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I INTRODUCTION

The mtiation of the USAID-funded Agricultural Policy Analysis Project (APAP) series 1n
1983 coincided with the beginning of an era of profound world-wide economic opportunities and
risks Global economic mterdependence and an appreciation for the power of free market economies
altered the world’s business environment and forever changed the structure of the global food and
agriculture sector National governments assessed their economic and sectoral policies and revised
them slowly as economic tools and analytical methodologies became available They began to move
from interventionist and distortionary policies toward those that acknowledged the efficacy of
markets 1n allocating resources New global trade agreements and the emergence of forceful new
and expanding trading blocks have also influenced the world’s agriculture structure In addition
people everywhere are more aware today than ever before of the fragile state of the environment and
productive resource base upon which agriculture 1s dependent

USAID recogmzed the implications of such profound change 1n the world’s agricultural
sector early mn the process, and decided to actively participate in and facilitate that change and utilize
the opportunities 1t offered to help reach the Agency’s sustainable economic growth objectives

USAID has long played a leadership role 1n the donor community on establishing priorities
1n agnicultural policy, 1n influencing other donors’ policy mitiatives (particularly related to economic
liberalization), and 1n understanding the growing role of markets and agribusiness in agriculture-
based economic growth Through a clearly articulated approach to policy reform and economic
development, USAID has lead strategic thinking and assisted developing countries to understand and
promote the growth and poverty reduction potential of their agricultural sector Bi-lateral dialogue
has been a major tool used by USAID to generate this economic and agricultural policy change

Through the APAP series of development mterventions, Abt Associates Inc and its
subcontract partners provided agricultural policy assistance to USAID central and regional bureaus
USAID field missions, and host-country decision makers during the period 1983-1999 USAID
mussions and bureaus have obtained country-specific assistance through buy-ins to the project, while
core funds were utilized to support limited synthesis research, training, methods development, and
dissemination to enable countries to benefit from the experience of other countries

Thus report covers the final five years of APAP, 1993-1998, known as APAP III However
to solely focus on APAP III and describe accomplishments and results without a discussion of the
early and mid-life of APAP would provide an incomplete picture because the key 1ssues addressed
in APAP III, in fact, evolved during APAP I & II The following section provides a brief
background of the full fifteen years of APAP activity
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II BACKGROUND

APAP I (1983-1988)

APAP I provided a broad range of analytical support services and traiming programs for
USAID mussions 1n all geographical regions of the world as they began to mitiate policy dialogue
with host country governments, the goal of which was to promote sustainable economic growth
through policy reform The central themes of APAP I included

1 Price policy reform (including work on input subsidies, price supports, official marketing
margins, consumer subsidies, cereal export reform, and the effects of exchange rate reform
on agricultural incentives),

2 Expanding the role of the private sector through privatization of fertilizer distribution
liberalization of grain marketing, and elimination of policies that promote food imports,

3 Food aid to support policy reform by mimimizing the short-term negative impacts on
vulnerable groups 1n society,

4 Bulding the capacity of host governments to conduct and apply rigorous agricultural policy
analyses, and,

5 Identifying and analyzing policies and ther effects on agriculture

APAP technicians and specialists designed many of the tools and methodologies for better
and more meanmingful policy analysis Many of these tools (such as the policy inventory, ADO
Guidelines for Policy Analysis, etc ) are useful even today, more than a decade since their creation
Likewise, most of the 1ssues 1dentified 1n the early years of APAP remain significant especially in
the countries of the ex-Soviet Umon and Eastern Europe where privatization, price policy, and equity
1ssues are high-priority government concerns

During 1ts first five years, APAP assisted 26 country missions and three regional bureaus n
analyzing needs and options for policy reform, and n developing institutional capacity for
conducting agricultural policy analysis

APAP II (1988-1993)

APAP 1I followed the first five years as a vehicle to consolhidate the gains of APAP I and
addressed anticipated second generation 1ssues and problems APAP II concentrated on

1 Agnbusiness and international trade policy,

2 Effects of economic structural adjustment on agriculture,

3 Sustainable agriculture and natural resource use, and,

4 Political aspects of sustainable agricultural policy reform
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APAP II activities 1n agribusiness policy and international trade addressed 1ssues that arose
from the impacts created by the broader role of private sector institutions and individuals 1dentified
and supported by APAP1 The Project developed a targeted "Agribusiness Policy Inventory” which
focused on 1dentifying specific policies that mhibit or promote the development of a vibrant
agribusiness system 1n varying cultural and national settings It also developed and applied a concise
methodology to measure the contribution of agribusiness to a country’s GDP to demonstrate the
significant role agribusiness plays in national economies In addition the Project developed and
apphed the Policy Analysis Matrix (PAM) that 1s a tool that allows decision makers to assess the
position of the private sector vis-a-vis trade and domestic policies and market failures Hundreds
of national policy makers from all regions of the world received intense training 1n the applhication
of the PAM 1n their countries The PAM continues today to helps policy makers assess the trade-offs
involved in implementing reforms that ensure efficient resource use

The APAP Il team also developed the Natural Resource Policy Inventory that examined the
linkages between agricultural and natural resource policy agendas In the second five years of
APAP, 24 countries and three regional USAID bureaus were served by nearly 50 buy-ins
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THE AGRICULTURAL POLICY ANALYSIS PROJECT
PHASE III

APAP III (1993-1999)

APAP 111, the final phase of the APAP series of projects, was active during the period
1993-1999 This phase was implemented by a consorttum led by Abt Associates and
consisted of the following organizations

Abt Associates Inc (Prime Contractor)

Development Alternatives Inc (DAI)

International Science and Technology Institute (ISTT)

Training Resources Group (TRG)

Food Research Institute, Stanford University (FRI)

Harvard Institute for International Development (HIID)

Purdue University, Department of Agricultural Economics
International Food Policy Research Institute (IFPRI)

Umiversity of Arizona

Associates for International Resources and Development (AIRD)

Yy ¥ v ¥V v v v Vv v Y

The 1ssues, lessons, findings, and experiences of Phases I and II naturally evolved into the
design of APAPIII The following basic themes were incorporated into and became the primary foci
of APAP III

1 Improving market performance,
Promoting environmentally sustainable agricultural policies, and,
3 Addressing equity concerns

These themes became the foundation of the APAP strategy which mcorporated the following
three interlocking strategic components (1) a core, state-of-the-art research program, (2) capacity
for providing timely policy-related technical assistance to missions, bureaus, and host-governments,
and (3) training and dissemination activities to provide information on policy reform, policy-related
experiences, and widely available analytical methodologies and tools Specific technical areas were
targeted as first-level activities, including (a) international trade, (b) impacts of economic
adjustment programs © natural resources, (d) improved policy-analysis activities, and, (e) the
political dynamics of agricultural policy decisions

To accomplish these activities, APAP III developed three major strategic directions First
APAP was instrumental in providing policy support to USAID Missions and Bureaus Second
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APAP III built a strong base of comparative research syntheses and appropriate methodologies to
improve policy analysis Finally, the project made information and analytic capacity widely
available via traming and dissemination activities around the world The Project practiced an
ntegrated approach so that each strategic direction was complementary and consistent with the other
two The Abt Team's experience in supporting policy dialogue, promoting private sector

mnvolvement, and advising on agribusiness development provided a solid foundation for activities
to improve market performance

APAP III emphasized efforts to make markets work better through better policies It focused
on identifying economy-wide and sectoral policy issues and resolving problems relating to
agricultural growth APAP III addressed some very specific 1ssues The project emphasized the need
to implement policy analysis and reform to make markets work better The project promoted
agricultural and environmental sustainability It assessed impacts of policy reform on various socio-
economic groups and on natural resources, such as water and forests It also built national capacities
to 1nitiate, implement and sustain agricultural policy reform

The APAP III activity continued to apply tools and methodologies developed in APAP I and

II and developed additional tools to address country needs Among the tools not previously
mentioned are

1 Gudelines on National Comparative Advantage and Agricultural Trade - practical methods
for conducting comparative advantage analyses,

2 Gudelines on Agricultural Market Performance - analytical methods to assist in assessing
market performance in developing countries, and,

3 Food Security Policy Inventory - a tool for identifying policies that affect food security, their

impacts, and the priorities for reform or further research

APAP’s changing areas of emphasis have reflected USAID’s changing commitment to and
emphasis on agricultural development and natural resource management since the early 1980's

. APAP I focused on establishing the policy framework in USAID recipient countries
and the policy implications of food aid and trade It also emphasized the need to train
host-country decision makers 1n the policy analysis tools and methodologies available

at the time

. APAP 1II supported structural adjustment, trade, and the contribution of agriculture
to GDP

. APAP HII emphasized policies relating to agribusiness, food security and marketing,

and the analysis of performance APAP made considerable progress in developing
ways to work with decision makers, create demand for policy analysis, and provide
tools that respond to analytical needs as reform efforts evolved
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v SUMMARY OF APAP ACCOMPLISHMENTS

Economic and agricultural policy analysis and dialogue have been the primary tools utilized
by the staff and consultants of APAP IIl to bring about policy discussion change and
implementation Other discreetly different but related tools, including training, exchanges
workshops, seminars, and case studies have also been used widely during the life of the project

During the five-year life of APAP III, APAP specialists conducted work through 43
Technical Service Orders (TSO) through the Core Contract and 24 Delivery Orders (DO) through
the Buy-In Contract (Annex I) This work was conducted 1n 21 countries around the world In total
the APAP series of projects worked 1n 50 countries throughout the world, listed below

Antigua Kenya
Bangladesh Liberia
Belize Macedoma
Botswana Madagascar
Burkina Faso Malawi
Cameroon Malaysia
Costa Rica Mal

Cote d’Ivorre Morocco
Dominica Mozambique
Domimican Republic Niger
Ecuador Pakistan
Egypt Peru

El Salvador Philippines
Ethiopia Poland
Ghana Russia
Grenada Saint Kitts/Nevis
Guatemala Saint Lucia
Guinea Senegal
Hait1 Srt Lanka
Honduras Thailand
India Uganda
Indonesia Yemen
Jamaica Zambia
Jordan Zimbabwe

Over the five-year life of the APAP III activity, demand for in-country assistance was great,
and 1n fact exceeded expectations APAP was able to respond positively to this high demand with
quick turn-around and high-quality provision of technical assistance The project also responded
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quickly to USAID regional bureau requests The Project, however, was less successful in utilizing
projected core budget funds for broad economic and agricultural policv research as origially
contemplated 1n the project design because USAID had to greatly reduce core budget funds 1n
response to general agency budget reductions

This End of Project Report will not discuss each of the almost seventy individual TSOs or
DOs to which APAP III responded To do so would serve no purpose as deliverables for each of the
tasks are available in USAID’s Center for Development Information and Evaluation (A list of all
TSOs and DOs for the entire fifteen years of APAP 1s provided in Annex 1) This report provides
synopses of selected activities which are representative of the collected work performed through
APAPIII

In June, 1998, USAID/W through APAP, III sponsored a world-wide workshop called
“Agricultural Policy Reform, Growth and Food Security Preparing for the 21st Century” which
examined and reviewed the full fifteen years of APAP to identify best practices, lessons learned, and
key 1ssues for agricultural policy, food security and global trade for the future (Annex 2)

Malawi

APAP played a central role in supporting USAID efforts to liberalize Malaw:’s agricultural
economy by providing short-term teams to conduct specific analyses and long-term assistance to help
coordinate the policy reform effort Through these efforts, an economy characterized by pervasive
government control 1s being replaced by one directed by market forces

In 1994, an APAP team coordinated and developed a package of policy adjustment
recommendations with the Government of Malawi, the private sector, and donors Policy reforms
focused on increasing equity and efficiency in Malawi’s agricultural sector through liberalization of
agricultural output and input markets and reform of agricultural institutions The reforms opened
opportunities for the small farm sector by ehimmating production and marketing quota systems that
benefited elite estate owners and government parastatals

Following Malawr’s first open democratic elections, delays in implementing key reforms
threatened to affect agricultural production and productivity For example, policy changes for
liberalizing fertilizer distribution were at an impasse Devaluations of the Malawian currency
affected both the value and replacement costs of fertilizer stocks Ambiguity existed over the
changing roles of parastatals and private sector distributors Government consultations with an
APAP adwvisor led the government and parastatal officials to mmplement liberalization
recommendations quickly

In 1996, an APAP team assessed the functions of the Agricultural Development and
Marketing Corporation (ADMARC) and developed a Strategy and Action Plan for privatization A
second team assessed the food security situation 1n the country and examimed whether changing
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policies support both food security and the transition to a market economy Therr report served as
a catalyst stimulating dialogue on food security and enhancing understanding of the actions the
government can take to promote food security without undermining the momentum towards a market
economy

Madagascar

APAP specialists assisted Madagascar’s transition from a state-dominated to a free market
economy They analyzed the impact of price reform n the rice subsector, demonstrating the
negative economic impact of the existing state monopoly and the related barriers to mterprovincial
trade nrice  APAP’s work was coordinated with the World Bank’s structural adjustment program
and resulted in the liberalization of the rice marketing system

APAP teams conducted studies on the creation of a buffer stock to protect urban rice
consumers from sharp increases in prices due to liberalization and import restrictions A subsequent
study under a different USAID-funded project, the Agricultural Marketing Improvement Strategies
(AMIS) project, highlighted the positive impacts of liberalization on rural and urban consumers

Jordan

Working with the World Bank and GTZ (the German aid organization), USAID assisted the
Ministry of Agriculture in Jordan to design and implement far-reaching agricultural policy changes
APAP II completed a comprehensive analysis of policies affecting agriculture in Jordan The
Miunustry of Agriculture used these findings to develop an Agricultural Policy Charter

In follow-up to that success, USAID requested an APAP III team to work with the Ministry
of Agriculture to develop a planning frame that established priorities for more than 75 potential
reforms rank ordered them within the context of charter objectives, and analyzed the technical and
institutional requirements for implementation Separate APAP teams worked on legal and regulatory
1ssues, environmental assessment needs, and quantitative methods for monitoring progress Each
team hosted a series of workshops to discuss findings APAP provided training to Ministry staff in
computer-assisted analysis and 1n the design and testing of a household-level survey

Through painstaking research, ongoing collaboration, and careful decision making, a

$300,000 USAID mnvestment in APAP III helped Jordan’s policy makers create a more competitive
agricultural sector and leverage $75 mullion in support from other donors and financial institutions

Haita

In the late 1980s, about 60 firms were exporting or processing agricultural products m Hait:
But from 1991-93, the Organization of American States restricted imports and exports and most
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international trade ceased In 1995, APAP conducted an agribusiness sector assessment and worked
with USAID/Hait1 to develop an action plan to address factors that constrained trade

The APAP team recommended that donors provide loan or grant funds to recapitalize Haitian
agribusinesses, establishing an operating capital loan program to enable experienced agro-industnal
firms to increase their level of activity The team also recommended training for loan officers in
Hait1’s commercial banks to increase their capacity to lend profitably and efficiently to the
agricultural sector

The team advised donors to strengthen foreign trade and investment, for example, through
the creation of a clearinghouse for information and advocacy and the provision of grants to mvestors
to reduce the costs of overcoming constraints Finally, the team recommended increasing credit and
extension services to farmers

Each recommendation was designed to increase food security in the short term and reduce
the need for food aid which can remove farmers’ incentives to produce, change local food
preferences, and create uncertamnties that complicate the management of agribusiness
Understanding this connection helped donors and the Government of Haiti to plan for the long run

and put 1n place food security policies that foster agribusiness development, strengthen markets, and
increase agricultural productivity

Egypt

In 1994, under a buy-in with USAID/Cairo, an APAP team assessed the impact of Egypt’s
policy environment on agricultural services and industries Field work involved an extensive review
of secondary materials, including laws and regulations, and interviews with entrepreneurs and policy
makers Using the agricultural policy mventory, the team summarized policies and assessed how
they affected employment, trade, investment, and technology transfer in agricultural enterprises

The team found that many mmportant pricing reforms had been made (including the
liberalization of the exchange rate), but other policies were constraming progress For example, laws
restricting the hiring and firing of employees discouraged entrepreneurs from making new
mvestments and acquiring new technology Although the government had changed its policy of
guaranteeing employment to all university graduates, government offices and public enterprises
remained over staffed, setting a tone that affected the private sector too

Domimican Repubhic

In a review of environmental policies in the Dominican Republic, an APAP team found that
many pressing environmental problems were linked to inadequate policies and msufficient support
for improved cultivation practices The study focused on four key areas sustainable agriculture,
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water resource management forestry, and wildlands and biodiversity It identified the major policies
in each area and cataloged the major government agencies responsible for policy implementation

The APAP team recommended new policy inttiatives, including community conservation
programs and actrve private sector participation in the dissemination of mntegrated pest management
technologies To address soil erosion, the team recommended the development of a national water
resource management plan To improve forestry policies, they advised that resource ownership
rights be clarified, environmental education programs in schools be bolstered, and that forestry
research and management capabilities be strengthened, especially in native species The
development of policies affecting wildlands and biodiversity required studies of the economic and
social value of wildlife species and better coordination among responsible agencies Finally the
team recommended the expansion of two national parks and the development of integrated
management plans to financially benefit both neighbors of protected areas and the implementing
agency

Macedoma

In 1995, an APAP team traveled to the former Yugoslav Republic of Macedomnia to assist the
government in developing a new policy framework Their work was part of the preparatory work
for a proposed World Bank project to support private farmers

Agriculture was the only growth sector in Macedoma 1n 1994 and 1ts role in the nation s
economy was recognized as extremely important The government was just begmning the transition
to a market economy and had begun to work towards the mntegration of its agricultural policy within
Europe and the World Trade Orgamzation It was restricted by the United Nations sanctions against
Serbia one of 1ts largest trading partners, and a Greek-imposed blockade that prevented access to
a deep- water sea port

The APAP team gathered data and conducted analyses on several commodities Analysis
indicated that the level of subsidies and protection was relatively high for wheat and relatively low
for milk and sunflower seed The team recommended that the levels of protection be brought down
gradually by eliminating guaranteed prices based on cost of production and creating a market
mnformation system to provide farmers with price signals They advised the government to assess
1ts strategy of 100 percent food self-sufficiency and determine whether benefits would accrue from
agricultural exports

Although the government gathered social sector mformation routinely, 1t had little
information on the private sector, especially private farms The team recommended that the
government conduct a statistical survey to provide baseline data on agricultural production and
socioeconomic vanables 1n the private sector and determine long-term agricultural comparative
advantage Promising commodities were livestock and early season fruits and vegetables
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Mozambique

A 1995 evaluation of USAID’s Private Sector Support Program (PSSP) in Mozambique
documented the sigmficant changes that had occurred 1n the agricultural and petroleum sectors over
the previous five years An APAP team found that PSSP was an important contributor to the joint
efforts of the government of Mozambique, the World Bank, the International Monetary Fund, and
other donors in reorienting the Mozambique economy towards market-based sustainable growth
Liberalization of agricultural prices had progressed to cover nearly all agricultural products and
people were more and more willing to trust the market process The development of a market
information system, through techmical assistance from APAP, facilitated the hiberalization of prices
and provided a tool for both making and monitoring agricultural pricing policy

Although divestiture of state farms was almost complete, several problems remained,
including conflicting land claims, land access 1ssues for farmers and conflicts relating to urban
spread and access to water The Commodity Import Program provided tractors, small trucks, and
other farm equipment, helped reestablish farm production, improved the movement of people and
products to and from market centers, and increased the supply of agricultural inputs In Maputo and
Beira, a functional free market in food grains and other foodstuffs had replaced the rationing system
Retail trade had been hiberalized and expanded as small-scale 1tinerant traders supplied consumer
goods to rural areas and scoured the countryside for farm products to retail 1n an increasing number
of open-air markets

Food aid, provided by the United States and other donors, was handled i ways that
contributed to the development of private trade in grain  Until 1990, state-owned milling and
wholesaling enterprises were the sole recipients of program food aid When these public firms failed
to make all of their counterpart local currency payments donors decided to allocate part of the maize
to private millers In 1991, private mills handled 20 percent of food aid, 1n 1992, they handled about
80 percent of food aid In subsequent years, all commercial food aid was allocated to the private
sector

PSSP’s policy agenda included petroleum importation and marketing because of the need to
assure adequate fuel for transportation and agricultural activiies USAID was active in policy
dialogue, contributing to significant policy reforms n the importation, pricing and marketing of
petroleum products

Activities included on-the-job traiming, and degree and non-degree courses for a small
number of Mozambican professionals These individuals are now addressing Mozambique’s
ongoing work 1n private sector development
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Russia

The 26 states of Central and Eastern Europe and the Newly Independent States of the former
Soviet Union have been undergoing profound social, political, and economic transformation since
1989 Perhaps more than 1n other countries of the region, the evolution of Russia’s economy and
society has created an mncreasing mternational nterest to participate in the transformation and benefit
by the emergence of this potentially huge market Today democratically elected regional leaders
have growing power i Russian decision making Crucial decisions about policy reform which
policies and how dramatic the reform are now made at the regional level

Eight years after the collapse of Moscow’s political and economic levers, the Russian
federation 1s still evolving Functioning central executive and legislative bodies have failed to
emerge to replace the old regime, and regional leaders have surfaced to fill the voids left behind
The United States recognized this diffusion of power in Russia and 1t’s policy implications in the
m1d-1990's, and began to focus policy interventions on Russia’s governors and other regional leaders
and to target assistance on regions where local those leaders demonstrated a commitment to open
policy discussion and reform

The USAID-sponsored Program to Revitalize Agriculture Through Regional Investment in
Russia (PARI) was a USAID/W Global Bureau APAP III buy-in and originated from concerns of
the Working Group on Reform and Privatization of the Gore-Chernomyrdin Commussion (GCC)
The Working Group searched for effective Russian partners to bring about political and economic
reform and chose to strive for accelerated agricultural reform at the local or regional level to create
the right business conditions to stimulate investment Regional leaders became the U S
government’s partners 1n agribusiness development

PRARI was designed to analyze existing national and regional agricultural and investment
policies 1n Russia and promote trade and investment The stated objectives of PRARI were to
identify current policy constraints to domestic and foreign agribusiness mvestment 1n Russia and to
recommend further actions at the regional level to improve the environment for investments 1n this
sector During this process PRARI staff and consultants worked closely with Russian and U S
interests to identify five primary and five secondary regions to participate in the program Assistance
provided to the selected regions included technical assistance 1n investment and regional policy
1ssues 1nstitutional strengtheming, investment promotion traning, market and investment
intelligence, and region-specific subsector analyses following a commodity systems approach Key
pertodic public events, combined with the consistent support of PRARI consultants, USAID and
the USDA have guided PRARI’s course

The design of PRARI was legitimately based on principals of decentralization, the impact
of the program and concrete results that must necessarily vary from region to region and between
policy expectations and new investments The sigmificant variations between and similarities among
different regions, the effectiveness of local governments, the power relations between the center and
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the regions are all factors which affect any one region’s ability and desire to generate and accept
change

PRARI has created significant policy awareness and competition among regions Most
PRARI regions have embraced the concept of creating some type of an investment promotion
mnstitution or center, but still lack the financial wherewithal to proceed PRARI has been
instrumental 1n the development of Russian business and trade associations, and 1n the planning and
conduct of several regional investment promotion fairs and workshops PRARI consultants have
assisted regions 1n the drafting of specific laws and regulations, and now are playing a crucial role
n raising public awareness of the need to enact those laws U S investors and agribusinesses are
now more aware of potential investment opportunities 1n Russia as a result of PRARI interventions
USAID/Russia has now extended and expanded the program

USAID/W

In 1998, USAID/W requested APAP III to develop botha U S strategy for meeting the Food
Summit Target established 1n the 1996 World Food Summut and a recommendation for a Presidential
Initiative to meet those targets The two reports, published 1n September 1998, develop the
foundation and strategy for meeting the Food Summuit target The documents were widely

distributed and form the nucleus of the United States Inter-Agency Working Group Action Plan for
Summut follow-up
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Vv SOME LESSONS LEARNED IN APAP

Thus mitiative to enhance developing countries’ ability to conduct agricultural policy analvsis
and reform has yielded a substantive set of important lessons learned All three of the APAP
activities have helped USAID understand these lessons and 1t 1s important for field misstons to
utilize these lessons to improve the programming of agricultural policy assistance The lessons will
serve as mput mn the development of future agricultural policy research and analysis activities

Agnicultural development 1s directly inked to economic development in virtually every
USAID-supported country Economic growth has been USAID’s “bread and butter” for decades
and the steady decline 1n total resources dedicated to agricultural by USAID over the past several
years has mhibited the development of agriculture in chient countrnies, which has influenced
economic growth 1n those countries Recently, USAID has begun to look again towards agriculture
(policy and agribusiness in particular) as a critical element in development and economic growth,
and has elevated agricultural development again to strategic prominence Imtiatives to “grow” less
developed economies must, 1n most cases, mclude specific agricultural policy and institutional
mterventions

Policy and Institutional strengthening efforts must be understood 1n terms of local level
mmpact While agricultural policy analysis 1s a necessary component of successful policy dialogue
and reform, 1t 1s not sufficient alone to accomplish that end True policy reform 1s locally developed
and owned, and must include all stakeholders Local incentives must be understood and
accommodated, and local tramning and outreach 1s often an important component to agricultural
policy reform

Donor coordination practice it, don’t just talk about it Policy reform 1s by definition
a process which includes research, analysis, formulation, dialogue, legislation, local understanding
and behavior change To achieve that with the limited resources of USAID bilateral regional, or
global programs, 1s a daunting task Other agencies 1n the international donor community face the
same challenges Even with multiple donor programs 1n a given country policy dialogue 1s often
bilateral dialogue, sometimes transmitting conflicting messages to local governments Effective
policy change requires the combined efforts of all development assistance activities 1n the country
It imposes a higher responsibility on donor coordination

Agricultural policy reform 1s not accomplished m a vacuum Agriculture 1mportant as
1t1s 1s just one sector Policy dialogue 1s multi-sectoral Agricultural policy dialogue 1s conducted
within the context of a variety of sectors --- forestry, urban, industry, etc , and efforts to promote
agricultural policy reform must take nto consideration inter-sectoral conflicts and
complementarities

Tming 1s key Good, effective policy dialogue 1s demand-driven or builds demand as
people learn more about the results and implications of good policies It must respond to local
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interests and requirements Timing 1s an important element of the local setting If one attempts to
engage n policy dialogue on policy 1ssues when the local policy makers are engaged mn other 1ssues
or have yet to express an Interest in that specific issue, the dialogue will likely lead nowhere
Conversely, important events such as a change 1n government can create a target of opportunity for
successful policy dialogue

Policy dialogue requires sohd analysis A sohd analytical base 1s necessary for effective
policy dialogue Good analysis establishes credibility and helps the analyst understand the
underlying causes of an 1ssue Also, solid analysis obviously 1s more likely to lead to effective
policy than no or poor analysis
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V1 CURRENT TRENDS AND RECOMMENDATIONS FOR THE UNFINISHED POLICY
AGENDA

Trends

The purpose of this section of the APAP III End of Project Report 1s to develop a set of
recommendations for USAID mvolvement and intervention in the agricultural policy arena over the
next 5 -10 years

A decent standard of life 1s within reach of many millions of the world’s most severely
impoverished people USAID can help achieve this vision through improved specification of
priorities for accelerated agricultural growth and consequent massive employment increase and
poverty reduction Concurrently, newly emerging economies can be assisted in capitalizing on
potentials for high-value commodities to reach the four to six percent agricultural growth rates that
are within therr grasp That will make a contribution to non-farm employment growth and provide
stability for their industnal transformation

In this broad context, analysis at the completion of APAP III has 1dentified three unique sets
of trends for the past two decades which provide different yet equally important lessons for USAID
policy assistance as the Agency prepares for the next ten-year program cycle

The first and most striking trend has been the extraordinary income growth experienced by
billions of people 1n Asia and elsewhere The umque trend associated with rapid agricultural income
growth has been steep declines in poverty levels over the past 20 years Recent data show that this
decline 1n poverty was mimimally influenced by manufacturing and urban growth, and was 1n fact
virtually entirely the result of the direct and mdirect effects of agricultural and rural growth These
are stunmng findings that must be understood and utilized 1n developing future policy strategies
aimed at poverty reduction

More open markets, freer trade, rapid expansion of the private sector, emphasis on high value
commodities, and critical but judicious investments 1n public institutions supported a 4 0 to 6 0
percent growth rate 1n agriculture in these recently successful countries, in contrast tothe 30to 3 5
percent that characterized rapid agricultural growth n earlier decades The large impact on poverty
from rapid agricultural growth 1s due to interactions between the rural sector and the rest of the
economy Growth 1n agriculture generates large increases in disposable income that in turn increases
demand for simple domestically produced goods and services, and hence massive mcreases 1n rural
and market town employment To harvest these benefits, countries must develop a facilitative
economic policy context
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The second trend 1s a less positive In much of Africa Central America and several countries
1in other regions, per-capita income and agricultural production are declining with a concurrent
dechine in employment and rise 1n food insecurity and poverty Persistently low-income economies
are highly susceptible to risks and are unable to buffer themselves from both natural and man-made
disasters Their trade, as a share of global trade, has been sharply reduced These countries tend to
focus for political reason on the urban sector, although their populations are predominantly rural
Concurrently, fragmented foreign aid often makes 1t impossible for such countries to focus on a few
selected priorities and activities that have potential for success The lesson learned through APAP
in this context 1s that USAID should work with national governments 1n such countries to build a
strategy and consensus about the priority areas in the agricultural and rural sectors that will provide
the growth 1n employment and related reduction of poverty witnessed elsewhere

A third, quite different trend occurs in emerging economies of the former Soviet Union,
eastern European countries and the Middle East These transition countries demonstrate a sharp
upward trend 1n unemployment, poor participation in the global economy and trade, and poor private
sector development, particularly m the small and medium scale sector so vital to employment
growth Generally, agriculture has declined to less than twenty percent of GDP but remains the
driving force in employment generation, accounting for at least two-thirds of icremental
employment during periods of rapid growth Increased agricultural production and expenditure of
the consequent income increase 1n the still large agricultural sector 1s the dominant source of
employment growth That dominance 1s reinforced by the redundancy of labor n the mefficient
large scale industrial sector These countries also need a strategy for agricultural policy reform that
1s more growth-oniented with specific emphasis on trade reform, high value commodity production,

productivity- increasing technology, private sector participation, employment generation and poverty
reduction

Thus, the challenge for USAID 1s to 1dentify activities which will maintain and remforce the
favorable trends and reverse the unfavorable ones The former requires additional trade reforms,
further encouraging private sector activities, and speeding the pace of technology generation and
adoption and, in some cases, getting agricultural growth back on the agenda Reversing the
unfavorable trends requires strategic planning to set a few implementable priorities that can bring
accelerated agricultural growth and a focus on the consequent employment impact as the center piece
of poverty reduction policy, as well as pursing the successful measures of the success stories

USAID 1s key to supporting countries in these activities by assisting the development
of consensus-based strategies, affecting the essential macro- policy reforms as well as sector-specific
reforms and institutional investments

Given agriculture’s central role 1n generating employment and reducing poverty, USAID
must continue to replicate solutions that foster policies and mstitutions that promote increased
production, processing, and marketing of crops, livestock, fish, and forestry products Successful
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solutions must harness the benefits of macro- and micro-economic reforms to channel private and
public investment to the agricultural sector

Creating the policy environment and mstitutions to promote efficient agricultural growth 1s
ultimately the responsibility of national governments Foreign aid, and particularly that of USAID
can strengthen the national entities and policy-makers that understand and foster agriculture and help
them to focus attention on the critical priorities for achieving sustainable and equitable growth

Recommendations

The following are recommendations that Abt Associates Inc provides to USAID for
consideration as 1t plans the agricultural program for the future USAID should position itself as a
catalyst for continued improvement of client countries’ agricultural sectors by

. Creating opportunities and forums for policy dialogue between policy makers and local civil
society and NGOs to help imform them of all of the implications and benefits of policy
reform and strategic priorities and reduce resistance to needed changes For example, a
regional Livestock Action Plan effort conducted by APAP 1n the Sahel led to better
coordination among nations of their national herds and livestock resources, and subsequent
growth mn herder and trade incomes,

. Developing linkages between both national-level policy forums and international policy
forums APAP guided Morocco’s agricultural policy strategy on trade, which resulted in
Morocco’s move 1nto a world leadership role and its eventual hosting of the GATT trade
round and trade agreement signed mn Morocco m 1994 The result has been expanded
Moroccan trade and a greater ability to enter into such negotiations in the future,

. Helping public officials understand the relationship between the macro- and micro-policies
that affect the attractiveness of foreign investment, as in the aforementioned PRARI work
in Russia APAP conducted this work to improve the policy environments in various oblasts
in order to attract U S agricultural investment 1n the region, resulting in significant changes
i policies that are leading to more attractive investment environments,

. Helping public officials to understand the implications of macro-economic adjustments on
sectoral strategies, as in APAP’s work for the Mexican government and World Bank 1n the
wake of the 1994 peso crisis

. Increasing access of policy researchers and policy-makers to world-level dialogue and
learning through technology access such as Abt Associates has supported in 1ts EAGER
project and 1n Cabinet Networking Leland-sponsored activities for policy makers and cabinet
decision makers,
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. Assisting associations and businesses to improve their access to market information, trends
and globalized networks through internet access, such as Abt Associates has worked on 1n
Southern and Western Africa in 1ts Aglink activities, and,

. Assessing the impact of nominal and effective protection on the incentives faced by
producers as in APAP’s work for the World Bank looking at state and emerging private
sector grain and livestock producers in Romania
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Chapter VIl APAP lll FINAL REPORT

Fiscal Summary

Contractor Abt Associates Inc
Contract# LAG -C-00-93-00052-00
Reporting Period 9/30/93 to 6/30/99

Administrative Information - Core Contract

Contract Data Total level of effort 278 p/m
Total estimated cost $4,847 427
Cumulative level of effort 215 39 p/m
Unused level of effort 62 61 p/m
Cumulative expenditures to date $4,847,427

(including fee)

Remaining unexpended balance $0

Administrative Information - Buy-In Contract
Contract Data Total level of effort 667 p/m

Total estimated cost $18,700,000

Cumulative level of effort 317 66 p/m
Unused level of effort 349 34 p/m
Cumulative expenditures to date $5,167,329

(including fee)

Remaining unexpended balance $13,532,671

Financial details by project are attached Details show task/delivery order costs only



APAP llIl Core Contract Detail

Task

Total Costs
Incurred (not
including fee)

INDRA
Y1 ADMIN/MGT ABT

Y1 ADV/COORD ABT
Y1 ADV/COORD DAl C2
Y1 ADV/COORD DAI C3

Y1 ADV/COORD ISTI
Y1 TSO1 HID

Y1 TSO1 PURDUE
Y1 TSO1 TRG

Y1 TSO10 ABT

Y1 TSO10 DAT

Y1 TSO2 ABT

Y1 TSO3 ABT

Y1 TSO4 ABT

Y1 TSO4 DAl

Y1 TSO5 ABT

Y1 TSO5 ISTI

Y1 TSO6 ABT

Y1 TSO7 ABT

Y1 TSO7 PURDUE
Y2 ADMIN/MGT ABT

Y2 ADV/COORD ABT
Y2 ADV/COORD DAI C2
Y2 ADV/COORD DAI C3
Y2 ADV/COORD ISTI

Y2 TS020 ABT
Y2 TS020 AIRD
Y2 TS021 ABT
Y2 TS021 DAl
Y2 TS021 ISTI
Y2 TS022 TRG
Y2 TS023 ABT
Y2 TS024 FRI
Y2 TS025 ABT
Y2 TS025 TEAMS
Y2 TSO12 ABT
Y2 TS0O12 TRG
Y2 TSO13 ABT
Y2 TSO13 AIRD
Y2 TSO13 HIID
Y2 TSO13 PURDUE
Y2 TSO13 TRG
Y2 TSO14 ABT
Y2 TSO14 DAI
Y2 TSO15 ABT
Y2 TSO15 AIRD
Y2 TSO17 ABT
Y2 TSO17 AIRD

$37 99
$97,856 14
$57,508 03
$72,070 93
$67,061 67
$76,384 61

$414 70
$986 89
$2,118 11
$7,569 65
$5,726 85
$1,941 62
$2,913 04
$22,462 12
$0 00

$0 00
$39,797 02
$1,465 28
$0 00
$17,391 69
$156,314 60
$80,644 33
$47,740 08
$47,742 72
$49,204 28
$231 48
$282,485 61
$42,539 37
$21,014 27
$15,176 20
$3,081 12
$169,638 90
$0 00
$146,142 73
$40,200 00
$0 00
$1,005 66
$286 33
$467 88
$532 67
$643 86
$1,341 52
$0 00
$19,830 07
$0 00
$1,555 67
$0 00
$11,024 95



APAP lll Core Contract Detail

Total Costs
Incurred (not

Task including fee)
Y2 TSO19 ABT $3,992 07
Y3 TS027 ISTI $20,694 41
Y3 TS029 DAI $42,772 10
Y3 TS030 ABT $278,510 03
Y3 TS031 ABT $5,610 05
Y3 TS032 ABT $824 91
Y3 TS033 ABT $20,377 91
Y3 TSO27 ABT $14,859 11
Y4 TS034 ABT $1,133 92
Y4 TS035 ABT $55,175 64
Y4 TS036 ABT $4,295 02
Y4 TSO37 ABT $16,147 75
Y4 TSO38 ABT $6,498 16
Y4 TSO39 ABT $253,237 88
Y4 TSO40 ABT $5,388 40
Y5 ADV/COORD DAI 3 $2,111 67
Y5 TSO41 ABT $6,347 43
Y5 TSO41 DAI $0 00
Y5 TSO42 $9,935 09
Y5 TSO43 $34,897 02
Y5 TSO44 $50,935 81
Y5 TSO45 $52,386 59
Y5 TSO46 $24,071 71
Y5 TSO47 $117,318 12
Y5 TS048 $0 27
YR3 ADMIN/MGT ABT $135,514 83
YR3 ADV/COORD ABT $61,254 12
YR3 ADV/COORD DAI 2 $33,908 41
YR3 ADV/COORD DAI 3 $32,847 91
YR3 ADV/COORD ISTI $76,229 92
YR4 ADMN/MGT ABT $153,854 88
YR4 ADV/COOR ABT $5,720 58
YR4 ADV/COOR DAI 2 $4,895 95
YR4 ADV/COOR DAI 3 $4,895 95
YR4 ADV/COOR ISTI $8,448 11
YR5 ADMN/MGT ABT $173,704 65
YR5 ADV/COOR ABT $66,478 34
YRS ADV/COOR DAI 2 $4,631 99
_ YR5 ADV/COOR ISTI $0 00

Total

$3,402,457 35



APAP lll Buy in Contract Detail

Delivery Order

Total Costs
Incurred (not
including fee)

ECUADOR1
EGYPT1
ETHIOPIA
FOOD SAFETY NET
GRWTH MDLNG
JORDANT1
MALAWI1
STNBLE FNC
ENI

ENI 2

FOOD SECURITY X
GHANA
MACEDONIA
MALAWI 3
MALAWI2

MOZ 2
MOZAMBIQUE 1
OECD X

PERU

PRARI

SAHEL
SENEGAL 2
SENEGAL1

Y2 APRW
ZIMBABWE

$126,587 80
$74,827 79
$114,546 91
$32,898 76
$55,370 65
$236,161 54
$115,073 30
$416,364 42
$29,791 07
$33,985 77
$19,647 60
$20,339 37
$79,732 75
$83,170 45
$939,176 64
$73,929 77
$128,579 49
$17,255 80
$33,385 87
$279,513 76
$157,726 49
$762,142 11
$57,421 72
$86,024 94
$116,521 67

$4,090,176 44
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PN-ABX-246

PN-ACA-292

PN-ABL-137

PN-ABH-063

PD-AAZ-386

PN ABC-071

PN-ACD-352

Fr

PN-ACB-541

PN-ACA-296

PN-ACE-699

PN-ABN-044

PN-ACB-540

Agricultural Policy Analysis Project (APAP)
Selected Pubhcations, 1984-99

Abbott Richard David Kingsbury etal 1995 Hau: Agribusiness Assessment
Report No 1004 Volume I Mam Report and Volume II Supplementary Reports (Also
available in French)

Abbott, Richard D and Roger J Poulin 1996 The Future of Admarc A Policy Analvsis
Report No 1012

Abel Martin and Thomas Earley 1991 Demand Management of Thailand's Food System
Report No 309*

Abel Martim and Thomas Earley 1990 The Role of Agricultural Trade in the Economic
Development of Malaysia Thailand and Indonesia Report No 300

Abel, Martin Theresa Bradley, Ahmed Abo-Rawash Azza Emara and Adnan Nassar 1989
FEgypt An Evaluation of Prices of Mayor Agricultural Commodities in Relation to World
Prices Report No 101

Abel Martm 1986 Agricultural Policy Analysis Guidelines Volume [ Concepts and
Principles Main Document No 1

Abt Associates Inc et Development Alternatives Inc 1995  Project d Adjustement du Secteur
Riz (PASR) Plan de Travail Report No 1040

Adoum Carol M and Charlie Stathacos 1997 Policy Reform Workshops
Report No 1027

Adoum Carol M 1997 CSIR S Human Resource Skill Base Market Knowledge and
Commercialization Systems for Institutionalizing the Sustainable Finance Initiative
Report No 1015

Agricultural Policy Reform Growth and Food Security Preparing for the 21st Centur)
1998 Workshop Program

Aluwihare P B and Masao Kikuch1 1992 Trends and Policy Directions for Irrigation
Investment and Management in Sri Lanka Report No 323

Armor Thomas H 1997 CSIR Commercialization Strategy Progress with Start-Ups of
Business Development Units in CSIR Agriculture Sector Institutes Report No 1026

1

Publications with a reference number are available from USAID Publications with no reference number are

available from Abt Associates All reports are in English, except those marked Sp (Spanish) and Fr (French)

2

APAP's report numbering system designates different types of reports Technical reports begin with the digit

one or two core and collaborative research reports begin with three, methods and guidelines reports begin with
four handbook reports begin with five



PN-ACA-302

PN-ABL-930

PN-ACD-679

PN-ACE-298
Fr

PN-ACD-358
Fr

PN-ABQ-133

PN-ABQ-134 Fr

PN-ABQ-649

PN-ABQ-129 Sp

PN-ACA-293

PN-ACF-904

PN-ABQ-141

PN-ACA-297

PN-ABQ-132

PN-ABN-361

PN-ABL-136
PN-ABK-620
PN-AAZ-586

PN-ABC-066

PN-AAZ-495

PN-ABN-030

PN-ABF-993

Associates for International Resources Development and West Africa Enterprise Network
1997 Market Analysis Handbook for the West African Entrepreneur Report No 5001

Azarcon Yolanda and Randolph Barker 1992 Trends and Determinants of Irrigation
Investment i the Philippines Report No 321

Bailey, Lincoln 1996 Study of the Smallholder Coffee Authority Report No 1063

Barry, Abdoul Wahab 1999 Programmes D Adjustement Structurel Echanges Regionaux et
Securite Alimentaire en Afrique De L Ouest Report 1067

Baudouin, Michei et Emmanuel Simantov 1996 Characteristigues Qualitatives de la Demande
de la Riz et Autres Cereales Locales au Senegal Report No 1046

Ben-Senia Mohammed 1993 The Impact of Changes in Agricultural Prices and Public
Expenditure on Household Welfare in Morocco Report No 361

Benito Carlos 1993 Debt Overhang and Other Barriers to Growth in Agriculture n El
Salvador Report No 134

Bernier, Rene 1996 USAID/Ghana Strategic Objective 1 Baseline Data Assessment
Report No 1013

Bingen, R James and Derick W Brinkerhoff 1999 Agricultural Research in Africa and the
Sustainable Financing Inmitiative Review Lessons and Proposed Next Steps Report No 1072

Bivings, Leigh and Carl H Gotsch 1993 Agricultural Policy Analysis Using Market Level
Models Report No 412 Vol IV

Block, Steven and C Peter Timmer 1997 Agriculture and Economic Growth in Africa
Progress and Issues Report No 1016

Block Steven 1993 Proceedings from Workshop for African Policy Makers Report No 137

Block, Steven with C Peter Timmer 1992  The Agricultural Transformation in Sub-Saharan
Africa A Progress Report Report No 342

Block, Steven 1991 The Cotton Economy of Pakistan Report No 121
Block, Steven 1991 Agricultural Data and Databases in Niger Report No 122
Block, Steven 1988 Food Aid and Economic Policy Reform Staff Paper 12

Block Steven 1988 Agricultural Policy Reform in Niger The Agricultural Sector
Development Grant Staff Paper No 17

Block, Steven and Marty Makinen 1987 Tutle Ill and Food Security An Application in
Bangladesh Staff Paper 5

Bowss, Howarth E 1991 A4 Rice Corn and Livestock Sector Model for Analysis of Agricultural
Policies in the Philippines Report No 402

Bradley Theresa, M Basterrechea Eduardo Villagran and Luis A Castaneda 1990
Guatemala Natural Resource Policy Inventory Vols I-111 Report No 108
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Bradley Theresa and Fred Mangum 1990 Belize Natural Resource Policv Inventon
Report No 110

Bradley, Theresa Denms McCaffrey etal 1990 Costa Rica Natural Resource Policy
Inventory Vols I-11I Report No 112

Bremer-Fox, Jennifer 1988 Calculating Border Price Equivalents for Agricultural
Commodities A Field Guide to Measure Market Distortion  Microcomputer
Tool No 4

Bremer-Fox Jennifer 1988 Techniques for Rapid Analysis of Government Market
Interventions Affecting the Agricultural Sector An Application of Partial Equilibrium 4nalysis
Staff Paper 19

Bremer-Fox Jennifer and Samir Zaman 1988 Agricultural Policy Inventory—A Tool for
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Bremer, Jennifer 1987 Agricultural Policy Analysis—Privatization of LDC Agricultural
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Report No 1005

Brown Donald David Brown Jeff Dorsey and Philip Warnken 1995 Mozambigue Private
Sector Support Program Evaluation Report No 1006
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Agnricultural Policy Reform, Growth and Food Security
Preparing for the 21st Century

Workshop sponsored by the U S Agency for International Development (USAID)
Ronald Reagan Building, Washington, D C
June 25, 1998

In June 1998, USAID sponsored a workshop on Agricultural Policy Reform, Growth and
Food Security Preparing for the 21st Century About 120 persons attended, including participants
from USAID/Washington, USAID field missions, the World Bank, and other public and private
sector development organizations In the morming, participants reviewed the 15 years of experience
of the Agncultural Policy Analysis Project (APAP) and other policy activities, to 1dentify best
practices, lessons learned, and key 1ssues At lunchtime, Dr G Edward Schuh, Chair of the Board
for International Food and Agricultural Development (BIFAD), addressed the group In the
afternoon, participants examined trade liberalization and the follow-up to Marrakech and the World
Food Summit This paper supplements the workshop program and presents a summary of the day’s
deliberations, organized to capture key messages worth remembering i ongomg USAID work

Highhghts

The experience of the Agnicultural Policy Analysis Project (APAP) and other policy activities
1dentifies numerous best practices and lessons learned Best practices include listening to
policymakers to understand their perspectives, producing solid analysis, building ongoing analysis
into the reform effort, collaborating with host country professionals to build capacity, having
appropriate tools for policy analysis, and mobilizing private sector mnterests to become stakeholders
Policy analysis and reform require long-term commitments on the part of both donors and host
country governments to allow time to build trust and achieve results

APAP’s history murrors the changing nature of USAID’s commitment to agriculture
APAP’s field-service orientation led to the development of several tools for policy analysis and
many successes 1n supporting policy reform APAP guidelines for promoting policy reform were
mcorporated nto the tramning process for USAID officers APAP-sponsored courses trained over
300 policy analysts and 1ts outreach through reports and newsletters extended to hundreds of
professionals 1n all walks of policy life

The Uruguay Round Agreement on Agriculture and the Marrakech Agreement provide new
rules for agricultural trade The 1nitial impact on food security was negative because food stocks
were reduced and prices increased In the long term, a more efficient allocation of resources 1s
expected with increased agricultural production and trade and a decrease 1n world prices

Since the most food secure countries are those that are integrated into the world economy,
developing countries have a strong interest m trade liberalization Developed countries have a
responsibility to assist by supporting developing countries with trade policymaking, trade policy



adminustration, and techmical assistance 1 agriculture and agricultural policy In addition developed
countries need to curb their own use of trade distorting mechamsms and address food aid 1ssues

Coordinating U S policy and donor assistance to promote food security 1s a special
challenge The US government needs to develop a coherent strategy and policy on food security
and to make agriculture a major development priority

The World Food Summit goal 1s that by 2015 the numbers of malnourished people will be
cut 1n half Strategies are being 1dentified to work toward this goal but the practical aspects of
coordinating to achieve change are challenging An Inter-Agency Working Group established to

prepare for the Summit 1s continuing to provide policy oversight and 1s working to strengthen
commutments to food security at home and abroad

Panel I Conducting Public Agricultural Policy Analysis and Reform Best Practices

Chair John Lewis, USAID/G/EGAD

Presenters Gary Ender, Abt Associates
Peter Timmer, HIID/APAP

Panel Cheryl Chrnistensen, USDA
Mark Newman, Abt Associates

Listen to policymakers to understand their perception of the problem Policymakers
seek assistance from people who, they believe, can help them solve their problems To be part of
the solution, policy analysts need to set aside models and 1deology By listening to what bothers
policymakers, analysts can respond directly to their needs Policymakers often have problems that
require short-term analysis In APAP’s experience, having the flexibility to conduct analysis that
responds to these problems can be very helpful 1n getting a policy reform process moving

Figure out how to make markets work better In the development process, 1t’s important
to understand what markets can do well and what they don’t do well The interventions to overcome
lot of market failures have consequences that are worse than the failure itself Failing markets get
the attention of policymakers For example, in Eastern Europe, policymakers believe they are facing
a food security crisis when agricultural production falls Helping them understand how markets
work 1s critical to developing alternate ways of formulating policies Three areas merit attention 1n
market assessment—political economy, growth and distribution How do rent seeking and corruption
Iimut the effective operation of markets? How can the growth process be sustained? When absolute

poverty dimmushes and a middle class emerges, how can incomes be distributed 1n a way that avoids
destabilizing the polity?

Build policy analysis into the reform process Incorporating analysis into policy reform
decisions 1s a process that involves both analysts and those who use their results Sometimes
policymakers request policy analysis and are interested in using the results Sometimes donors
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require policy analysis and policymakers become interested 1n the findings USAID-sponsored
programs 1n countries such as Honduras, Pakistan, Egypt and Malaw: have engaged governments
1n policy dialogue, often increasing demand for policy analysis For example, at the beginning of
the Egypt Policy Reform program, about 12 years ago, the government agreed to annual policy
benchmarks that included policy analysis Studies were made benchmarks and supported by USAID
Studies are no longer supported 1n this way, but analysis 1s still a strong part of the process

Policy analysis supports policy dialogue, responds to needs for information as reform
evolves, and sometimes upsets conventional wisdom For example, policymakers 1n Africa used to
believe that the way to help small farmers was to give high prices for their commodities because they
derive the bulk of their income from selling commodities But research conducted by Michigan
State University showed that many small farmers were net purchasers of food commodities
Research findings helped convince policymakers of the need to change policies

Collaborate with host country analysts to conduct analysis and communicate with
policymakers Policy analysis may be supplied by expatriate contractors or local researchers or
both Collaboration with host country analysts strengthens policy analysis by adding local insights
and by ensuring that local people 1n government and business have the analytical skills for policy
reform work Under APAP, collaboration often included traiming so that Minstry staff and others
could continue to do the policy analysis needed for decision making

USDA’s Economic Research Service (ERS) responds to more than 300 requests for short-
term assistance each year The requests require an appropriate database and staff who are trained
in research so they can formulate the problem correctly and answer 1t ERS has worked with a
number of countries to put in place the institutional capacity for people to do their own analyses
ERS provides training and reviews analyses, but never authors the analysis In every case, when
ERS leaves, the capacity to continue doing analysis has been sustained

ERS also trains host country counterparts to write short pieces that policymakers can read
(the two page summary) and to present their results verbally to policymakers The payoff 1s that
research 1s available 1n a form policymakers can use, both written and verbal And local analysts can
be drawn 1nto decision making at short notice

In USAID’s Equity and Growth through Economic Research (EAGER) project in the Africa
Bureau, research mstitutions are being assisted to develop capacity for policy analysis and the
maintenance of databases Governments are under enormous pressure to deal with political crises
Research mnstitutions, such as the Center for Policy Analysis in Ghana, can be more objective In
fact the Center has been quite critical of government policy and has sustained this ability with strong
analytical capacity, avoirding alignment with either the government or the opposition

Use tools such as the agribusiness policy inventory developed by the Agricultural Policy
Analysis Project (APAP) APAP developed policy inventories to provide a comprehensive
overview of the policy environment and 1ts constraints and opportunities Inventories can go beyond
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the analysis of specific 1ssues to examine policies at several levels—-macro, sectoral and sometimes
sub-sectoral, depending on the interests of the USAID mussion and the country Preparing an
nventory involves working very closely with host country personnel, bringing local knowledge and
insights 1nto the analysis of the policy situation Policy 1inventories help 1n 1dentifving
stakeholders and mvolving them 1n the change process Understanding the viewponts of both
winners and losers 1s essential to developing workable options

About four years ago, APAP conducted an mventory of agricultural policies in Egypt Of
the approximately 15 reforms recommended, virtually all have been implemented either by the
government directly or through different USAID projects

Recognize the need for extended donor and host country commitment Long-term
commuitment 1s essential to achieve results because policy dialogue 1tself takes a long time to build
up trust and confidence Also, the government must build a consensus within the country for reform
Foreign advisors can go home, but policymakers must deal with the consequences Developing
mutual trust is critical to making policy reform work and be self-sustaining

Mobilize private sector interests to participate 1n the dialogue and become stakeholders
Part of having a civil society 1s to mobilize interest groups and encourage them to find therr voice
and understand what their interests are The danger 1s that private sector groups become lobbies that
tie up the policymaking process because the Minustry doesn’t have the capacity to respond Or that
one or more nterest groups get favored treatment Having government-based programs that can
provide unbiased economic analysis 1s a valuable asset because the job of government 1s to assess
competing demands and make the decisions

Forming task forces helps enlist private sector participation both 1n 1dentifying 1ssues, doing
analysis, presenting options and discussing which options should be selected All of these are being
pursued in USAID’s policy reform program in Egypt Durning implementation, the reform program
1s promoting the creation of trade associations 1n the private sector

In Romania, USDA’s Economic Research Service has worked with trade associations being
developed under the USAID program Through subscriptions and contributions, they (not the
Mimnistry of Agriculture) are providing the funding to continue analytical work

Panel 11 Highhghts of 15 Years of the Agricultural Policy Analysis Project (APAP)
Lessons Learned and Worth Remembering

Chair Richard Fraenkel, USAID
Presenter Bill Levine, Abt Associates
Panel Gary Ender, Abt Associates

Mike Weber, MSU
Derrick Brinkerhoff, Abt Associates
Gordon Straub, Abt Associates
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Cornelius Houtman, EU, Director General VIII

APAP’s history mirrors USAID’s commitment to agriculture APAP began after a
decade of USAID projects with either minor or major policy foct During APAP I (1983-88)
commitment to agriculture was strong with sigmficant technical staff in the agency and in the field
and agriculture recerving substantial agency resources As a centrally-funded project APAP
recognized policy as a critical component of agricultural development projects APAP I assistance
included 1dentifying agricultural policies and their impacts on agricultural production assessing the
impact of price policy reforms and the role of food policy as a policy reform tool, promoting policy
changes that enhance the role of the private sector, and strengthening the capacity of policymakers
and analysts to undertake and implement policy analysis

During APAP II (1988-93), USAID began to question and then reduce the role of agriculture
In the face of a shrinking budget, APAP II modified 1ts policy agenda and downplayed food aid
1ssues, focused on policies that promoted agribusiness and improved trade, analyzed the effects of
structural adjustments, and examined the impact of environmental and natural resource policies on
sustainable agricultural development

APAP III (1993-98) carried on through the low point of the agency’s attention to agriculture
and, more recently, agriculture’s return to favor within the agency APAP III emphasized policy
analysis and reform to make markets work better, refocused food security, and revisited institutional
strengthening

APAP emphasized service to the field with strong outreach Throughout, APAP has been
field-service oriented Despite an ever-decreasing core budget, researchers from Abt Associates and
APAP partners were able to produce more than 200 reports over the life of the project and to
distribute a total of 2,000 copies APAP-sponsored courses trained over 300 policy analysts at
Harvard, Stanford, Oklahoma State and Purdue and many others were trained in the field In
addition, Newsbriefs, the APAP newsletter, was distributed to over 1,600 professionals 1n all walks
of policy life

Policy reform 1s a long-term process that requires building commitments and
understanding Policy reform 1s a process—not a moment in time It’s a long-term, difficult process
that requires building commitments and relationships and understanding of how policy reform
works Even after reforms are passed, entrenched interests of the old system are still 1n place
Backshding and failure to implement are possibilities The effects of reform need to be examined
continually

APAP successes 1n promoting policy reform over the long term include the development of
a set of guidelines that were incorporated 1nto the training process for USAID agricultural officers
and are helping new generations of agricultural policy specialists direct policy programs In
addition, APAP’s support for the Policy Analysis Matrix (PAM) led to 1ts becoming a widely used
model both within miustries and by social scientists throughout the world



Good, solid analysis 1s essential mn negotiating pohicy reform On-the-ground research
often provides mnsights that challenge conventional wisdom For example, research in Africa
documents more food buyers than sellers 1n rural areas Also, research shows that rural labor
markets contribute to food security for the bottom quarter or bottom third of the rural population
Rural labor markets deserve more attention Rural populations are not homogeneous groups In
Africa, as in the United States, only 20-25 percent of the farmers are responsible for what’s
marketed They are the commercial farmers, potential targets for agrnibusiness

In 1992, groups 1n El Salvador signed peace accords and a 12-year civil war came to an end
APAP conducted policy analyses and developed a policy matrix to show what policies merited
attention USAID joined forces with other donors—the Inter-American Development Bank and the
World Bank—and created a joint policy reform agenda APAP provided solid analysis that was
widely disseminated, that helped engage stakeholders, and that assisted in drawing links between
agriculture and other sectors such as forestry and fishenies Today, the agricultural sector 1s
becoming competitive on world markets Dafficult policy positions are starting to pay off

In many countries, basic data collection systems need to be built Although APAP
worked with a lot of people 1n many countries, much more work 1s needed to build usable databases
and train staff to use them Training 1s an ongoing process because trained staff move on to new
positions One of the success stories 1n Pakistan was a very useful course focused on the kinds of
tools, data and thought processes needed to provide rapid responses to high-level questions

Collaboration with other USAID projects and local firms helps build analytical
capacity Through Food Security I, another centrally-funded USAID project, Michigan State
Universtity has cooperated closely with APAP, sharing databases and other in-depth work to promote
policy change 1n several African countries In Pakistan, some of the APAP studies and analyses
were done entirely by local firms and some were done 1n collaboration with foreign partners Using
local firms helped build up the analytical capacity within the country

Policy can serve as an important stimulus for change APAP’s work with the Sustainable
Financing Imitiative (SFI) in Africa illustrates that the financing of research 1s closely integrated with
mstitutional and policy aspects and that the need for new policies can promote change SFI1s a
muliti-donor effort in which USAID works closely with the Special Program for Assistance in
Agncultural Research (SPAAR) SFI addresses ways to decrease dependency on external donor
funding by tapping into local and private sources In analyzing the capacity of institutions to assess
therr priorities, choose strategies and seek funding, a common problem is researchers who feel that
good research speaks for itself Since research does not create its own demand, SFI 1s working with

mstitutions to encourage stakeholder involvement and linkages between research and the
management of research

SFI’s experience in two and a half years of operation indicates that many research institutions
have a strong organizational culture that makes change very difficult Sustainable financing 1s a
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slow process and coordinating research regionally, among countries, 1s a complex tash APAP s
approaches and analytical tools can help research systems rethink how they do business

Policies that affect agriculture are often made outside the Mimistry of Agriculture, but
within the government The Mistry of Agriculture 1s only one of the ministries affected by policy
change Stakeholder analysis needs to include the views and concerns of other Mimstry personnel
whose jobs are affected by the change Their views or concerns may impede change, as 1llustrated
by coffee policy work in Rwanda and rice policy reform in Senegal In many countries, APAP
started the debate on what are the appropriate missions of various ministries, the private sector and
non-governmental organizations

Defining agriculture broadly shows the hinks between pohcy reform programs and
broader economic growth During APAP II, researchers examned the contribution of agriculture
to gross domestic product (GDP), using a definition of agriculture as all food and fiber industries,
including farm production, processing, and value-added businesses In this context, agriculture’s
contribution was much larger than when only farm production was considered In Jordan, for
example, agricultural production accounts for about seven percent of GDP When agribusiness 1s
included, the total 1s 28 percent of GDP

Governments have an important role In making markets work by providing services
such as inspection, registration and the regulation of competiion The challenge 1s to get from
the present position to a new role for government Transition studies and other implementation
actions help governments figure out what their new roles should be and provide incentives to move
1n that direction

Panel 111 Country Case Studies Identifying Key Issues, Making the Policy Reform
Process Work, Creating Self-Sustaining Institutions

Chair Jerry Wolgin, USAID

Panel Christian Foster, Russia PRARI
Nick Kulibaba, Sahel Region
Tim Mooney, Ethiopia, Mozambique
Ismael Ouedraogo, Senegal

Program to Revise Russian Agriculture Through Regional Investment (PRARI)
addresses the agribusiness investment climate 1in Russia by promoting dialogue between potential
investors and regional policymakers, a totally new concept for the Russians USAID and USDA’s
Economic Research Service work together to 1dentify viable agribusiness investment opportunities
and facilitate partnerships between U S and Russian agribusiness firms Over the past year and a
half, PRARI has facilitated U S agribusiness investment 1n Russia totaling several tens of millions
of dollars



The decision to work at the regional level came after five years of effort at the national level
produced few results During this time, a cadre of Russian experts trained in market economics 1n
the West They were hired to work as consultants in the 10 oblasts (provinces) where PRARI works
PRARI created an incentive system among the oblasts to compete to attract investment Now other
oblasts want to participate  And PRARI has created a massive database of all Western imtiatives
1n the Russian Federation that include some type of agricultural technical assistance

A collaborative workshop n January 1998, mnvolving US and Russian investors and
regional and federal officials, created a policy reform agenda oriented to increasing investor

confidence PRARI 1s supporting Russian regional leaders 1n their efforts to encourage specific,
market-oriented policies and nstitutions

Sahel Livestock Action Plan evolved from a USAID-sponsored 1989 analysis of the barriers
to trade 1n hivestock among Sahelian countries But many governments and policymakers were
disinterested 1n 1implementing the plan because of well-established patronage networks Analysts
decided to re-examine the barriers from the point of view of the hivestock trader, producer, butcher
and transporter and to make information available 1n terms that were understandable and accessible
to the larger commumnity of private business people Analysis focused on efficiency~how to get
goods to market so that people make a reasonable profit and consumers pay a reasonable price Then
USAID brought stakeholders together to debate the recommendations—ltvestock traders, butchers,
transporters, police, customs all at the same table These stakeholders had a high degree of
insptration and dedication and argued well on behalf of their own interests Governments found they
could not stay out of the debate It was so public that they had to respond

In the Madagascar Non-Traditional Exports Project, USAID’s task was to help 1dentify
products to promote for export, including non-traditional spices, essential oils, medicinal plants and
herbs Using a Chief-of-Party who was non-resident was an effective strategy A large part of
policy reform 1s selling—and 1ts important to recogmze the pace of the customer Having a chief-of-
party who came and went encouraged local staff to assume ownership and set the pace The first
year after the project ended, essential o1l exports increased $3 3 million Having non-resident

advisors worked well also 1n the Agricultural Implementation Project in Tumisia and 1n the Kenya
Market Development Project

Having a non-resident advisor works best in relatively small countries or at regional levels
1n larger countries Well-trained local advisors are essential and the local staff need to be respected
by government officials and others Sometimes expatriates are essential to provide organizational
and technical skills and a level of objectivity that 1sn’t available locally And expatriates often serve
as crucial communication and information channels among various partners

Agricultural Sector Adjustment Program in Senegal targeted four sectors—rice, cotton,
groundnuts and sugar USAID worked on rice and reform was successful 1n the sense that the
government liberalized the domestic market and liberalized the import of rice  Success required
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donor collaboration and agreement If donors are bickening among themselves and competing the
dissension can be used as a reason for not making policy change

Achieving growth and alleviating poverty requires attention to environment, mncentives
institutions and investments The environment has to be sustainable Policies have to provide
incentives to the rural sector and be coherent at the macro level Institutions need to be decentralized
so local communities are empowered The government needs to let the private sector take leadership
in investing Incentives, institutions and mvestments, all three need to be promoting growth

APAP helped build local capacity 1n several projects In the Sustainable Financing
Imtiative, APAP financed a grassroots activity for the development of a strategic plan for the
regional organization covering research i eastern and southern Africa The plan has been fully
vetted and approved by the Board Through the Agricultural Marketing Improvement Strategies
(AMIS) project and the Leland Inttiative, emerging agribusiness trade associations are being hooked
up to the Internet and are learning how to use 1t to be competitive Now agribusiness associations
in different parts of the continent are talking to one another

In Guatemala, APAP promoted the use of the policy analysis matrix (PAM), strengthening
the ability of institutions to do analysis In Central America, APAP’s natural resource policy
inventory (Green Book) helped get both private and public sector mnstitutions interested 1n reforming
environmental legislation

Work m Senegal included mstitutional capacity building within the government and 1n local
parastatals When government analysts participated 1n policy analysis matrix (PAM) training and
saw that rice production in Senegal was not profitable, they were willing to question the entire
development strategy for the Senegal River Valley PAM helped internalize the economic lessons
Over the next couple of years, the consensus within the government shifted and the need to diversify
gained acceptance

The success of policy efforts depends on competent policy analysis, communication of
outcomes to policymakers and stakeholders in ways that allow a framing of 1ssues for constructive
debate, and overcoming the vested interests against policy change Evaluations of projects
completed under APAP I and II showed that an effective policy champion within the government
and quality technical advisors were needed for project success Many policy analysis units start out
as informal working groups and become institutionalized over time Their placement to enable good
linkages between the unit and in-country policymakers facilitates change



Keynote Address  Agribusiness and Policy Reform as Engmes of Economic Growth,
by G Edward Schuh, Chair, Board for International Food and Agricultural
Development (BIFAD)

Agricultural research and new production technology are the fundamental sources of
economic growth and food security Other engines for economic growth are the agricultural inputs
and distribution sectors Economic reforms can generate short-term economic growth and enable
longer-term economic growth Institutional reforms that provide a safety net for the disadvantaged
are also needed The most efficient way to address food security 1s to invest 1n agricultural research
that, 1n turn, generates widespread and equitable economic growth

Agriculture 1s important because everybody eats food When the price of food declines,
everybody experiences an increase 1n real income Each individual increase may be small, but for
everybody across the economy, 1t’s alot That’s the basis for the very high social rates of return one
gets from mvesting 1n agricultural research And since the poor spend a larger share of their budget

on food than do middle and upper income groups, the poor benefit especially from the development
of agriculture

The introduction of new production technology n agriculture 1s the key to economic growth
New agricultural technologies flow from conscious decisions to mnvest m the human capital and

resources that produce technology Thus, science and technology policy 1s an important element of
agricultural development policy

Food security 1s an 1ssue of poverty, not agricultural production Agriculture 1s a means of

producing widely-distributed increases n per capita incomes That’s what makes agriculture an
engine for economic growth

Developing new production technologies for tradeable commodities makes the country’s
agriculture more competitive On the export side, the country will earn more foreign exchange, on
the import side, the country will have more foreign exchange to finance a higher rate of economic
growth—or to service existing debt Again, investment in new technologies in agriculture contributes

to higher rates of economic growth Eventually, higher growth generates additional employment,
addressing poverty and food security

Education 1s needed to help policymakers in USAID and the U S Congress to understand
what policies are needed Farmers and commodity groups are realizing now that future markets are

going to be 1n developing countries and that specialization 1s essential to ensure comparative
advantage

Agribusiness sector mnvestments have the potential to be an engine for economic growth, for
example, investments 1n the distribution of commercial fertilizer and seeds and investments 1n the
transportation infrastructure In Africa, the prices of modern mputs have been so high that farmers
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cannot afford to adopt them Also, the mput sector 1s underdeveloped People sell and distribute
without knowing what fertilizer to use for different crops or when and how 1t should be used The
input and distribution sectors are critical to the modermzation of agriculture, to a reduction 1n food
prices, and to generating the foreign exchange needed to finance higher rates of economic growth
Agnbusiness needs technical assistance and mvestments 1n education to get cheap fertilizer mnto
countries, distribute 1t efficiently, and keep prices down

Donors can bring agribusiness and policymakers together to promote reforms For example
1n one African country, USAID sponsored a policy workshop one day and an agnibusiness forum the
next, with policymakers participating 1n both discussions

Policy reform refers to getting prices right, getting trade and foreign exchange policy right,
and putting 1in place other macroeconomic reforms that are incentives to agriculture Policy reforms
improve the access of domestic farmers and producers to foreign markets Policy reforms enable
a country to make more efficient use of its resource endowment and contribute to higher rates of
economic growth Gains from policy reform are usually one-time gains Once the economy 1s on
an efficient growth path, most of the gamns will have been realized Over time, investments in new
production technology, research and human capital will affect the longer-term growth rate

Some policy reforms that benefit agriculture ratse food prices for urban consumers and create
the need for a safety net for low-income urban groups, for example, targeted feeding programs or
other forms of dealing with food access without distorting food prices

Panel IV Trade and Food Imports Trade Liberahization and Marrakech Follow-Up

Charr John Becker, USAID
Presenters Charles Hanrahan, CRS
B Lynn Salinger, AIRD
Panel David Wilcock, FAO/DAI
Ron Trostle, ERS
Eugenio Diaz Bonilla, IFPRI
Chnis Goldthwait, USDA

The Uruguay Round Agreement on Agriculture went mnto effect in 1995, bring agriculture
under the General Agreement on Tanffs and Trade (GATT) or World Trade Organization (WTO)
discipline for the first tme The Agreement addresses three broad areas First 1s market access for
agricultural products All signatories are required to bind (essentially publish and maintain) their
taniffs Second, export subsidies in agriculture have to be reduced by certain percentages, both 1n
terms of financial outlay and quantities subsidized New export subsidies are prohibited Third, the
Agreement specifies reductions in domestic support for agriculture Other aspects of the agreements
include the use of science and nisk assessment in applying sanitary and phytosamtary food safety
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measures to imports and a change 1n dispute settlement procedures to eliminate the possibility that
a country can block a decision of the dispute settiement panel

Since 1967, developing countries have been subject to special treatment  Although they must
comply with the commitments of the Agreement, they have a longer period of time to phase in
changes The eight least developed countries have to bind their tanffs, but make no other
commitments under the Agreement

The rules developed as part of the Agreement set the stage for future agricultural trade
liberalization 1n the next round in 1999 U S participation may be hampered unless the President
gets the so-called fast track authority to negotiate One of the 1ssues on the U S agenda 1s to

establish rules for biotechnology products that base any restrictions on science and risk assessment,
as with food safety measures

In 1995, both the U S system of deficiency payments and the European Union’s system of
compensatory payments to farmers were excluded from the calculation of aggregate domestic
support With the passage of the 1996 Farm Bill, the Umited States 1s now WTO-legal The
European Union’s policies remain outside the WTO and will be under pressure during the next
Round Developing countries will be interested 1n market access, especially for their processed
agricultural and manufactured foods and 1n bring state trading enterprises, both export and import,
mnto conformity with GATT rules for commercial enterprises Developing countries will also be
concerned with the margin of preferences they receive and the 1ssue of food security, for example,

the Marrakech decision to give special attention to the food aid needs of the least developed
countries

For USAID, these ongoing efforts mean opportunities to assist developing countries with

trade policymaking, trade policy administration, and technical assistance in agriculture and
agricultural policy

The 1mmpact of the Uruguay Round and Marrakech Agreement on food security was
negative 1n the short-term, from the point of view of developing countries Developed countries
reduced direct support to agriculture, reduced or suspended export subsidies, and shifted from direct

production control to farmer income support As a result, excess supplies and food stocks were
reduced and world prices increased

Markets seem to be adjusting to the lower food stocks In the long term, the expectation 1s
that the Uruguay Round will lead to a more efficient reallocation of resources across production
activities, increased agricultural production and trade, and, over time, a decrease in world prices

Developing countries have expressed concern about the effects of the Uruguay Round on

world prices, world price variability, and even food aid But research has demonstrated that actual
price effects are mimumal Increased trade openness leads to increases in economic growth which
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reduces poverty For most countries, food 1s secure when their economies are integrated to the
fullest extent possible into the world economy

USAID’s policy agenda should encourage recalcitrant developing countries to push on with
their liberalization efforts and provide incentives to prevent backsliding In the next Round
developing countries need to pursue three strategies First, they need to push developed countnies
to reform their own agncultural sectors 1n order to reduce the exportation of world price vanability
Second, they need to encourage developed countries to mcrease market access for agricultural and
manufactured exports from developing countries Third, they need to promote greater liberalization
in developing countries to encourage continued reform and discourage policy backshiding

The Marrakech Agreement specified remedies for developing countries that expenienced
signmificant negative effects due to price increases The least developed countries are becoming
increasingly margimalized from the process of growth Technically, food security 1s not a problem,
but morally, 1t deserves attention

Although price bands were excluded by the Uruguay Round, they have not been challenged
m Latin America As a sort of modified variable levy, price bands allow quite a bit of transmission
of world price vanability and limut the upside and downside of that variability For the least
developed countries, food security may be more important than transmutting price variability

Trade hberahzation 1s related to food security The most food secure countries are those
that are integrated into the world economy Developing countries have a strong interest in trade
liberalization Developed countries have a strong responsibility to create the conditions that enable
developing countries to participate m trade liberalization First, developed countries need to be
reliable suppliers Second, developed countries need to curb their own use of trade distorting
mechanisms, such as export subsidies and domestic supports Third, developed countrnies need to
address food aid 1ssues so that developing countries are reassured that their legitimate food security
concerns will be taken into account

In developing countries, domestic policies ment attention As trade policies put constraints
on what a country can do outside 1ts borders, pressures build to modify domestic policies—how to
make the agricultural sector more efficient, how to reduce the costs of production, how to increase
total factor productivity

In Latin America, agriculture i1s ready to take off Agrnicultural policies have changed
enormously and Latin America and the Caribbean have become net exporters of agricultural
products, especially fruits and vegetables and coffee Agricultural trade 1s mncreasing within the
continent, with assistance from several regional trade agreements Investments in technology
development, human capital development and rural infrastructure are needed to sustain the
momentum
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Macroeconomic policies deserve attention because they mav dominate trade policies 1n
affecting agricultural trade Changes in exchange rates or monetary policy can make a big difference
to exports and imports

For the next Round, Latin American countries are interested in market taxes domestic
support, export subsidies, and food aid Also of interest are the relationships between trade and
labor, environment, and property rights

Developing countries need technical assistance to prepare for the next Round In Africa
technical assistance should promote regional trade agreements because they seem to be a building
block for agricultural trade liberalization Asian Pacific countries need help in conforming their

processes and products to sanitary and phytosanitary safety measures and 1n using science and risk
assessment to determine what measures apply

Many developing countries face severe human resource constraints as they try to muddle
through the plethora of trade negotiation obligations South Africa, for example, has regional
negotiations, bilateral negotiations with important partners, and global negotiations Most Ministries
of Agniculture lack the human resource capacity to manage the individual commodity-specific and
theme-specific dossiers required of complex negotiations The techmical assistance required to help

countries develop negotiating strategy and analyze the mmpact of various negotiating positions 1s
vast

USDA has proposed that excess funds from the Export Enhancement Program (export
subsidies) be shifted to food aid uses Funds would be available for grants, concessional loans, or
for purchasing stocks to replenish the food commodity security reserve Funds would not be

available for local purchase in developing countries The 1dea 1s to increase the offtake 1n the United
States so export subsidies are not needed

Multinational corporations can contribute to both technical cooperation and mstitution
building In Russia, when McDonald s first began opening restaurants, almost all the food was
imported  After three or four restaurants were operational, McDonald’s began obtaining some food
domestically, especially potatoes They established agreements with local farms to help them

produce the quality needed Now there 1s a balance between domestically produced and imported
food

In Mexico, American food processors played an important role 1n upgrading the quality of
gramn produced Essentially, they contracted farmers to produce grain to the specifications required
under the North American Free Trade Agreement (NAFTA) And they contributed heavily to the
extension and varietal research of the publicly-supported agricultural research system Commercial
farmers upgraded their production 1n the process

Increasingly, market access requires a higher standard and that higher standard 1s often
transmitted by multinationals with contractual approaches For example, the U S Food and Drug
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Admunistration 1s working with USDA on Guatemalan raspberries establishing good agricultural
and manufacturing practices

USAID 1s concerned that small growers and small businesses participate in what increasingly
1s an information-intensive expensive process of certification Bringing smallholders into the world
economy 1s the 1ssue, and the concerns apply to manufacturing as well as agniculture In
manufacturing, global production networks mclude a system of suppliers and contractors 1n
developing countries and wholesalers and retailers in consumer countries Economues of scale and
globalization are leading to additional trade without much direct foreign investment The proposed
Africa Growth and Opportunity Act would attract more direct foreign mvestment into Africa

Panel V World Food Summit Follow-Up U S Government and Donor Coordination
Chair Emmy Simmons, USAID
Presenter Ray Love, Abt Associates

Lisa Smuith, IFPRI
Dirck Stryker, AIRD

Panel Lynne Lambert, US State Dept
Avram Guroff, USDA

Coordinating US policy and donor assistance to promote food security 1s a special
challenge 1n sub-Saharan Africa The United States contributes only 5 or 6 percent of donor
resources Influencing what happens 1n food security requires coordination with other donors who
provide the remaining 95 percent

Before trying to coordinate internationally, the United States needs to develop an agreed
strategy and policy within the U S government The Interagency Working Group established before
the World Food Summuit continues to coordinate among the Department of State, Treasury, and
USAID and 1s a possible vehicle for continuing coordination If each part of the U S government
develops 1ts own policy positions, they may be contradictory Coherence of policy and strategy 1s
imperative

Getting agriculture back on the agenda 1s a major development priority In international
financial 1nstitutions, the allocation of development resources to agriculture has dropped
substantially Over the 10 year period from 1986 to 1996, the percentage of resources allocated to
agriculture declined from 29 to 12 percent in the World Bank, from 21 to 8 percent in the Inter-
American Development Bank, 41 to 15 percent in the Asian Development Bank and 37 to 13 percent
n the African Development Bank Agriculture and food security have been given little attention 1n
analyses such as the OECD’s report, Shaping the 21st Century The Contribution of Development
Cooperation, a consensus of Development Minmsters of OECD member countries that 1s based on
the results of all the world summuts that have taken place
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The United States now ranks fourth among donor nations 1n development assistance 1n
absolute terms and last 1n terms of aid as a percentage of GNP But the United States has a
substantial impact on development strategies at the country level and throughout the world because
1t has a ugh caliber staff doing excellent analysis and a strong overseas mission complement that
interfaces with host country personnel and other donors As the United States cuts back on
professional staff and withdraws from country presence, its influence 1s dimimishing  These various
factors undermine U S 1ntellectual leadership

The United States can take an active role in coordinating the diverse donor community,
especially 1n Aftica, and can help donor countries achieve more leadership on development strategies
and policies

IFPRI’s 2020 vision and projections on food security provide a stimulus for action The
Intemational Food Policy Research Institute’s (IFPRI) has a vision of a world 1n 2020 where every
person has access to sufficient food to sustain a healthy and productive life  Malnutrition 1s absent
Food oniginates from efficient, effective, and low cost food systems that are compatible with the
sustainable use of natural resources

The World Food Summit (WFS) goal 1s that by 2015, the numbers of people who are
undemourished are cut m half—from the current estimated 841 mullion to 420 million [FPRI’s plan
of action 1s fully compatible with the WFS plan of action IFPRI 1s contributing to the WFS follow-

up by providing timely and relevant information about effective policies for improving food secunty
and nutrition

A recent IFPRI study examined child malnutrition 1n 64 developing countries, looking at
food availability, female education, women’s status and health, environment, and services The
study looked at income growth, poverty, and democracy, too, as contributing factors The findings
indicate that food availability has contributed a large part of the reduction 1n child malnutrition over
the last 25 years—almost 30 percent of the total from 1970 to 1995 Agricultural productivity, food
aid, and food trade have contributed to this availabihity

Reducing malnutrition to about 12 percent of all children by 2020 would require a 40 percent
increase 1n mvestments in agriculture At the same time, investments in other areas would need to
be expanded—-women’s education by 65 percent, women’s status by 40 percent

In September, IFPRI plans to mitiate a study designed to strengthen the empirical bases for
estimates of the prevalence of food security, using new and currently existing household survey data
1n state-of-the-art extrapolation techmques Current estimates vary from FAO’s 841 million to
USDA’s 1 1 billion, but neither estimate 1s based on survey data IFPRI has methodologies that
improve the accuracy of current estimates The IFPRI study will provide more accurate regional and
country-level estimates for taking action to improve food security
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Identifying strategies for achieving the World Food Summit goal of reducing the
undernourished by half by 2015 1s a daunting task Existing knowledge helps 1dentifv the variables
associated with malnutrition and clarifies that 1t’s a poverty problem, not a production problem
Developing a strategy requires an understanding of anticipated changes n the global food system
over the next 17 years, especially the effect those changes will have on price  Also needed are ways
to increase economic growth in nation states and policy interventions that alleviate poverty
especially in rural areas The strategy may include many different kinds of interventions including
health, education, and agricultural research Interventions may be different in different regions For
example, n sub-Saharan Africa, availability 1s an 1ssue, but in south Asia, distribution 1s a problem
And the criteria for choosing countries for particular interventions need to be specified

One 1dea 1s to target food aid to countries that are conforming to certain policy standards, to
monetize the food aid, and put the funds made available into smart cards for targeted groups This
may be an effective way to target assistance, deal with food surpluses 1n the United States, and use
evolving information technology

Working on food security in the inter-agency and international context 1s challenging
Policy 1s the easiest part The commitments of Marrakech emphasize achieving the right policy mux,
policies that address trade and investment and intellectual property rights, but also domestic
macroeconomic policies and social policies, especially gender Working with other donors to
leverage the right policy mix 1s a long-term commitment Ensuring the safety net element of food
aid 1s important

The practical aspects of how to coordinate to achieve these policies are a challenge Food
security 1s about everything—development, property, women, building roads—so 1t’s hard to find
one’s niche Since US foreign policy 1s organized regionally and food security 1s a global issue,
the work 1s labor intensive One has to find out who 1s traveling and whether food security can get
on the agenda, and food security must compete with other priorities

The Inter-Agency Working Group was established to prepare for the World Food Summut,
a reflection of the multi-faceted nature of food security and the many departments of government
that have a stake 1n this 1ssue  After the summut, the group decided to stay together to provide
policy-level oversight to follow up activities Further, the group decided to establish a domestic
target of reducing undernutrition by half no later than 2015 and set up a sub-group to oversee this
effort Also, the group decided to prepare a U S Action Plan to strengthen commitments on world
food security both at home and abroad Until now, the group has addressed common 1nterests and
has not had the challenge of dealing with competition for research dollars or programs It depends
on the people who are in 1t Having a senior official commutted to food security helps advance the
agenda Although the Department of State, USAID and USDA have been very active, participation
from Treasury and Commerce would also be valuable

A lot of the work has been done The task 1s to synthesize and develop the ammunition
needed to defend food security within the Administration and in Congress The Food Security
Advisory Commuttee 1s available to support the interagency process The Advisory Commuttee
includes 30 captains of industry, academia and foundations and has a charter that calls for outreach
What 1s needed 1s a saleable message that addresses both national and international food security
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