize policies is by their scope. Some policies have direct effects on the entire ec0nomy,
while others are targeted at agribusiness, individual industries, or particular commodity
subsectors.

Another way to categorize policies is by economi~ type. Thus fiscal, monetary, trade
and price, regulatory, labor and human capital, and nontraded factors (like infrastructure) are
a set of categories that covers many policies affecting agribusiness. Other sets of categories
could undoubtedly be conceived.

A matrix of policies by type (fiscal, monetary, regulatory, etc.) and scope (economy­
wide, sectoral, subsectoral) is a useful way to organize these policies both for summary pres\Jnta­
tion (as a text table with cells) and for analysis. If this fonn of organization is used for the
analysis, each cell of the matrix--eontaining several policies pertaining to one scope and one
policy type-would be analyzed separately. The actual text of key laws and other important
documents can be included in an appendix.

'National accounts data are generally organized so that agriculture, but not agribusiness, can be easily
separated. See Ouedraogo et aI. (1993).

6See Bradley et aI. (1990), vol. n, p. 2.

"There may be important policies or regulations that do nrot originate with the government. For example. grades
and standards may be established ~y producer or exporter associ:ltions, just as accounting standard\! may be set by
a professional organization. These cases seem to be the exception rather than the role, however.

8



Agribusiness sits at the confluence of agriculture and business. Thus policies that affect
the agricultural sector and thoBe that affect private businesses all affect agribusiness. It may be
useful, then, to break down the sector.. part of the policy matrix by the intended scopes of the
policies included, namely, agricultural and agribusiness. The analyst should be alert to the
effects of agricultural policies downstream on agribusiness. The presentation of such policies
with their effects on agribusiness-rather than on agriculture-may be very educational for some
policymakers. For example, price policies that make a commodity cheaper (whether they are
domestic or trade policies) lower the production of what is an agribusiness input, so less snpply
is available for processing. Limited allocation of resources to research also results in lower
production of such commodities, but in addition it results in lower levels of processing or
production technology (used or so!d by agribusinesses) being available.

When certain key issues have been specified in conjunction with carrying out an
inventory, a visI'a] presentation organized by issue that includes institutions, their roles (policies
they control), and the impacts of policies may be the most cogent way to present the material. 8

It may be advisable to collect and present separately the views of the public and private
sectors on the: policies that affect agribusiness. The inventory process is one opportunity to
begin a dir.tlogue on (further) policy refonn. An iterative process that samples the views of both
seclors ?.nd presents them separately would support a dialogue; if the sponsor feels that this is
an important objective of the inventOly process, then the resources available must be sufficient
to allow for repeated interactions with those being interviewed. Moreover, gaps between the
two vi(~wpoints would in some cases highlight areas where policies were apparently refonned
but the implement:!tiof! W~R lagging.

Fol' referem:e, generalh;ed policy matrices are presented in Appendix A, and a list of
policymaking in:Jti1.utions is given in Appendix B.

The majority of the text of an agriblJsiness policy inventory is devoted to description and
analysis of policies that affect agribusiness. This main body of the report is organized by poli~y

types or around key issues, or in some othe:- fashion that clarifies the presentation. Each policy
analysis should describe the relevant policies, who implements them, how effectively they are
implementerl, what impact they have, and key interactions among the policies in the group. It
should be pointed out that the nature of an inventory allows for qualitative assessments of the
effects ofpolicies, but generally not for quantitative analysis of their impact. On the other hand,
it may be possible to use !~phics, e.g., flow charts, to clarify the presentation of complex
patterns of interactions and impacts. When impacts are unambiguous, supply-demand graphs
may also be used to indicate the direction of changes in prices and quantities.

8Chapter S contains presentation options. See Figure 3 for one way to present these elements based on key
issues. Table 2 also organizes policies around key issnes.

9



The analysis should highlight both the positive aspects of the policy environment lind the
weaknesses. For example, the analysis of fl:'gulatory policies should distinguish between
restrictive regulations and those that, when carefully designed and administered l have beneficial
effects. Examples of the fonner are investment licensing and domestic content '~ws; examples
of the latter are commodity grades and st8.ndards, and accounting standards. Similarly, whem
possible, the analysis should distinguish between policies that were well-conceived but poorly
implemented, and those that were not well-conceived. The implementation of a policy may not
follow the announced plan or objectives. The analyst should also be alert to the effects of
policies quite different from their apparent objectives; for example, a subsidy on wheat intended
to lower the price to consumers may also lead to the use of wheat in poultry feed.9

Whether the inventory is to be used in conjunction with a policy refonn program or not,
the analysis would be incomplete without mention of any existing or proposed policy reform
prognlms, including those negotiated with donor institutions. This would encompass the Sectoral
Adjustment Loans and Structural Adjustment Facilities of the World Bank and IMF.

The analysis may also address some of the following questions:

• Are there informal or customary barriers to entry into certain agribusinesses?

• 'fo what extent can the growth of the informal sector be attributed to certain policies?

• Does the economy show the effects of heavy regulation, including rent-seeking behavior
and a tendency to locate industries near the bureaucracies they deal with?

• Are there major gaps in infrastnJcture and/or insufficient maintenance?

• AJre there gaps in implementation or infonnation that make changes in policy ineffective?

The stability of the policy environment is very important to both existing and pot'~ntial

agribusinesses. Whether the development of agribusiness is sustainable in the long run will
depend onl both the sustainability of production agriculture and on the stability of policies
affecting the agribusiness sector. Annual adjustments in import t-riffs, for example, can, wreak
havoc on particular industries' profitahility. Government domination of production and/or
marketing, moreover, often gives it the power to change prices overnight, thus rewarding or
ruining whole industries that were set up under the p:..evious price regime and based their
forecasts of future profitability on the conthmation of that regime. AcTibusiness investment may
have been limited in the past because of the Government's latent power to intervene. 1ironicaJl1y,
a stable and enabling policy environment is likely to allow the private sector to respond fa:;ter
and flexibly to changing economic and technical conditions, while the unst.tble policy
environment is Hlcely to constrain pot.ential investors.

I1bis example is from Ender et aI. (1992). While this paper is not an agribusiness policy inventory, it is
systematic in evaluating financial and agricultural policies and their impact on agribusiness.
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In Pakistan, during the denationalization of various industries in the early 1990s, the
Government devoted considerable effort, including the passage of a law, to convincing the
private sector that in the future those same industries would not be nationalized again and that
key e:conomic refonns would remain in place. Given the importance of policy stability, it should
be discussed as part of a broad perspective on the policy environment and may deserve a
sepaJl'ate plac" in the matrix or other fonnat chosen to present a summary of policies. 10

3.~.1 Agencies Responsible for Policy Fonnulation and Implementation

As mentioned abov(~l' it is useful to organize the discussion of policies and institutional
(inCluding non-governmental) roles in policymaking around policy groups or issue areas. In
some cases it may be useful to substitute or add a discussion organized around the scope of the
policies and the institutions that implement them at those levels. For example, the national
government (including the ministries of commerce and agriculture) generally has jurisdiction
over foreign (agricultural) trade; state or provincial governments may address agricultural
production issues; and local governments may tax local movements of agricultural produce. An
understanding of how these policies complement or offset one another is important to both
coherent policymaking and successful operation of an agribusiness.

While discussing the role of institutions, it may often be important to distinguish between
those that make policy and those that implement it, and to describe the interactions amonn these
agencies. On the other hand, fmding out who makes certain policies (that is, who recilly has the
power to change them) is not always easy. Those responsible for sensitive polickJIj may not wish
to be visible. To the extent that a map of policymaking institutions differs from the actual
wielders of such power, the process of policy refonn will be retarded and possibly thwarted.
Models for summarizing policy and institutional relationships are shown in chapter 5.

The· institutional analysis may also address some of the following questions:

• What is the impact of foreign institutions (including donor agencies and international
commodity agreements)?

• Do the public and private sectors play complementary roles?

• Are some policies the raison d'2tre for certain institutions and therefore likely to be
difficult to change or eliminate?

For reference, a generic list of government and non-governmental bodies responsible for
policy fonnulation and implementation is presented in Appendix B.

lOAn example is given in Table A-I in Appendix A.
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3.4.2 Preliminary Assessment of Policy Impact

Policies that affect agribusiness can do so in u variety of ways. To assess the impacts
of these policies in a way that will satisfy the sponsor's objectives in carrying out the inventory
will genek-ally require agreement on a set of impact variables. For example, one could examine
the impact of policies on the income or profitability of the agribusiness sector, on the
employment it generates, on agricultural exports, or on the regional or urban-rural dispersion
of agribusinesses. One could also evaluate whether there was any gender bias inherent in the
policy or its implementation. The reasons for choosing certain variables should be discussed in
the analysis. Another fonn of impact assessment that can be highly u~eful to an understanding
of policy constraints on the agribusiness system is a discussion of impacts on different institu­
tions in the agribusiness system (operators, supporters, and coordinators [see chapter 1]).

By its nature an agribusiness policy inventory does not generally allow for the estimation
of quantitative impacts. On the other hand, the question, Which policies individually impose
the most severe constraints on the development of agribusiness 01' on ~he selected variables, is
still a key cne. For this reason, a preliminary, qualitative assessment of impact of each policy
on the chosen impact variables is an important part of the analysis. These assessments, while
somewhat subjective, are based on ~he data gathered from secondary sources (which may indeed
include quantitative estimates of impact) and interviews, and on economic principles.
Assessmerlts can be presented through the use of a crude numeric scale (e.g., from -2 to +2)
to rate policy impact. These numbers indicate impacts ranging from strongly positive to strongly
negative. The analyst may feel, however, that this would imply a level of quantification that is
not justified. Another option is to rank the impact in words only as strongly or weakly positive
or negative, or zero. Economic varillbles may be affected differently in the short and long runs,
so the analyst may wish to consider these impacts separately. 11

For convenience, a list of key economic variables on which policy impact might be
assessed is presented in Appendix C.

3.4.3 Analysis of PoHcy Interactions

An agribusiness policy inventory helps clarify the complex of policies that affect
:agribusiness and their impacts. One of the complexities that typically needs to be elucidated is
the conflicts and complementarities among such policies. Thus the analysis should specifically
mention the ways that policies reinforce or offset each other. For example, an overvalued
exchange rate and poor market information would reinforce each other to depress agricultural
exports. Duty-free, open access to imported packaging materials and research priorities that did

IlSee Table 5.4 fOf a scope-based method of presenting the impact on economic variables and Figure 5.1 and
Figure 5.2 fOf issue-based methods. The information in Table 5.4 is part of the summary policy matrix from an
actual study of agricultural policies in EI Salvadof, whereas the diagrams in Figure 5.1 and Figure 5.2 are
hypothetical. .
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not include exportable agricultural commodities would be offsetting factors from the point of
view of an agro-industry.

Using a matrix-based fonnat, a systematic look at interactions among policy groups can
be provided. For example, a matrix-based section might discuss the impact of regulatory
policies on fl.gribusiness at the r..conomy-wide level, inCluding the interactions among such
regulatory policies. To complete an analysis proceeding in this fashion, the analyst would also
study the interactions among regulatory and fiscal policies, regulatory and labor policies, and
so forth.

Analyzing the interactions among all the combinations of policy groups would probably
prove very lengthy and dissipate the clarifying power of the analysis. To maintain focus, the
analyst should refer to the selected important issues or impact variables (or choose several) and
analyze the conflicting or reinforcing policies that affect them. 12

3.5 Recommendations

In general, an inve atory includes two kinds of recommendations. On topics where data
pennit, it contains broad options for policy refonn; where they do not, it makes recommenda­
tions for further study.

3.5.1 Potential Policy Alternatives

The policy analysis in the inventory can be the basis for proposing (sets ot) potential
policy alternatives. Such proposals should benefit from the broad scope of the inventory and
its integration of multiple policies and their effects and inconsistencies. As they are not the
focus of an inventory and resources are not likely to permit more, alternatives will generally be
hroadly described, not fdlly-specified, blueprints for policy change. In some cases multiple
a1temativ~s may be suggested, but detailed specification will generally be left to a subsequent
exercise.

It. recent World Bank analysis of strategies for promoting the development of the private
sector provides starting points for considering alternative policies. 13 The analysis found that
country-specific strategies would include the following:

• Incentives (policy reform, including reduction of distortions)
• Deregulation
• Promotion (provision of credit, infonnation, and advisory services)
• Development (creation of infrastnlcture and human capital)

12Cbapter 5 contains examples of presentation options. An example of cross-policy analysis is given in
Box 4.

13Gustafson et al. (1989).
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• Privatization

Analysts should E,xercise care in suggesting alternatives, especially those that are
"standard" or currently favored by donor institutions. Country-specific alternatives may be very
important andlor unique. Moreover, innovative alternatives might be missed if analysts choose
to simply propose more of a policy that seems to work or less of one that does not. The private
sector may have different views of current policy constraints and different notions of priorities
for the future. The analyst should try to elicit such suggestions.

Some examples of potential alternatives to existing agribusiness policies include:

• (Broad) Develop a coherent policy toward agribusiness based on recognition of the
unique aspects of the sector and its needs and potential contributions to income and
employment.

• (More specific) Subsidize the provision of export advisory services through cost-sharing
grants to two or more demonstration f111l1S. 14

• (More specific) Investigate the use of PVOs/NGOs for setting up small business credit
programs (see Tendler 1982, pp. 114ft).

It is useful to remember that some constraints to agribusiness development may be in
areas that are not nece~sarily best rectified or supplied by the public sector, such as export
advisory services. Even with the best of policies, a "catalyst" of some kind (often foreign) may
be required to spark investment in a new area (see Rhee and Belot 1990). A broker, an adviser,
or an investor might be such a catalyst.

3.5.2 Further Analysis

An agribusiness policy inventory is a systematic exercise that examines policies affecting
agribusiness. Because it is systematic, an inventory can point out gaps in the conceptual policy
matrix. These might be gaps in knowledge-what policies exist-or gaps in understanding-how
certain policies function. Based on the results of the inventory, the analyst may recommend
additional investigation into the most important of these areas.

The inventory results may highlight trade-offs among certain policies that call for more
rigorous investigation. There may also be issues of particular interest that, because they were
not anticipated, could not be carefully examined.

14See Hogan et aI. (1991)
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3.6 Persons Contaded

For reference purposes and to support future policy dialogue efforts, the inventory should
contain a list of those persons contacted during the fieldwork.
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4. IMPLEMENTATION OF AN AGRIBUSINESS POLICY INVENTORY

4.1 Data Requirements

In many analytical studies, the term "data" means statistics (Le., numerical data). In
some policy studies, data means both numerical and verbal infonnation that together describe
a policy or set of pCllicies. An agribusiness policy inventory is an initial policy analysis that
relies very little on statistic~.J a'1alysis. Thus the data requirements of the core sections on
policies are likely to be alI!:~,.:lt entirely verbal infonnation. In some cases it will become
necessary in the course of an inventory exercise to collect numerical data (e.g., on prices) and
analyze them quickly to see what the impact of certain policies is. For an inventory, this would
defInitely be the exception, not the role.

While it is not the purpose of this section to list all the data sources for the infonnation
required in an agribusiness policy inventory, it may be useful to mention some as examples.
Governments often publish annual statements on the state of the economy, with recent policy
changes. (This kind of document often includes a set of basic statistics outlining the
performance of the economy and various sectors that would be essential for the description of
the economic setting.) More speciftc annual documents might set out adjustments to the trade
policy or the income tax code. Private institutions, like accounting finns, might also issue such
documents as a service to their clients. In addition to informational documents of this sort, the
other major source of published policy information is analyses done by local or foreign
researchers or institutions on specific topics, like rice policy or whether the exchange rate is
overvalued. Finally, much of the policy information required for the inventory will have to be
gathered through interviews with knowledgeable individuals, whether they be in the government
or elsewhere.

4.2 Process

As mentioned above, the process of compiling an agribusiness policy inventory is
flexible: the scope and process used depend on the resources available and the specific objectives
of the study. Nevertheless, there are certain steps common to all inventories. In ttJs section,
the key steps are outlined, and some comments are made on the main part of the inventory, the
policy analysis.

4.2.1 Key Steps

• Inventory initiation trip: An early trip by the team leader is important. It should clarify
what the sponsor can expect from the inventory (and, sometimes, what will not be
included). The team leader should be available in person to discuss the selection of
impact variables and specification of any key issues, agro-industries, or subsec­
tors-based on previous research or other factors. On this trip the team leader can begin
discussions with collaborating local institutions and representatives of the private sector.

16



S/he can also interview local analysts, and may arrange for them to begin collecting
certain data.

• Home officI! preparation: Gathering secondary materials, working on questionnaire(s),
and beginning a work plan before starting the field data collection allows the analyst to
study previous work on the topic efficiently-that is, without the competing needs of
fieldwork. At the same time, if limited field data collection by the local consultants has
begun, the consultants may be able to relate likely data gaps that can be filled better from
the home office.

• Field data collection: This phase of the project will take up most of the time in the field
and will be a major part of the exercise. The data will come from secondary sources and
structured interviews. This phase of the work-and the seminar/presentation phase-may
be particularly important if the inventory process is seen as a beginning to blllld
consensus among private and public sector participants for certain policy refonns.

• Preliminary analysis: During data gathering, preliminary &lalysis will continue to refine
and redirect the data collection process. At the end of data collection, preliminary
analysis prepares the analyst to make a presentation to the sponsor before undertaking
the full analysis and writing the report.

• Presentation ofpreliminary findings to sponsor: Feedback from the sponsor and other
professionals and stakeholders provides guidelines for time allocation and emphasis in
the analysis phase.

• In-depth analysis (See chapter 3, 3.1 and the following section.)

• Choosing pretentanon methods: Looking at the analysis from this point of view may
result in a particular way of collecting data or in specific types of data being collected.
For example, if it is important to understand not only which institutions are responsible
for policies but also how those institutions interact with each other, then additional data
would be required. 15

• Drafting report

• Comments from sponsor(s), stakeholders, and other professionals

• Finalizing report

UPor a variety of options in presentation, see chapter 5.
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• Presentation offinal results in seminar or similar fomm: As in the data collection ph~se,

this phase of the work may be particularly important for buiiding consensus among
participants for policy refonns.

4.2.2 Notes on Analysis

Preparation of a perfonnance review for the agribusiness sector may require a separate
exercise because of its very specific numerical data requirements. In many countries these data
will be difficult to find because the agribusiness sector is not separated statistically in the
published national accounts data. 16

When an inventory is designed to focus on a particular commodity subsystem, using the
rapid appraisal method in conjunction with the inventory should be considered. 17 A rapid
appraisal detennines the strengths and weaknesses of the commodity subsystem; some of these
weaknesses may be' the result of policy constraints that should be investigated for the inventory
analysis. In a rapid appraisal, the data gathering stage includes analysis as well. Thus the
analysis of the rapid appraisal would be available to the team while it was still in the field
collecting policy data for the main part of th~ inventory and could guide such collection.

Nonnally the inventory's data collection and analysis phases are separate, and the
analysis need not be carried out in the field. However, the direct participation of the analyst in
interviews, which is a hallmark of rapid appraisals, should be maintained in the inventory
process. The resources available to conduct an inventory are not likely to pennit fonnal surveys
with trained enumerators. Moreover, the volume of unstructured infonnation to be organized,
analyzed, synthesized, and presented is very large, so there should be as few barriers as possible
between the analyst and the data. Much of this process takes place in the course of fieldwork.
Thus the analyst must do more than collect data: ongoing analysis and synthesis leads to
progressively more focused data gathering.

Some detailed quantitative analysis may supplement the initial analysis if time and other
resources pennit. It is more likely, however, that the inventory will incolpOrate relevant
analyses done by others. The impact assessment should integrate existing quantitative analyses
(e.g., those using NRP/ERPs, DRes, or PSEs) to examine the economic position of individual
commodities.

There should be time set aside to consider policy alternatives separately, after the
inventory is compiled and reviewed. In this way the proposals should benefit from the broad
scope of the inventory.

16See Ouedraogo et al. (1993).

17See Holtzman (1992 and 1993).
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4.3 Required Expertise

To conduct an agribusiness policy inventory, extensive knowledge and skiV" are required,
and a team should be constituted accordingly. There should be team member(s) who are familiar
with the impacts of agricultural policy on agribuBin~ss and member(s) who can analyze the
impact of general economic poli(~ies and bu~iness-ori,c:nted policies on agribusiness. Local
knowledge and entrees will of course be very important as well.

For reference, a draft scope of work for conducting an agribusiness policy inventory is
presented in Appendix D.
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5. PRESENTATION OPTIONS

Because of the large volume of material likely to be presented in an agribusiness policy
inventory, it is important to present some type of synthesis of the analysis. This will serve the
needs of busy readers, most of whom are not likely to read the entire report, and will ensure that
the conclusions of the inventory are readily understood by policymakers. For those readers who
do use the main report as a reference, it is important that the entire study be carefully organized.
This chapter presents some ways to organize the material in the policy analysis of the inventory.
(Note that the tables and figures in this chapter are intended only as examples of methods of
presentation; they are not intended to communicate the results of actual policy analyses.)

One point from above bears repeating here. In both the narrative and the tables, it may
be important to show public and private sector views of policies separately. This would both
register their views in anticipation of a policy dialogue, and point up gaps between policy reforms
and their implementation.

5.1 Narrative Summaries of Policy Analysis

The complexity ofpolicies dealt with in an agribusiness policy inventory makes carefully
placed and more frequent summaries desirable. Some options include:

• A summary at the beginning of the policy analysis chapter(s)

• An executive summary

• A synthesis volume

Executive summaries are commonly placed at the begimting of documents for the reader's conve­
nience and easier understandL'!g of the material in a report. In the same way, a policy summary
may be written last, but should be placed early in the chapter to provide the framework for the
more in-depth analyses that follow.

5.2 Tables and Figures

Another way to organize complex material for better readability is to use tables, figures,
and boxes. A text box looks most like the main body of the report. By isolating the text in the
box, hoW'~ver, the presentation can call attention to particular aspects of the analysis, including
a summ~ of one type or another. It can also provide examples of the issues or policies under
discussion. See the examples below.

Tables and figures are progressively more graphical forms oforganizing text information.
Their fonnats are useful for showing relationships among policies, their impacts, the institutions
implementing the policies, and other aspects. Some examples of tables and figures that can be
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adapted for usc in an as~ihu6inC8S policy inventory are also given below. Table 5.1 summarizes
some of their advantAges.

Table 5.1 Some Options for Presenting Components of Policy Inventories

Table 5.2 Extract from "Summary Policy In­
ventory Framework," in Honduras Natural Re­
source Pol icy Inventory

Table 5.3 Institutional Interaction Chart, After
Belize Natural Resource Policy Inwmtory

Table 5.4 Impact Assessment Table from EI
Salvador Agricultural Sector Policy Inventory

Figure 5.1 Hypothetical Issue-Based Impact Bar
Graph

F:gure 5.2 Hypothetical Issue-Based Policy
Presentation: Agricultural Export Development

Box 5.1 Policy Inventory Table from Belize
Natural Resource Policy Inventory

Box 5.2 Example of Natural Resource Policy
Mini-Case, Africa

Box 5.3 Example of Natural Resource Policy
Mini-Case, Asia

Box 5.4 Example of Natural Resou."ce Cross­
Policy Analysis: Water Quality in Central Amer­
ica

Box 5.5 Possible Chapter Structure for Presen­
tation of Analysis in Policy Inventory

21

Matrix summarizes key policies by scope and
issue

Shows interactions among policy institutions

Presents qualitative estimates of impact, along
with key information such as institutions and
alternatives

Graph facilitates understanding of cumulative
impact of policies in certain impact areas

"Cellular" preCientation includes policy, institu­
tion, impact narrative and impact assessment in
succinct format

Presents qualitative estimates of impact, along
with key information such as institutions and
topics for research

Summarizes the methods and benefits of a
positive intervention in Africa

Summarizes the methods and benefits of a
positive intervention in Asia

Shows the interactions of different groups of
policies

Presents complex material while highlighting
important points and breaking up paragraph­
based pattern



Table 5.2 Summary of Key Policies by Issue

KEY ISSUES

POLICY SUSTAINABLE PRODUCTION FROM Wll.DLANDS
SCOPE AGRICULTURE NATURAL FORESTS WATERSHED BIODIVERSITY

MACRO! Land tax Land tax Land tax Land tax
FISCAL Income tax Income tax Public expenditure Public expe!1dintte

Public expenditure Public expenditure Deficit Deficit
Deficit Deficit Water use fee ConseIVation stamp
External Debt External debt External debt External debt

Stumpage fee Water surcharge (debt for nabIre)

MACRO! Export taxes Export taxes Import tariffand barriers Export quotas
TRADE Import tariff and barriers Import tariff and barriers Export promotion Export CODlro1-endangeredspe-

Pricing policies Export controls Export taxes cies
Export promction Pulp, paper import Quality control

subsidies NontraditioDalexport ptmwtiou.

SECTORAU LanJ tenure framework Land tenure framework Land tenure framework Land tenure framework
REGULATORY INA policies Tenurial issues in forestry Water law CITES

Land bank (including tree ownership, Fisheries law Intem.ational Conventiom
Priceconuolpolicies:con- AMI, and tnlJUt.aJy areas) Mangrove Commission Decree 86-87
sumer Forestry regulations Procedures for coastal land con- Accord 001·90
Basic grain law Role of COHDEFOR in pro- cessions Decree 916, 9TI-SO
BANADESA's structure duction and marketing Pollution and waste management Dectee 57 (Lake Yojoa)
and management policie;; Fuelwood policies Plant protectiOI! law FISheries law
IHMA - structure and func-
tioning

SOURCE: Johnston and Flores (1990).
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"fable 5.3 Institutional Interaction Chart, After Belize Natural Resource Policy Inventory

lpelpe

A-tinistry Ministry
Ministry of Ministry of Pesticide
of Economic Ministry Ministry ofTrat- Natural Control World
Agriculture Development of Energy of Health and Commerce Resources Board Bank

Ministry of Agriculture
Ministry of Economic +
Development

Ministry of :Energy + -
Ministry of Health - + +
Ministry of Trade and + + -
Commerce
Ministry of Natural - - + +
Resources

Pesticide Control - + + +
Board

World Bank + + - - - +
.

SOURCE: Based on Chart 3.1 in Bradley and Mangum (1990).
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Table 5.4 Impact Assessment Ta~le from El Salvador Agricultural Sedor Polley Inventory

19rnygmy

Policy ,. 'Pact Asse&sment
Intervention! Implemeoting

Import Domestic Export <rovemmmt
PriDcipal Alrcrmtives Suggested ...

Impact Sec:tor P'.1rpose Institution
Produl:tiOD Expenditures COD5l1DlptioD Revenue Rnenue

ExplaJJalion of Policy IqIact ADalyIis

MACROECONOMIC POUCJES, FISCAL

Level and Revenue Miniltly of -I 0 -I -2 ! +1 Taxes extracted fiom the agricul- I. RevUe c:otr= uport tax to
IINcture of generation Financ:e tura} system have averaged 10-11 $ of ~ Dearly~aniDccme
taxation agric:ultural value added, 90-95~ of tax nthet than a grms sales taL

'agriculture
I

the sector's fisal c:ontribution origi-
nates in the c:otr= export tax, which 2. Brt*en the Igric:ultural tax
at current prices and exc:haDge rates, hue.
has strong o=gative impact on the
profitability ofc:otree production. 3. hqJrovetaxadminisi..~and

Declining coffee output is closely coIIec:OOo
related to faI1ing agric:uJIure employ-

ment, ineome, and COIISllIIIPtion·
Level and Provide Ministty of -I -I -1 ? +1 Central goVemmeDle.xpeodit:ues on I. As coodiSions permit. inaeue
strudureof public Fmanc:e agric:uIture at 6-7$ of toCal .." r=allevels of expenditnre.

~

expenditures goods, ser- lUres, are DOW low compared with
'agriculture vices, and agric:u1lural sector laX revemJeS and 2. RevUe iDttasectoral allocationof

infiuIruc- agric:ulture's c:ontribution to GDP. expendiInres in light of short- and
ture Expenditures favor' livestock and ex- medium term aasx-I objedioes..

port crops.

MACROECONOMIC POUCIES. MONETARY

Interest rate Regulate Monetary +1 0 +1 +1 +1 The govemmmthas adapted an
regulation! IlJPply and Board interest rate SlrUe:ture desigDed to 1. Implement this poIic:y more ae-
agriculture demand for provide a positive real rate of recum tively through more t1exible and

financial Centtal Bank to savers and fiJIl COSl recovmy on fuquesIt inreresl rate revisioDs.

resources; lending aperations agric:ultural bor-
influence rowing rates are only modestly lower 2. Study interest rate measures to
costs than in ocher sectors. Through its fOster the deYdopmeuI of IaDg-Iem1

impact on savings. this policy should fim"1Cial investmeDIs..
enhance investment and growth over
the medium.

-2 - hi l!hlv unfavorable. - 1- unfavorable. ( - neutral. + - favorable. +2 - hil

SOURCE: Robert R. NlIlhan Associates (1984).
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Box 5.1 Policy Inventory Table from Belize Natural Resource Policy Inventory

PROBLEM: Sustainable Agriculture
POLICY CATEGORY: Regulatory

POLICY: Su,ar.lndustry (Control) (The Lnws of Belize Chapter 232) and Sugar Cane Farmer's
Association .(The Laws of Belize Chapter·256).

PURPOSE:.Regulates producer sales ofsugar cane by license and quota, manufacture and sale of
sugar including import and export.

POLICY-MAKINO/IMPLEMENTING INSTITUTIONS: Belize Sugar Board; Belize Cane Farmer's
Association; Ministry of Natural· Resources. and Industry.

IMPACfASSESSMENT
SHORT.;RUN LONG.;RUN
NAT. RES. GROWTH

SHORT-RUN
GROWTH

+1 ·1 +2

LONG-RUN
NAT. RES,

-1

BRIEF EXPLANATION OF POLICY IMPACT

SHORT-RUN GROWTH: By providing stability to the industry and a market for sugar
cane, agriculturaloutput is stimulated. Sugar is the major income·.source.fornQrthem
Belize. . . .

.. .

SHORT-RUN NATURAL RESOURCE: There isdeteriorationassociatedwithllUld
clearing, annual burning of cane fields. and stream· pollution·frommanlifacturing.

tONG-RUN GROWTH: The sugar industry has been tbem~joreco~omic still1ulusfor
northern Belize and until recently.was the .leading.. foreign· exchang" earner.

. ..-.. ..'",

LONG.;RUN NATURAL RESOURCE:· Extensive land clearing, farming practices and.
manufacturing negatively affect the resource base. However, sugar cane is not as
destructive to soil and water resources as annual row crops.

PRINCIPAL POLICY ISSUES SUGGESTED. FOR ANALYSIS
. .

• Researchaltemative farming systems that can both increase output arid conserve
resources.

• • Researehaltemative uses for cane by~products and manufacturing residues•.
.. .

SOURCE: <Bradley and M~gum(l990).

25



Box 5.2 Example of Natural Resource Polley Minl~C8se, Africa

Amboseli National Park in Kenya provides the Masai pastoralists with several incentives
to help protect the park'.s resources:

A water diversion system to pipe water from the park .to artificial swamps outside
the park for the Masai cattle. .
A graiing compensation fee to cover livestock losses due to wildlife migrating
from the park.onto Masai l&t1ds. .

. The Masai control hunting and cropping on their land and receive subsidies to
accommodate tourist. campsites .and lodges.
The park headquarters includes a community center, school and medical facilities.

Results: Net monetary gain to the parkfrom use ofMasai lands is about $500,OOO/year,
.. and the Masai receive an il1comethat is ·85 % greater than.they would obtain from
livestock.alone. . ...

SOURCE: Jobnstonet aI. (1992).
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Box 5.3 Example of Natural Resource Policy Mini-Case, Asia

:Economic incentives for Ban Sap Tai, a village at the edge of Khao Yai National Park,
Thailand.

The following package of incentives wasestab1ishedto halt poaching and encroachment
il1to· the park:

A trekking program using villagers. as guides and porters.
Bstablishment·of an Environmental Protection Society (BPS) that functioned as a
community-based credit cooperative, education center, and collective·business
enterprise~ The.·BPS established.·a revolving .fund and .a cooperative.store.
Training·for villagers.in .managementandadministration.of·cooperatives and the
revolving fund.
.Community.woodlots.
FOOd~for-workprogram ·.forcommunity developmentprojects..
Technical· training •• in improved.cultivation techniques,. conservation·of forests, soil
and wildlife; •and basic· business skills.
'Training of village health .volunteers to provide health and family planning servic-
es. . . .
A cooperative program between BPS and.KhaoYaiParkto reforest park lands
.previously· under illegalcliltivation.·and·demarcate·the park.boundary.

Results:. Encroachment on parklands has been.halted, existing farms inside the park
removed,andpoacmnggreatlyreduced. Theprogramhas.beenexpanded· to adjacent
villages. . .

SOURCE: Johnstonetat(1992)~ .
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Box 5.4 Example of Natural Resource Cross-Policy Analysis: Water Quality In
Central America

Policies. mother sectors.generate pressures· on water qUality that can confound
the effectiveness·of even the best environmental protection policies. Industrial growth
provides an obvious example. Although eacbsource of industrial pollution can be
controlled more stringently, increasing .. the number of sources·will outstrip the gains
made from better controls at each individual source.

Industrial policy can also .affect .the success··or·failure· of water qUality protec­
tionwhen.it detennines which produetiontechnologies.will be promoted or will benefit
from ·various .subsidies·andconcessions.· Although thereis·only limited evidence, manu­
facturers.·may· migrate·from· industrialized countries to .escape.more stringent environ-

. mental regulations, and the industries that migrate tend to be more polluting.

Subsidies may come in the form ofraw material pricing policies that are
advantageous to industry .but that. ~sult ·in inefficient.allocation. ofthese .materials and
lead. to .greater .throughput, .waste and ··greater.pollution.· Chemical. and· mineral·· feed- .
stocks are two important .. raw.material·categories·witbimportantenvironmental· implica­
tions•. However,the conclusion also extends to water pricing policiesfor both industry
andhouseholds~ Adjusting water prices to reflect true costs could reduce the magnitude
ofwastewater .generation. . .

.A host ofother policies indirectly detennine the ·level of water quality. .Popula':
tionpolicies that encouragtiurban migration andgrowth,increaseuman densities and
therefore the size ofpopu)ations at risk. land use poliCies thaf encourage tbeconcen­
tration of industrial facilities heavily tax the ability ofsurface water bodies to assimilate
wastes.•..Where hydropower.is .important forelectricitygeneration,flow rates·.for inland
rivers may .be adjusted to meet energy needs, with possible n~glltive~plications for
tbeserivers'assimilative capacity Jor.either treated or.untreated wastewater~ .

.Short-tenn··needs, .sucb as· economic growth •• targets, tend :to·drive. the policy
.agenda while environmental consequences.manifest themselves .. over the lQngrun.This
.·.·tendency·towardshort~tennborizonsworkstotbedisadvantage ofenvironmental ..
.:.matters unnlthey .• become aeute~· .Theeostofaddressingacuteproplems is· often ..••.
··probibitive,whereasthecQsfofpreventi()Jl would·ha~ebeenJeasibleif instituted at the.
outset.

SQURCE:lobnston,etal. (1992).
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Box S.S Possible Chapter Structure for Presentation of Analysis In Po'icy
Inventory

TITLB: KRY ISStJB ARBA

Subtitle: Key Issue

Key Points
Key point .Dumber 1
Key point number 2
Key point number 3

Subhead: Policy number 1: Analysis in paragraph form

Likely ·1q;)acts. of· Policy number 1

Impact variable· number 1
Impact number 1
Impact number 2

I· Impact·variable nUlllber 2
Impact number 1
Impact number 2

Subhead: POlicy. nUlllber 2: Analysis in· par grsph form .

Subhead: Policy number 3 : Analysis in liar graph form

Subtitle: .Research .. QuestiOl1s

Subtitle : References

SOURCE: Based<on Johnston etal.(1992) .
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Figure 05.1 Hypothetleallssue-Based Impact Graph
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Figure 5.2 Hypothetlc:allssue-Based Policy Presentation: Agricultural Export
Development
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6. COMPLEMENTARY ANALYSES

An agribusiness policy inventory provides a large amount of mostly qualitative infor­
mation and analysis on policies that affect the agribusiness sector. An inventory is a useful tool
for organizing such infonnation in advance of a policy refonn effort or project development.
To further these same objectives and develop more precise infonnation in certain areas, the
following tools will complement the inventory.

If the inventory had a specific commodity focus, then the rapid reconnaissance (RR)
method may have been used to study one or more subsectors in detail. If the inventory had no
specific commodity focus, then an RR study of subsectors highlighted by the inventory may be
useful. RR provides more detail on the structure of an agribusiness subsystem and the
constraints that affect it. IS

Because data on the agribusiness sector as a whole are often not available, a separate
study of the contribution of agribusiness to income and employment may also be warranted. 19

The results of such a study could help to justify development support to the agribusiness sector.

The Policy Analysis Matrix, or PAM, developed under the Agricultural Policy Analysis
Project, is also a systematic way to analyze policy infonnation. It organizes prices and other
budgeting data to reveal in numerical tenns the distortions created by policies. The results of
the PAM can be used to analyze the impact of policy on competitiveness, fann-Ievel profits,
economic efficiency, and comparative advantage.20 Since agricultural policies affect
agribusiness, both directly and indirectly, such an exercise could also be very worthwhile.

18see Holtzman et aI. (1993) and Holtzman (1986).

19See Ouedraogo et aI. (1993).

~See Manke and Pearson (1989) and Gotsch (1991).
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APPENDIX A GENERALIZED POllCY MATRICES

Table A-I General Indicators of Policy Environment

Policy Type

laborl Non-
Overall Monetaryl Human traded

Assessment Fiscal Financial TradelPricing Regulatory Capital factms

-
Public/private \ Fiscal (inter- Inflation! Openness of Complexity, transparency, Policy Policy
sector roles naI) balance growth of economylAnti- and certainty of reguIa- stability stability
Market/planned Policy stability money supply export bias tions
orientation Policy stability Policy stability Enforcement of regula-

tions
Policy stability
Privatization program?I
posSlbilliy of nationaliza-
tion
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Table A-2 Ptllides Having an Economy-Wide Impact on Agrib~

Policy Type

Intended Non-Traded
Policy Monetary! I..aborl Factors and
Scope Fiscal Financial TradelPricing Regulatory Human Capital Services

Economy- Taxes on in- Fixed/controlled Import duties, Investment licensing (local. foreigJi, owner- MigIation policies LaDd useJzmiDg

wide come, divi- interest rates ('IS. quotas, bans, ship/co. size limits), other rc:mictions of IProvision ofedn- GnermneDl
dends, capital T-bill auctions subsidies business establisbment cation tnrling
gains for reference Export duties, No-objection certificates Access to training, ~raiI, air,
Sales, value- rate), incl. subsi- quotas, bans, Trademark protection especially D1lII!age- port aTaiJabitity
added tax (na- dies subsidies Truth-in-labeling ment lIIld project lIIld access (meL
tional, stale, Directed credit Exchange rate re- Go-public regulations tied to paid-up capital UJa1ysis regioBaI)
local) Natiooali.zed gj~ ~~uation Banking regulations (reserve requirements. Minimum wage Transport subsi-
Income tax banks and access) lending requirements, Iemoflng woIting Labor Ie3trictiolls dies, tues
incentives (new Method of deficit Trade licensing capital) Labor reJatioDs Trade, mw-<hrwat
'Is. old invest- finance and fees Securities regulations (share issue price Ie- services promotiuu
ment, regional) Foreign aid Minimum. or strictions, disclosure, broker regulation/in- Housing Access to infar-
Subsidies on in- Loan redis- maximum trade sider trading) Health mation, via
vestment, fcui- counting prices Accounting standards phoue. fax, etc.
bility studies Credit bureau Duty drawback Repatriating capital, profits Water, gas. pow-
FOIeign (dou- Islamic banking Domestic price Conditions on production: domestic content, er a'Vailahitity,
ble) taxation controls required exports, technology sharing permils
tfP..aties Utility rates. Anti-trust laws Transport resIric:-

subsidies liability laws/awards (cf. ago chemicals) tioDs
Barter and bila!- Dispute settlement procedures
era! agreements Regulatory fees
:'3xport process-
ing zones

A - 2
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Table A-3 Policies Having a Sector-Wide Impact on Agribusin~

Policy 1)'pe

Labor! Nan-Traded
Monetary/ Human FadDIS and

Intended Policy Scope Fiscal Financial TradelPricing RegulatoIY Capital Se:rria:s

"Sectarsl" Agriculture Income tax ex- Subsidized credit luput subsidies (seed., fertilizer, mac:hiDezy, PestK:ide aDd envi- Miniumm Resuidioos .. size of
emption (explicitly or im- pesticides) ronmental regolations wage w.d hoIcfiDg, !aDd !e-

Land tax plicitly lhrougb Government production lDdIor maIketiDg Quaramiue laws and form ProgrmIS

Tax on land liberal forgive- of fertilizer, pesticides regulations RaeardI. exteusioa
transactions ness) hrigmoll
Market taxes Specialized banks Snbsiefized public IaDd

Imta1
Go.ta1lliWOD-pr~ided

land imprOidDS.
c:uJI:iTmm., c:ustDm

Iwvestiz!g

Agribusiness Income tax Subsidized credit Import duties, e.g., on packaging materi- Proprietary rights Miniumm 1Ddmtrial_
incentives (new Specialized banks a1s, processing equipment laws wage (Air) freight £hsidy
vs. old invest- Directed cmlit Export duties, quotas, balIS, subsidies InveslmelJt licensing La!lor:e- Coid storage qJenIion
ment) (e.g., cold Itor- Trade licensing and fees (mel. foreign) slrietions, A~ess10 iuf..lI*Iim.,
Market taxes age) Access to imported raw materials Regulatory exemp- exemptioos via phoae. fu, etc..
Subsidies on l.imitA on work- Access to foreign eXd1ange lions (e.g., environ- SUbsidized public land
investment, ing capital Duty drawback mental) I'C:IIlal
feasibility stud- against coUateral Domestic price controls Domestic CODteIIt Trade. iD._ pr<>-

ies of perishable in- Barter and bilateral agRemelttS laws (deletion pro- IIIlJtioo.
ventoI)' MuIti-tier exchange rate gram) Water, ps., pc:r;;reI"

Margin, r=~-up controls Preferenli.alaccess to availability
Input subsidies raw materials for
Price controls parastatals
Utility rates, subsidies

A - 3
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Table A-4 Major Impacts of Policies on Key Economic and Agribusiness Variables

Policy Type

laborl Non-traded
MonetaJy/- Human Factors and

Impact Variable Fiscal Financial TradelPricing RegulatoI)' Carita! Services

Government Reve- Taxes inetuse reve- Trade tues are often a major source of EdueaIioa lnvestmedS iD-

Due and Expendi- nue; projec:tli and pro- revenue; COIl5U1DCl" and agricultura1 lequires crease 9pmfi-

tores
grams incruse expcn- input subsidies are often major expendi- cutbys tuIu

ditures lUres .

Inflation ExCC5Sive growth Price policies lhat increase the price of
of money supply key goods (like staple foods) may iD-
and credit policies crease inflation
lhat lower interest
rates increase
inflation

Agribusiness Invest- If agribusinesses nor- Directed credit, Trade aud price policies can restrict Regulations can raise the Lack of The availabilil:y

ment and Output mally pay taxes. high credit subsidies ac:cess to or nise the costs of ilIpats. east of doing business or education en iDfurmaliou
tax rates will disc:our- and related poli- dampening investment and output; present barriers to iD- results in and infrutrudure
age investment. If cies and restric- overvalued exchange rates disc;)urage Vestmml lower quaIi- are key &etors in
they do not, tax-based nons can promote foreign investment; low prices in agri- ty 1Ibor. an investlDeU
incentives (including or hamper invest- culture lead to less production of agri- precluding decision aud in
to 10000tc in rural ment in particular business raw materials; subsidies on or diminish- <:orIinning pro-
areas) will be ineffec- sectors imported inputs dampen investment in iugsome cfaetioo
live. input industries kinds ofiD-

Vest!DeDl

Agricultural Ex- Adequate income tax Export credit Export duties and overvalued exchange Phyto-sanitaty and other Speciar".ed infra.

ports collection can relieve subsidies or rates lower the competitiveness of ex- regulations may present struetme and cur-
the need for more- restrictions affect ports significant barriers to rent information
distorting trade taxes the volume of exports; a smooCh quality are cmciaI for

exports control system is a boon many .gric:uItaraI
to exports exports

A - 4
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Table A-4 Major Impacts of Policies on Key Economic and Agribusiness Variables (cont'd)

Policy Type

Laborl Non-trad-
Impact Monetary/- Human ed Factors
Variable Fiscal Financial TradeIPricing Regulatory Capital and Ser-

vices

Agribusiness Asset taxes (deprecia- Low interest Overvalued exchange Lack of educa-

Employment tion allowances) raise I'lItes lower the I'lItes can favor the Un- tioo and training
(lower) the cost of cost of capital portation of capital oppoItuoities
capital, raising (low- and the Iabor- goods and result in less will put many
ering) the Iabor-inten- intensity of the labor-intensive produc- jobs out of
sity of the technology technology tion reach; labor
chosen chosen laws like the

minimum wage
may also lower
the level of
employmeDl

Domestic Quotas can limit com- Lack of enti-tmstIanti-mooopoly

Competition petitioo by limiting laws can lead to unfair competi-
access to IliW materials tioo and ooncentration of assets

Agribusiness Price policies (quotas) Lack of educa-

productivity can distort (restrict) lion and tnlining
factor or resource use, opportunities
leading to the use of and labor rigid-
inferior technology ities stemming

from rcgulatioos
canbcp~

duc:tivity low

A - 5



Table A-S :Major :Effects 01 1e :l'olicy ]~nvironmenlt, Including Common Constrain1ts 1to Agri~\!Siness Development

"
$.:-.--

Policy Attribute

Impact Free Markets (vs. Government
Variable(s) Intervention, Planning) Policy Stability Openness of Economy Enforcement ofRegulations

Agricultural Free markets allow exporters to RSpond more Stability is .-easuy for exporters to establish Directly promotes trade Quality IUDIfards eoiIInce !be repubIi

Exports quickly and appropriately to new opportu- working relationships with importers ofa COUIIII)"s products. so exporIS

nities IbooId iDc:rease; IicemilIg aDd 0Ibet
resIric:tioos 1!18)' reduce tmde

Agribusiness Competition with paraS1lltais is one of the Instability of policy, and the accompanying Openness enlarges the poleutial InvestmemlicensiDg and other restric:-

Investment and most importanl constraints to agnllusiness un<:ertaillly, is another key constraint to invest- market and allows uew ideas and lions lower 01" QJl mjplJoAb: invat-
development in many countries ment new technology to enter the dome5- ment

tic martel
Output

Government It is not clesr whether net government expen- Policy stsbility is likely to make government If trade taxes are a subSWllial. pOI"- Better enfilrcemem requires more upen-

Revenue and ditures would be higher with free markets or revenue more predictable tioD of Governmad reveooe. the di1ure, aIthaugh for iIems tie gmdes

Expenditures
with intervention; however, heavy interven- latter may be less predictable with and standards, the coszs are probably
tion has often led to substantial ioeffic:iency an open ec:ollOmy low with respect to the pottDiaI beDefib
and!or subsidies to public enterprises

Inflation PIanoed economies may seem to have less An open ec:ooomy may import more
inflation, but there i:l often muc:h hidden io1IatiOD (see "Free Maricts")

inefficiency

Competition Free markets maximize competition and the Policy ioS1IIbility is often accompanied by reot- Openness forus firms to compete at Enforcemed ofami-tnut (anIi-mcacp-
resulting efficiency and c:onsumer satisfaction seeking (non-c:ompetitive) behavior; stsbility the international stmdard oJy) reguIdions \\'tJlJld pIOlDDle~

alone would not oec:essarily lesd to more petition
competition

Agribusiness Free markets generally lead to more eflident Policy stability can promote higher prod~M- Openness allows more new tec:bnol- m..-estmeIll1icensIng aDd olher rsric-

Productivity use of resourc:es in my partic:ular sector ty. since fir:!.,- can focus on learning to p;:\~- ogy to enter the ec:ollOmy, from lions can misaDocate~ Ieadio
duc:e aDd market c:ertaio products effk;~y whic:h appropriate ones can be cho- to lower prodl1ctivity

sen

A - 6



APPENDIX B CHECKLIST OF POLICY INSTITUTIONS BY POLICY TYPE

National Government

All Policies
Legislature
Cabinet

Fiscal Policies
Ministries/Departments (National, state, and
local)

Finance
Subsidiary or autonomous agencies

Internal Revenue

Monetary Policies
Ministries/Departments (National, state, and
local)

Finance
Credit and Investment Organizations

Monetary Board/Central Credit
Consultative Committee
Central Bank
(Nationalized) Commercial banks
Export-Import Bank
Agricultural Development Bank
Industrial Development Bank
Non-bank fmancial institutions

Trade and Pricing Policies
Ministries/Departments (National, state, and
local)

Agriculture
Commodity-based ministry-like
bodies
External trade/Commerce

Subsidiary or autonomous agencies
Agricultural Prices
Customs
Export Promotion
Fair Trade, International
Prices and Incomes

Parastatals
Marketing organizations
Producing corporations

Regulatory Policies
Ministries/Departments (National, state, and
local)

Commodity-based ministry-like
bodies
Environment/Interior
Industries
Planning
Science/Technology

Subsidiary or autonomous agencies
Animal & Plant Health Inspection
Consumer Produc~ Safety
Environmental Protection
Fair Trade, domestic
Food and Drug
Interstate Commerce
Investment Promotion
Occupational Safety & Health
Patents
Privatization
Science and Technology
Small Business
Standards

Organizations controlling credit and invest­
ment

Monetary Board/Central Credit
Consultative Committee
Board of Investment
Central Bank
(Nationalized) Commercial banks
Export-Import Bank
Securities and Exchange Commis­
sion (Registrar, Controller of Capi­
tal Issues)
Agricultural Development Bank

/



Industrial Development Bank

Labor and Human Capital Policies
Ministries/Departments (National, state, and
local)

Education
Labor

Subsidiary or autonomous agencies
Labor, Management Training

Non-Traded Factor Policies
Ministries/Departments (National, state, and
local)

Agriculture
Commodity-based ministry-like
bodies
Economics
External trade/Commerce
Industries
Planning
Science/Technology
Transport, Communications

Subsidiary or autonomous agencies
Agricultural Research
Agricultural Prices
Investment Promotion
Science and Technology

Transport, communications, and utilities
Gas, electric utilities
National airline
Port trust
Railroad
Water

B-2

IntemotloDal
Development banks

World Bank
Regional development banks

International Monetary Fund
Bilateral donors
International NOOs

Domestic NGQs
Producer associations
Industry/Trade associations
Labor unions
Issue-oriented non-profit organizations
Professional associations

I,



APPENDIX C CHECKLIST OF MPACT VARlMILES

Note: Many of the variables listed below may be affected differently in the short and long runs,
so the analyst may wish to consider these impacts separately.

Output/income

Agricultural
Agribusiness
Rural
Total

Total Exports
Agricultural exports
Total Imports
Agricultural Imports
Net trade, total
Net trade, agricultural

Investment

Total
Agribusiness

Savin~s

Public
Private

Consumption

Government bud~t

Government revenue
Government expenditures
Government fiscal balance

Inflation

Employment

Total
Rural
Agribusiness

Labor-intensity of production

Total
Agribusiness

Income distribution

Total
Rural-Urban

Distribution of assets

Competition

Co(porate profits

Total
Agribusiness

Technolo~ical improvement/productivity

Agricultural
Agribusiness
Rural
Total



APPENDIX D SCOPE OF WORK FOR AN AGRIBUSINESS POLICY INVENTORY

Introduction

USAID missions are active in many areas related to agribusiness, including policy reform,
privatization, development ofanalytical capability, investment promotion, development ofcapital
markets, commodity imports, and infrastructure. Government policies have important impacts
in all these areas, so an understanding of these impacts is crucial to good project and program
design.

APAP II has developed a new tool-the agribusiness policy inventory-that can serve those
missions interested in the agribusiness sector. The agribusiness policy inventory compiles and
analyzes those policies that have an im~')act on the sector, improving understanding of the overall
impact. An inventory analysis can answer several kinds of questions, including the following.
Do policies promote or hinder agribusiness development? What are the main impacts of these
policies? Which policies should get priority for reform? The answers to these questions can be
used to examine the effects of policies on project objectives, to outline a policy reform program
and support policy dialogue, or to select issues for further analysis.

Policy Inyentory Method

The agribusiness policy inventory has several standard components. The heart of the
analysis is the identification of policies that affect agribusiness. Accompanying the policy
infonnation are a catalog of the public and private institutions making and implementing policies
and a preliminary qualitative assessment of the impacts of these policies. The inventory report
also specifies broadly policy alternatives.and possible reforms. An inventory covers all policies
that have a significant effect on the agribusiness sector. Fiscal, monetary, trade, regulatory, and
other policies (pertaining to ~oo:!humancapital or other non-traded factors) may be included.
They are examined at the economy-wide, sectoral, and subsectoral level. Sectoral policies can
be broken down into agricultural and agribusiness; subsectoral policies into commodity- and
industry-specific.

Inventory coverage is usually broad, but target issuc(s) or subsector(s) can be specified.
If sufficient data are available, the inventory can include a brief description of the importance
of the agribusiness sector. Finally, the inventory can focus attention on the impacts of policies
that affect agribusiness on particular areas. Common areas to examine are production,
consumption, and trade; others are employment, inflation, and competition.

/
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Oblectlyes

The immediate objective of this activity is to conduct a.1 agribusiness policy inventory
that will provide the analytical background for the development 0: an agribusiness project in
(countO') . It will also help shape an agribusines!: policy refonn agenda.

This activity will be carried out in five phases.

• Phase 1: Inventory initiation trip

In the first phase, the team leader travels to the country sponsoring the inventory to:

a) Clarify what the sponsor can expect from the inventory (and, sometimes, what will not
hr, included).

b) Discuss the selection of impact variables and specification of any key issues, agro­
industries, or subsectors.

c) Interview local analysts, and possibly arrange for them to begin collecting certain data.

• Phase 2: Literature Review and Preliminary Data Collection

In the second phase, the home office team in the United States will:

a) Collect infonnation in the United States, and

b) Prepare a work plan for the fieldwork.

• Phase 3: Fieldwork and Preliminary Analysis

The third phase will encompass the fieldwork.

a) The full team will discuss with the Mission its preferences for preferred target
issues/sectors and any particular areas of impact in which it has an interest.

b) After refming its work plan, the team will conduct interviews with the Mission,
government officials, and private sector agribusiness individuals and gather further sec­
ondary infonnation. The team will review laws and regulations as necessary.

c) The team will analyze the infonnation gathered and begin organizing it into an inventory
matrix.

d) Preliminary findings will be presented to the Mission for comment.
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• Phose 4: Analysis and Report Preparation

In the fourth phase of the activity, the U.S. team members will return to the United StatoR
tel:

a) Complete the analysis.

b) Write the report.

c) The report will be sent to tile Mission for comment. These comments and others from
internal and other reviews will be incorporated into the final report.

• Phase 5: Presentation of Results

In phase five, the U.S.-based members of the team will return to (country) to make a
formal presentation of the findings to the Mission, the Government, and the private sector.

Deljyera~

At the end of this activity, the contractor wilt present to the Mission a final report. The
report will be an analysis of agribusiness policies in (counte) ,based on an agribusiness
policy inventory. The report will consist of two volumes: a synthesis volume (ofapproximately
20-30 pages) and a volume containing the detailed agribusiness policy inventory (of about
50-100 pages).

The report will:

• Describe the current economic setting in (country).
• If statistically possible, assess the performance of the agribusiness sector.
• Identify policies that affect agribusiness, presenting them in matrix form and

analyzing policy interactions.
• Catalog the institutions making and implementing policies.
• Mal<e a preliminary qualitative assessment of the impacts of these policies.
• Specify broadly policy alternatives.

The team will present the preliminary findings of the inventory analysis to the Mission before
the U,S"'based hldividuals depart. The report will be fmalized in the United States after
receiving comments from the Mission. The team will return to (couUtly) to present the
fmal report.
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Pergonnel And Timln&

Two people from the APAP team will work witll two local counterparts to conduct the
agribusiness policy inventory. The following qualifications are required for the APAP team
members:

I. Experience and knowledge in one or more of the following areas:

• Agribusiness policy analysis
• Agribusiness analysis

2. Experience with government institutions and private organizations involved in
poJicymaking and implementation of policies that affect agribusiness.

3. ExceIJent interviowing and verbal communication skills.

4. Ability to work well on a team, meet deadlines, and work under pressure.

5. Educational degree at the MBNMS/PhD level in the relevant field of specialization.

The following qualifications are required for the local counterparts or consultants:

1. Experience and knowledge in one or more of the following areas:
• Agribusiness policy analysis
• Law, especially business law
• Regulatory analysis

2. Knowledge ofand contact with government institutions and private organizations involved
in policymaking and implementation of policies that affect agribusiness in

(count1')') .

3. Excellent interviewing and verbal communication skills.

4. Ability to write well in English is highly desirable.

S. Ability to work well on a team, meet deadlines, and work under pressure.

6. Educational degree at the BSIMS level in the relevant field of specialization.
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This activity wlll be cl1nducted beginning !n (date)_, It will be completed before
"'ate) , The Team Leader for the activity wlll be _' will collabol1lte.

In addition, (number) local consultants will provide additional local knowledge and expertise.
The activity wm require~ days of (oames) time, and (numbe.c> weeks each
of the local consultants' tlane.

BudKet

LOB:

Total Cost:

Details are attached,

person-days, of which:
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