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AGRICULTURAL GROWTH, DOMESTIC POLICIES,
 
THE EXTERNAL EN1TRONMENT AND kSSISTANCE TO AFRICA:
 

LESSONS OF A QUARTER CE_ rURY
 

Uma Lele
1
 

Introdu-tion
 

Africa's economic crisis is increasingly coming to be recognized
 
as stemming from the 
critical state of agriculture in most African
 
economies. Nonetheless, and in spite of agriculture's overwhelming

importance as 
d source of fcod, exports, employment, savings, government
 
revenues, and raw materials -or industrialization (and as a market for
 
goods and services produced in the non-agricultural sectors), 
little
 
systematic data-based, count.y-specifi(. and cross-country analysis has been
 
undertaken of Africa's agricuitural problems and of their implications for
 
goverruent policies and donor agencies.
 

Substantial proportions of African countries' GDP and government

expenditures arc spnported by a diverse 
 range cf external donors. Aid
 
coordination arrangenents notwithstanding, thi. assistance is 
often based
 
on a relatively short-te.-m assessment of country performance, based or a
 
one-year to 
(at most) a five-year timeframe. Understanding of an
 
individual recipient's resource endowments, historical, political and
 
institutional inheritances, and long-term developmentil 
record is typically

not brought to bear on the level or 
composition of externa.l assistance, nor
 
incorporated into 
the policy dialogue with governments. Rather, a 
particular donor's development philosophv and trade/diplomatic or financial 
interests tend to determine its long-term aid patterns. In the short run,

meanwhile, competition between donors 
to finance currently fashionable
 
types of assistance has played a part 
in the composition of aid flows 
-- a
 
tendency that has been augmented by recipient governme ts'
-. often weak
 
national policy planning and implementing capabilities, and by their
 
inclination to maximize 
tinancial flows of aid rather than to 
focus or the 
quality of the assistance that they receive. 

1/ I am grateful for coirmnents on earlier drafts of this paper by Stephen
O'Brien, Francis Idathaba, Paul Ierman, Bruce Johnston and Mohan 
Agarwal. My numerous 
exchanges with Donald Pickering, Stephen Carr,

Kevin Cleaver, James Adams, 
Peter Hill, Ronald Duncan, and many

colleagues in other participating donor agencies throughout the 
course
 
of the MADIA study have also been very beneficial. Finally, I should
 
like to thank my coileagues on 
the MADIA team, Vishva Bindlish, Robert
Christ'iansen, 
Sidi Jammeh and Nicolas van de Walle (who helped in the 
)reparcrion of this paper especially on matters torelated countries 
for which they have been responsible), Peter 3ocock (who edited the 
paper), and Paul 
Fishstein, Eileen Hanlon, Neai MacDougal, Kundhavi 
Kadiresan, Natasha Mukherjee and Steven Stone, 
(who provided research
 
assistance). David Murray, Thelma Rapacan and Kim Tran typed several
 
drafts.
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In response to these concerns, a long-term, cross-country
 
comparative study called Manalging Agricultural Development in Africa
 
(HADIA) has been underway in the World Bank since 1984 with the active
 
collaboration of seven other donors and six African governments. 2 Its
 
purpose agricultural sectors of selected African countries since their
 
independence in the mid-1960s and why, and to assess the extent to which
 
domestic policies and the external economic environment (especially
 
including changes in world market prospects, and the levels, form, and
 
composition of aid) have contributed to the process of growth. This paper
 
gives an overview of the study's methodology and key findings to date.
 

The 	Country Sample and Collaborating Donors. The countries
 
.elpcted fcr analysis (Kenya, Tanzania and Malawi in East Africa and
 
Nigeria Caneroon and Senegal in West Africa), together have 40 percent of
 
t'e population of sub-Saharan Africa and 50 percent of its GNP. The six
 
counti-ien cover alnosr all the ecological zones in Africa, ranging from the
 
Saheliai: and t'ie Go:inf.a Savanna Zones in the north to the equatorial Cain
 
forest in tho south, and the volcanic, hunid and semi-humid highlands of 
East and Uest Africa. Taken together, the six grow almost all the 
major cropr of Afric., including tea, coffee, cocoa, tobacco, cotton, 
groundnucs, cashew, sisa. suar, maize, sorghum, millets, and r:'e. .-he 
include two oil-exporting -nd four oil-importing countries, two land
_urplus and four Land-shorz countries. 

Despite the r diverse physical characteristics, and al.thouh.tne,'

have followed different_ policy paths and achieved different outcomes, m-e 
six 	countries have enough features in 
common to permit fruitful comparison 

2/ 	MADIA is a World Bank rcsearch project. The African countries covered
 
by the study are Kenya, Malawi, and Tanzania in East Africa, and
 
Cameroon, Nigeria and Senegal in West Africa. The collaborating donors
 
are USAID, UKODA, DANIDA, SIDA, the EEC, and the French and German
 
governments. After developing generic terms of reference, the scope of
 
each donor study was tailored to the respective donors' activities.
 
Nationals from donor countries with knowledge of Africa and aid
 
processes were selected to carry nut analyses of donor policies and
 
programs. Bank staff and consultants, including African nationals,
 
participated in the study of recipient country policies and
 
pe:-formance. Political scientists prepared studies on the politics of
 
agricultural policy. Donors and governments have participated actively 
in the study by giving access to valuable material and commenting 
extensvo ly on the output. A major conference of senior policymrakers 
from donor and recipient countrips, designed to explore the 
impLications. of the st~idy's finding ; for government and donor policies, 
is scheduled for December 1988. The final output of the study, 
compioising of a substantia. number of country-oriented and cross
country books and monographs is current]Y being prepared, and will be
 
reviewed at the conference.
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of the interaction of national policies with resource 
endowments and other
 
factors Ln explaining country-specific performance variations.
 3 With the
 
exception of Nigeria, all have enjoyed a high degree of political

stability. Since political stability has by no means ensured stability of

institutions, however, it 
is possible to examine both the 
factors
 
influencing stability of institutions and the effects of instability on 
the
 
processes of development.
 

The donor participants in the MADIA study (the 
World Bank, USAID,

UKODA, DANIDA, SIDA, the EEC, France and West Germany), have together

provided nearly 60 percent of aid flows 
to Africa. Different combinations

of these eight donors have been particularly important in providing policy

advice and financial flows to each of the 
six selected recipients.
 

A Conceptual Approach to the Study. Many analysts of long-term

economic growth processes who have emphasized the role of agriculture in
 
overall economic development have also pointed out why successful
 
mobilization of smallholder agriculture (as 
distinct from narrowly-based

growth of large-scale fanning) is crucial for sustained overall advance
 
(e.g., See Kuznets, Okhawa and Ishikawa, Johnston and Mellor, Meliur and
 
Johnston, 
and Lele and Mellor). They have demonstrated the relationship of

the structure of agricultural production to the 
structure of consumption,

savings, and investment, the pattern of demand that 
such broadbased
 
development generates, and thus 
the types of growth linkages that are
 
generated internally between the agricultur 1 and the nonagricultural
 
sectors, and internationally between domestic and external markets. 
 These
 
linkages critically affect both the 
pace and the robustness of growth.
 

Vhile early approaches to 
growth theory stress-d the relationship

of capital accumulation to 
the economic growth process, economists have
 
sub- sequently ccnt 
 to highlight the special contribution to the growth
 
process of 'non-cuciventiona!l inputs (technological progress and knowledge)

relative to the influence of conventional factors of production (land,

labor, ana 
capital). Others (e.g., Harrod/Domar, W. Arthur Lewis, Theodore

Shultz, Schumpeter, Harry Johnson) have elaborated the different kinds of

capital needed for growth, pointing out the complementarity among human,

orgaiizational, institutional, and physical capital. 
 (See, e.g., Bruce
 
Johnston's elaboration of Harry Johnson's notion of capital.) 
 Indeed, the

literature on growth theory as 
a whole has shifted its emphasis away from

the importance of traditional capital, and towards the 
role different forms
 
of capital can play 
in determining knowledge acquisition and technical
 
progress.
 

3/ For example, the 
three East African countries are all ex-British
 
colonies or protectorates, which inherited a similar dualistic 
str'icture of relatively few large European farms and many small African
famns; ail three grow many of the same crops. Cameroon and Nigeria,

which have similar ecological zones 
and grow many of the same crops,

benefited from the oil 
bonanza in the 1970s, although the magnitude and

timing of their gains differed (and had very different effects on their
 
economies ana agricultural sectors). 
 Senegal's dependence on low and

uncertain rainfall and its 
limited production possibilities provide an
 

continued on next page
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The development strategies of most African countries 
(but not all
 
of them, as Nigeria demonstrates) have been critically influenced by levels
 
of foreign aid. Moreover, aid has not only meant increased access to
 
financial 
resources but also receipt of advice on development policy.

Meanwhile, the literature on development financing, starting from the
 
premise of the fungibility of financial capital, has concluded that the
 
benefits of donor financial assistance stem less from the specific projects

supported by this assistance than from the marginal investments that donor
 
assistance has enabled governments to undertake. While this is true at the
 
project level, the literature has generally not focused on the effects of
 
the size of aid flows (in relation to the size of recipient economies) on
 
the totality of recipient governent expenditures, including in particular
 
the balance between government developmental expenditures (and the effect
 
donors have, 
or could have, on such expenditures) and nondevelopmental
 
expenditures.
 

Finally it is our hypothesis that the limited capacity of
 
recipients to Lormulate and implement development policy has meant that
 
external perceptions of development programming priorities -- notably

including the activities that donors consider desirable 
to finance and the
 
policy issues that they have been willing to pursue -- have had an
 
important influence on the deployment of different forms of capital, and
 
especially on judgments about the appropriate balance between them foL
 
achieving key developmental objectives.
 

The MADIA study therefore focuses not only on the of
sources 

growth in agriculture during the past two decades 
(based largely on
 
conventional inputs of land and labor), 
but on the implications of each
 
country's initial endowments and subsequently accumulated balances of the
 
different forms of capital that represent sources of future growth. 
 Our
 
definition of capital not 
only includes human and institutional resources,
 
but also political capital -- including the strength and stability of
 
government commitment to development -- factors usually not incorporated by
economists in even the broader definitions of capital referred to earlier. 

No single formal methodology is available for undertaking the kind
 
of wide-ranging analysis of 
long-term agLcultural growth and distribution
 
trends, and the factors underlying theal, that the MADIA study exemplifies.
 
We have therefore used a combination of rigorous quantitative analysis of
 
those 
features of the overall enquiry that lend themselves to such a
 
method, combined with 
a broader political economy and institutional
 
approach to less easily quantified factors.
 

For each of the MADIA African countries, our analysis begins with
 
an assessment 
of national resource endowments, including initial post
independence conditions as determined by 
colonial inheritances and
 
political and economic structures. Agricultural performance is then
 
analyzed over a period of more than two decades (from 1960 to 1988. 
depending on data availability). The growth of foodcrop production and 
agricultural imports ana exports, the nature of large and small farmer 

continued from previous page
 
opportunity for examining agricultural growth prospects in
 
circumstances of poor rezsource endowments.
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production, and regional patterns of growth w'.thin each country are
 
examined, as are the availability of institutional and policy support for
 
farmers and the workings of official crop marketing entities (including
 
government monopolies) and unofficial agricultural markets.
 

To the extent tfat 
the data permit -- and data resources vary

significantly between MADIA countries, reflecting differences in 
the
 
quantity and quality of organizational and informational capital available
 
for decision-making -- production growth is then decomposed according to
 
whether it derives from area expansion, yield increases, 
or shifts in
 
cropping patterns between high and 4
low value crops, and in terms of
 
locational 
shifts of production between resource-rich and resource-poor
 
regions within each couatry. 

The causes of differences in countries' agricultural performance
 
are 
then examined. The analytical framework used 
in the study divides the
 
causal variables involved 
into three categories, which we have called (i)

"luck" factors, (ii) macroeconomic factors, and (iii) sectoral factors, the
 
latter two categories covering the 
policy responses of governments to the
 
circumstanc:es arising out of factors in the 
first category. The
 
distinction Letween these 
sets of factors is an important one: we believe
 
that there has been relatively little 
focus in prior analysis on the
 
genesis of country policies, or on the interactions between the resource
 
endowments 
(broadly defined) at the disposal of governments and the policy
 
responses 
they have devised Li adapt their endowments to developmental 
challenges and goals. Each set of causal factors is briefl, discussed
 
below.
 

By "luck" factors, we mean the 
initial conditions in each of our
 
sample countries at independence, along with any subsequent changes 
in
 
those conditions 
caused by major domestic or external developments outside
 
the control of the countries. In the initial conditions that they

.nherited we include the quality and quantity of land (including population 
pressure on land), 5 human capital (including v'ariables that affect the 
quality of human resources in terms Qf such social indicators as health, 
education, access to water, etc.), 
institutions (i.e., governmental
 
systems, links with world markets, and domestic commercial nd grassroots 
institutions that represent producer interests), together with 
transportation and communication infrastructure availability. By
 

4/ Regional 
resource endowments determine income possitilities, with tea,
 
coffee, and cocoa generally providing the highest 
income per hectare at 
international prices, followed hy tobacco, cotton, sugar, and
 
groundnuts. Rice has tended 
to generate high incomes for a few, while
 
sorghum and millet areas tend to be the lowest income providers. 
Alth ugh government 
concerns about regional income distribution have
 
inflUencred price and expenditure policies affecting agricultural
 
growt i, par 
mern; have varied greatly between countries. 

5/ Land pressurte can be a positive factor to the extent that it 
facilitates intensification but a negative one insofar as it reduces
 
the bush fallow system, increases deforestation, and affects soil
 
fertility.
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subsequent changes in the external or internal environment, we mean the
 
6
nature, frequency, and magnitude of external shocks and internal political
 

dislocations.
 

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

Neither absolute nor relative expenditure levels can convey much 
information about the utility of public investment programs, however, in
 
the absence of analysis of the quality of these expenditures. We have
 
determined expenditure quality by evaluating the investment choices made in
 
the agricultural and rural sector, the balance between recurrent and
 
capital expenditures, the stability and predictability of expenditure
 
levels and patterns, and the role of central, (or in.the case of Nigeria,
 
federal) regional, and local governments in plpnning and implementing
 
expenditures. Based on quantitatl're and qualitative information on each
 
country, we have formed a subjecti.e comparative judgment of country
 
performance with regard to expenditure quality.
 

Given the importance of trade in the GDP of the MADIA countries,
 
(see Table I) public expenditures are greatly influenced by international
 
(barte- and income) terms of trade, as well as by foreign aid levels.
 
Agricultural terms of trade have fluctuated widely but around a generally
 
declining trend, creating a need for foreign borrowing over and above
 
concessional inflows of foreign aid (see Figure 1). The magnitude of the
 
external shocks experienced by each of the MADIA country economies is
 
therefore evaluated, in order to determine the circumstances which got them
 
into these positions, along with official policy responses and their
 
subsequent effects on agriculture and the rural sector as a whole.
 

In addition to examining these specific macro factors, the
 
analysis also takes into account how the macroeconomic environment as a 
whole creates differential opportunities for employment and returns in the 
agricultural and nonagricultural sectors (leading to competition foc labor 
use in the various sectors), how it influences the level of internal demand Table 

6/ See Yaw An,;u, "Macroeconomic Shocks, Policies and Performance: A 
Comparative Study of Kenya, Malawi and Tanzania, 1967-1.984," ADIA
 
Paper World Bank. Washington, DC. July 1986, and Pierre Seka,
 
"Macroeconomic Shocks, Policies and Performances: 
 The Case of Three
 
West African Countries -- Cameroon, Nigeria ond Senegal," MADIA Paper
 
World Bank, Washington DC. Draft 1987.
 

i 



53 

- 125 -

Table 1: 	 Trade Shares in GDP
 
(Percent Of Current Value)
 

...... 


1967-73 

1974-73 

1979-81 

1982-34a 


1967-84 


KENYA
------------------- ._-


58.5: 

67.5: 
62 4 ,, 
55.8.1 


61.2: 


MALAW-1 TANZANIA
_-------------==_ .___ -_. -

51.2Z 
56.9Z 

53.8Z 
48.5: 

64.3Z 41.1: 
47.5Z 33.6Z 

54.8Z 48.6z 

Source: The World Bank (EPD)/P. Seka
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for goods produced in the agricultural sector, and how it affects the
 
relative incentives for domestic and external production. Therefore the
 
nature of demand for factors of production, and expected and actual
 
external and domestic demand for agricultural out-ut is examined. Because
 
expectations about the nature of external demand have influenced
 
macroeconomic and sector policies, 
the flows of labor and capital ,ithin
 
agriculture, and the balance between food and export crops, 
or smal'holder
 
and large-scale agriculture, as well as 
the balance between agriculture and
 
the rest of the economy 
are analyzed, as are the effects of international
 
market proqpects on the evolution of the agricultural development policies
 
and objectives of governments and donors.
 

Finally, the effects of sector specific policies on 
output growth
 
are considered. Special attention is paid to 
input and output pricing and
 
subsidy policies, and to land policies (where the combination of land
 
pressure, income distribution profiles, and the economic and political
 
importance of achieving rapid agricultural growth have led to highly

differential access 
to land, which can, in turn, differentiate the ability
of small and large farmers to mobilize labor, capital, and technology,
along with the posibilities for intensification). Policies toward 
agricultural research, extension, credit, and marketing are also examined, 
with special reference to differences between countries in terms of the 
relative roles of private, public (iriterministerial, central, and regional 
governmental), cooperative, and grassroot institutions. 
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Aid Flows to HADIA Recipients
 

The 1973-74 drought was a watershed in the levels and patterns of
 
development assistance to Africa. Th- rise in world market prices of
 
cereals, clus-d in part by the drought and the 
simultaneous denletion of
 
world food stocks 
by U.S. wheat sales to the Soviet Union, heightened
 
concern 
abcut the increasing vulnerability of the leasit developed countries
 
to interna ional fluctuations in foou supplies, and intensified interest in 
expanding the continent's food production capacity. The drought al.so came 
on the heels of a growing awar-eness that, following the Green Revolution in 
Asia, "trickle-down" effects alone could not be expected to solve (or even 
speedily and substantially reduce) poverty in the developin, wlorl d. 

These concerns were reinforced by the earlier intellectual 
consensus about the poor prospects for developing countries' primary
commodity export. prospects, especially about their volatility and perceived
dcclining secular trends.' African governments simultaneously noted the 
rapidly rising internal prices of foodcrops relative to export crops (see
Tables 2a and 2b), and resolved to achiev, domestic food self-sufficiency. 8 

These various developments produced a series of diverse international 
articulations of the need to make a direct "Asault on Povertv." 9 

7/ 
On agricultural exports, economic diversification, and how it affected
 
lending patterns, see Uma Lele and 
L. Richard Meyers, "Growth and
 
Structural Change in 
East Africa: Domestic Policies, Agricultural
 
Performance 
and World Bank Assistance, 1963-1986," in Aid to African
 
Agriculture: Lessons From Two Decades of Donor Experience. ed. Uma 
Lele, forthcoming; Uma Lele and L. Richard Meyers, "Agricultural 
Development and Foreign Assistance: A Review of the World Bank's 
Experience in Kenya, 1963-1986, " MADIA Paper (Washington, D.C. World 
Bank, December 1986); U. Lele, A. T. Oyejide, B. Bumb, and V. Bindlish,
 
"Nigeria's Economic Development, Agriculture's Role and World Bank 
Assistance, 1961-1986: Lessons 
for the Future," MADIA Paper
 
(Washington, D. C.: World Bank, forthcoming); U. Lele and N. van de
 
Waile, "Agricultural Development in Cameroon: A Review of the World
 
Bank's Experience, 1967-1986," 
 MADIA Paper (Washington, D. C.: World
 
Bank, forth oring), on the way export pessimism affected donors' policy
 
advice to governments.
 

8/ For agricultural development strategies in each of the MADIA countries 
and the World Bank's role, see Lele et.al., "Nigeria's Economic 
Development; Lele an'1 Meyers, "Agricultural Development and Foreign
Assistan',' Lele and van de Walle, 'Agricultural Development in
 
Cameroon," and J . Kvdd and N. Spooner, "The World Bank's Analysis of 

: u IMaLawian A",i ture;. Changing Perspectives, 1966 to 1985," MADIA 
Paper 5, W'-shington, D.C. : World Bank, February 1987. 

9/ See The Assault on World Poverty: Problems of Rural Development,
 
Education and Health. Johns 
 Hopkins Press Washington, D.C. 1975, with
 
a preface by Robert F. McNamara. 



Table 2a: Trends in Ratios of Producer Prices of 
Export to Food Crops in Kenya, Tanzania, and Malawi 

Kenya Malawi Tanzania 

Year 
Coffee/ 
Tea 

Tea/ 
Maize 

Tobacco/ Coffee/ Gr'ndnuts/ Cotton/
Maike Waize Maize Maize 

Cotton/ Tobacco/ Cshwnuts/ Coffee/ 
Maize Maize Maize Maize 

1967 8.09 9.79 3.30 2.73 
1968 4.30 10.07 3.07 3.23 
1969 8.83 14.69 3.31 3.38 
1970 
1971 
1972 
1973 
1974 
1975 

27.2 
19.1 
20.0 
23.7 
21.7 
15.3 

19.5 
15.5 
15.2 
15.fr 
11.6 

7.84 
7.71 
7.32 
5.97 
4.86 
6.05 

11.66 
8.03 
9.9-
9.49 

10.73 
11.19 

3.31 
3.03 
3.61 
3.51 
3.59 
3.70 

3.28 
3.37 
2.87 
3.43 
4.34 
3.77 

4.23 
4.58 
4.35 
Z.42 
2.73 

22.31 
24.17 
21.88 
18.91 
14.2S 

3.46 
3.75 
3.46 
2.73 
1.87 

18.75 
15.96 
13.33 
7.00 

1976
1977 
1978 

32.9
44.7 
31.7 

13.8
24.2 
17.8 

F.40 
6.24 
7.80 

8.75 
8.70 

11.28 
3.11 
3.39
3.70 

2.25 
3.62
3.94 

2.58 
2.50
2.71 

9.66 
10. 310.67 

1.29 
1.331.31 

10.00 
18.7512 81 

1979 
1980 
1981 
1982 
1983 
1984 
1985 

36.8 
27.6 
22.6 
25.8 
22.7 
22.0 
21.2 

17.6 
16.7 
17.7 
18.0 
14.2 
29.6 
18.0 

7.88 
6.31 
6.53 
4.03 
7.56 
6.61 
8.11 

12.54 
0.40 
7.68 
4.50 
9.35 
8.:3 
NA 

5.81 
4.60 
4.65 
2.87 
4.64 
4.89 
5.57 

4.19 
3.25 
3.24 
2.45 
3.39 
3.31 
3.68 

2.82 
3.00 
3.rO 
2.47 
2.69 
2.73 
2.10 

10.51 
8.95 
9.64 
7.41 
9.96 
7.81 
6.30 

1.92 
1.73 
2.75 
3.09 
2.65 
2.95 
2.42 

10.67 
11.42 
12.36 
9.93 
8.67 
10.40 
6.75 

Source: Kenya: Economic Survey3 
Malawi: ADMARC 
Tanzaniz: MDAB; IBRD for coffee (1972-77) 



Table 2b: 
 Tre;-ds in Ratios of Producer Prices oi Export Crops to Food Crops
 
in Camerocii, Nigeria and Senegal
 

Cameroon Nigeriv Senegal 

Year 
Coffee/ 
Arabica 

Maize/ Cocoa/ 
Robusts Maize 

Cotton/ 
Maize 

Cotton/ 
Maize 

Palm OHl/ 
Maize 

Rubber/ 
Maize 

Cocoa/ 
Rice 

Palm C,! 
Rice 

Rubber/ Gr'.,dnuts/ 
Maize 

Cotton/ 
Maize 

Gr'ndnuts/ 
Uillet 

Cotton/ 
Millet 

1970 
1971 
1972 
1973 
1974 
1975 
1978 
1977 
1978 
1979 
1980 
1981 
1981, 
11983 
1984 
1985 

10.20 
9.40 
9.70 

10.00 
7.90 
6.70 
9.80 
7.20 
7.20 
5.80 
5.70 
5.70 
6.40 

7.40 
7.10 
6.90 
6.50 
5.60 
4.10 
6.10 
5.60 
5.60 
5.2C 
5.30 
5.10 
5.00 

4.95 
4.80 
4.80 
4.78 
4.88 
3.83 
4.40 
3.33 
4.40 
4.42 
4.83 
4.15 
4.04 

1.76 
i.'1 
1.78 
1.60 
1.46 
i.00 
1.09 
0.80 
0.72 
0.61 
0.6k 
0.60 
0.64 

3.37 
3.98 
4.18 
4.12 
4.19 
2.63 
3.05 
2.C2 
1.97 

1.80 
1.37 
1.44 
1.84 
1.59 
1.00 
1.16 
0.93 
0.79 

NA 
1.40 
1.47 
1.44 
1.56 
1.22 
1.64 
1.30 
0.99 

2.19 
3.07 
2.57 
2.49 
2.09 
1.37 
1.54 
1.83 
1.14 

0.99 
1.06 
0.89 
0.93 
0.80 
0.53 
0.59 
0.64 
0.46 

NA 
1.09 
0.92 
0.87 
0.79 
0.63 
0.83 
0.92 
0.57 

. 
1.28 
1.28 
1.86 
1.66 
1.19 
1.19 
1.12 
1.12 
1.12 
1.35 
1.49 
1.49 
1.49 
1.60 

1.67 
1.07 
1.72 
1.79 
1.6 
1.34 
1.34 
1.32 
1.32 
1.49 
1.62 
1.44 
1.66 
1.e6 
1.8 

1.09 
1.36 
1.36 
0.95 
1.35 
1.19 
1.19 
1.04 
1.04 
1.14 
1.00 
1.40 

1.40 
1.27 
1.45 

1.76 
1.76 
1.24 
1.03 
1.40 
1.34 
1.34 
1.22 
1.22 
1.37 
1.20 
1.36 

1.56 
1.42 
1.42 

1986 
1.50 

1.29 

1.67 

1.43 

1.64 

1.29 

1.67 

1.43 
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While Mr. McNamara's Nairobi speech in 1973 and subsequent World Bank
 
publications providpd the most 
respected expression of these concerns and
 
their implications for donor policies, other manifestations of the same
 
thinking were underway in other donor agencies through, e.g., the sc-called
 
Congressional mandate in the U.S. and various White Papers 
on the subject
10
in Britain.

The new focus on asqistance for poverty alleviation and domestic 
food production in recipient countries generally, and in Africa in
 
particular, resulted 
 in five of the six MADIA countries experiencing
substantial real growth in capital transfers for 	nearly a decade, much of 
which was justified in terms of the need to give priority in donor 
assistance no agriculture and rural development, and especially to 
achieving food seaur:ity. 1 1 Aid level'; rose on n per capita basis and as a 
proportion of both GDP and government exp.nditures. The share of resources 
allocated by development agencies to agriculture and rural development also 
rose sharply: the World Bank adopted ar informal guideline that 25 percent
of its lending should go to agriculture and rural development, with the 
result that this caiegory of its assistance more than doubled. Development
financing rose strongly in real terms in the late 1970s or early 1980s but 
fell in the following years, though the size of the flows varied
 
considerably by country, before risvirg agoain in 1986.
 

By the late 1970s, a combination of developments -- including the 
two oil price shocks, the decline in Africa's terms of trade owing to the 
recession in OECD countries, and the internal expansionary policies pursued
by governments had begun to 
produce major macroeconomic difficulties in
 
many African economies. Implementation of the large portfolio of rural
 
development projects had also become 
a financial and administrative
 
impossibility leading to a shift in 
-he 	focus of development assistance
 
towards support for policy reform. 1 2 With the benefit of hindsight, it is
 
evident today that the conjunctLon of an imperfect understanding of the
 
international economic environment (especially 
 the decline and volatility
in te rm, of trade and domestic public expenditure), and an inadequate grasp 

10/ 	 See Bruce Johnston, Allan Hoben, Dirk W. Dijkerman, and William K.
 
Jaegar, 'A Review and Assssment of AID Activities to Promote
 
Agricultural and Rural Development in Sub-Saharan Africa, " 
in Aid to
 
African Awriculture: fr,.n Two Decades of Donor Experience, ed. Uma 
Lele, World Bank, Washinrton DC, forthcoming; also see larger report by
Johnston, et.al., 'An Assessment of Aid Activities to Promote 
Agricultural Development in Sub-Saharan Africa, " MADIA Paper, World
 
Bank, Washington, DC, Feoruary 1987. See John Howell, 
"U. K. 
Agricultural Aid to Kenya, Tanzania, and Malawi," in Aid to African 
Agriculture; ed. Lele, :orthcoming. 

11/ 	 Nigeria, which benefitei from the oil bonanza, did not experience any
increase in ODA. Its sibstantiab oil windfall was spent no more 
efficiently than the ex-ra ODA flowing to other African countries, 
although Nig;erian expenlitures did differ from those that donors 
supported in other MADIt, countries. See Lele, et. al. "Nigeria's 
Economic Development." Nevertheless, the World Bank assistance in 
Nigeria focused explici<ly on increased food production. 

12/ 	Seo Fostcript to Uma Le.e, 
 The 	Design of Rural Development: Lessons
 
from Africa. Johns Hoplins Press, Baltimore, 1979. 

http:reform.12
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of the diverse mix of variables affecting the internal growth processes of
 

content of donor
individual developing countries, adversely affected the 


policy advice and development assistance. In retrospect, this judgment
 

for both the overcommitment to the anti-poverty crusade of the 

1970s and the similarly zealous faith in 'getting prices right" during the 

early !9O~s. 

holds true 


?b'out poverty alleviation as
For 	example, the effect of concerns 


reflected in integrated rural development projects was to shift donor and 

(which the "colonial"
governmeant resource.; (a) away from export crops 

and 	(b)
donors had tenLoed to emphasize) and towards support for food crops, 


were typically
away from the high potential areas where export crops 


produced and towards low-income regions. We shall also show that such a
 

change in investment policy, which favored resource-poor regions with few
 
known technologies, slowed agricultural growth -- although it did support
 

including national
important socio-T.olitical objectives of g.)vernments, 


integration, while also laying the foundation of human services in areaqs 
!3
infrastcuctursl and agricultural invest ment.
 

previously barely touched by 


H weve r, te usequent shift ot development phil,,sophy in the 

eC1phasi on int,!rated rural development and in ear y 1920; -- avay f rom 

favor of mac.r- and soctlral adjstment lrnding and private sector 

-- nas been similarly flawed hy irs inadequate recognition ofinitiat ,ve-

the variecy of causal factor; underlying past g)rowth (or decline), of the 

likely effects of price-based policy reforms on aggregate supply responses, 

and of the complementary, nonprice microeconomic actions needed to ensure 

that the policy reform process was sustainable beyond the shorc term, and 

that it harmonized with underlying developmental realities and long-te-m 

goals.
 

Before add te;s in'7, tht t yelution of aid to ag-i.culture in ,ADiA 

is ne,:es ;arv to put it in context by outlining thecountries, however, it 

nature, scale, and SouLces o f the relevant d-e, 1.opment ass is tan, lows
 

c)ver the past two dec ades. Thi we do in thi' next sections.
 

T rends in_Aid ece i)ts of HADIA Couct rie, 1970-34. At the 
performercountry level, Tan-zania, which had turned out to be the poorest 

among the HADIA countries by the late 1970s, received the highest levels of 

Official ,ve].orent Assistance (ODA) in absolute terms ($669 million In 

1981) , ffl .. owed by Kenya (a [-eak of $434 million in 1.981), Senegal (a peak 

of $39/ mi11ion itn 1980), Maiawi (a peak of $143 million in 1979), Cameroon 

(a peak of $274 million in 1978) and Nigeria (which received viitualy no
 

ODA in the 1970s) (see figures 2a and 21).14 The next poorest performing
 

country, Sensgal, received the highest per capita ODA over the 1970-84
 

13/ 	See Lele and Meyers, op.cilt.
 

for 	 this section come from Geo ranhical Distribution of Financial14/ 	Data 

Flows to evelopinz Countries (OECD, 1986). According to OECD,
 

Officiai Development Assistance (ODA) is defined as "flows to
 
for 	development
developing countries ... provided by official agencies 


least 23 percent". p. 281.
purposes with a grant element of at 
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period (averaging $41 per capita in 
1983 terms) among the MADIA group,

followed by Tanzania ($24), Cameroon, ($22), Kenya ($19) and Malawi
 
($19)(see F'gures 3a-3f)
 

ODA peaked in 
11781 in both Senegal and Tanzania, as donors began 
to take acrount of poor project portfolios and the need for macro policy

reforms in the 198Q0 Nevertheless, aid levels remained higher in these 
two countries in per capita terms in 1984 ($45 and $25 
respectively) than
 
in Kenya ($21) and Malawi ($23). 
 Kenya's ODA showed a significant rise
 
from 1977 to 1982, declining thereafter. Cameroon, like Nigeria, received
 
very Little ODA and the level declined after its oil 
revenues increased in
 
late 1970.
 

The ranking of countries is 
similar when Total Receipts Net (TRN)
 
are considered rather than ODA. 1 5  
 Senegal averaged $56 per capita of TRN
 
(at constant 1983 US$) over the 1970-84 period, 
followed by Cameroon,
 
Ken-a, Tanzania and Malawi at $42, $32, $29 
and $23 respectively. Nigeria
 
averaged $10 per capita TRN.
 

The concessionalitv of the terms under which aid is supplied

influences the extent of a recipient's debt burden, i.e., 
the real cost of 
aid, and can he summnarized in terms of the share of ODA (which is
 
concessional by definition) in TRN. Among the 
MADIA countries, Tanzania 
and Malawi received 
the highest shares of resource transfers on
 
concessional (i.e., ODA) terms, 
84 percent and 81 percent respectively (see

Figure 4). Senegal also received a large share of capital transfers in the

form of ODA (73.5 percent over the 1970-84 period), though the percentage

declined over tiie, leading to an increased debt burden. In Kenya, the
 
percentage of TRNI qualikying 
 as ODA averaged 61.7 percent. Can.1roon's much 
lower ODA share (52.4 percent) since the increase in its oil revenues has
 
re su Ite d in reduced donor leve-ra,,e there. 

A major feature of the donor-recipient relationship that 
distinguishes the M ,DIA spmple and African countries generally from their 
larger Asian conterparts is the multipli,:ity of donors supporting the 
former groups, each with different motives 
for, ideas about, and forms of
 
det'elopment assistance. When such bewildering variety 
is combined with
 
recipients' typically poor absorptive capacity, it 
becomes easy to
 
appreciate the extent to which aid 
flows have tended to tax, rather than
 
assist, the development process. In Tanzania, for example, 32 donors
 
contributed $6,31.0 
million in ODA (in 1983 dollars) over the 1970-1984
 
period (see Table 3). 
 Kenya and Malawi received $4,225 million and $1,585

nillion in ODA respectively, from a total of 31 
different donors. Senegal

received $3,382 million 
from 30 donors. Cameroon and Nigeria received
 
$2,683 million and $1,580 million respectively from just under 
30 donors.
 

15/ Total Receipts Net (TRN) includes ODA as well as other official non
concessional, bilateral, multilateral and trade 
re'ated transactions,
 
including export credics and other changes 
in bilateral long-term
 
assets of the private non-monetary and monetary 
sector. private direct
 
investment, portfolio i.nvertment and 
loans by private banks (ibid., p.
 
282).
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Figures 3 - 3f; Per Capita ODA and TRN
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Fig. 4: ODA as Percert of TPN (MADIA 
1970-'34 7atils (;n ueJ US Doicri) 

Countries) 
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Table 3: NUMBER OF DONORS PER COUNTRY. AND AMOUNTS GIVEN 
(1970-1984 Totals, Millions of 1933 US Dollars) 

C:OUNTRY AMOUNT ODA AS 7 OF 
ODA TRN TRN 

= ===, = ---------- ~S- - - -------------------S-- 55=-

TAJZANIA 6,310.8 7,477.5 84.4' 
KENYA 4,225.5 6.852.9 61.7Z 
SENEGAL 3,381.7 4,598.3 73 .5 
MALAWT 1,585.7 1,968.4 80.6Z 
CAMERCON 2,683.5 5,125.5 52.41 
NIGER:A 1,580.4 12,794.8 12.41 

S a ,----------- ------------ , 
Source: Carician, "A Review of OECD Database," Table 4, p. 

S-

77. 

-

NO. 
ODA 

====== 

32 
31 
30 
31 
27 
25 

OF DONORS 
4RN 

34 
34 

33 
32 
31 
29 



137 -

Data on the 
share of aid in government expenditures provide

indicatic of both the 

some
 
extent of a recipient's direct dependence on
 

external resources and the degree to which donors 
can exert a less
 
tangible, but nevertheless real, influence 
over the recipient's development

strategy -- at least in facilitating, if not 
actively encouraging, the
 
investment choices made. (Examination of the scale of aid shares in
 
government expenditures also prompts questions about 
the effectiveness with

which high levels of aid flows 
can be used by recipient governments at

early stages of development, and especially about 
the relationship of the
effectiveness of aid to 
the pattern of its allocation among sectors.) Once
 
again, Senegal leads the MADIA pack with 63 
percent of government

expenditures 
funded by ODA in 1982, compared to 1983 lows of 9 percent in

Cameroon and less 
than I percent in Nigeria (see Figures 5a-5f). If the

entire 
1970-1984 period is considered, ODA has been a large percentage of
 
government expenditure in all MADIA countries except Nigeria, but has been

substantially larger on 
this basis in Malawi and Senegal (averaging 44
 
percent and 42 percent respectively over 1970-84), than in Tanzania.
 
Cameroon, and Kenya (w'hich 
average 32 percent, 23 percent, and 22 
percent
 
respectivelv).
 

We will dis;,us, some important features of donors' influence on
 
country policv choices 
in the next section. in the present context of
 
broad estimaten of 
 aid shares in recipient government spending, it is
 
necessary Cnly to and at this point that chanes in aid levels 
can create

difficulties for governments with high aid/expenditure ratios. In Kenya,

for example, fiuctuations 
in aid flows have been marked; year-to-year

swings have exceeded 20 percentage points, with major adverse consequences

for the planning of development programs, and most critically for the
 
recurrent budgetary support that is typically needed to keep projects

operating. 
 The MADIA study of U.S. assistance stresses the adverse effect
 
of U.S. policy-hasHd fL cccarions 
 on the U.S. aid ievels in Africa.16
 

No,-p-oj-, , ri:-,, which bcame important in the early 1'30s,

also aLterpd 'cc rv-V,_ <cnr patterns of aid receipts. By 1957, the

,M1ADIA countries as a group had received Just over $1,200 million in W.,orld

Bank non-projoet lending. 
 Nigeria was The largest recipient, accounting

for 37 percent of the total. 
 Senegal had received one early structural
 
adjustment loan in 1979, followed by a hiatub until 1985 when 
a secotd SAL
 
brought its share up to 17 percent. Camercon received no 
non-project

lending during the period. In 
East Africa, because Kenya and Malawi were
 
more willing than Tanzania to undertake policy reform, they received
 
greater structural adjustment support 
-- 20 percent and 15 percent

resnectively of the 
M1ALDIA total, compared to Tanzania 12 percent.
 

By the mid-LI99D, the volume of non-project lending had bepun

become signifinant in relation 

to
 
to World osnk project financing. As f June 

1987, MaLawi had r <eived three Bank structurai adjustment loans totaling

approxhmate'v 0'0 million, 1 7 compared to 
$86.3 million provided in

agricuitural and rural. development project 
loans during 1980 to 1987, while
 
Kenya had W o three adjustment loaps amounting to 
S245.9 million,
 

16/ See Johnston, et. al., op.cit.
 

17/ including co-financing arrangements with Japan, Went Germany and USAID.
 

http:Africa.16
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Figures 5a -5f: ODA and TRN as a of Govt. Expenditure
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compared to agricultural project lending of $187.0. 
 Tanzania received no

funding from the Bank for SALs or 
projects in the agricultural sector from
 
1982 to 1986, when a multisectoral rehabilitation loan was approved.

Senegal received three structural adjustment 
loans totalling $209 million
in that period whereas loans for the agricultural projects amounted to 
only

$55.9 million. in Nigeria, non-project lending reached $452.0 million in
 
1987 and $1,239.5 million went 
to projects in the agricultural sector.
 

The Dnors' Record: Aid Flows and Policy Influence. This section
summarizes trends 
in the scale and terms of the development financing

provided by donors to the six MADIA recipient countries.
 

Anonz the bilateral donors, Denmark and Sweden, whose aid is
 
important in 
Tanzania and Kenya, had the highest percentage of TRN

qualifying as ODA, followed by Germany and the U.I. 
 (See Table 4 for ODA
 
as a percentage of TRN flows 
from NADIA donors Lo HADIA recipients.) 18
 
Interestingly, France and the U.K. had 
the lowest percentages of TRN

qualifying as ODA (ranging from 31 
percent to 60 percent of TRN from Franceto all XADIA count es except Nigeria, and from 39 yp.-cent to 66 percent of

U.K. TRN to the Fs Afica" I countries), and France's share of grants

in total 
... to Ya:ug:. as nan: declining over time.
 

Among -h muilatprals, 74-luO I:ercent of TRN from the EEC to
MADIA countries (ox.ept Nig*eria; qualified as ODA, while IDA flows to MADIA
countries were 
100 percent ODA . Nigeria received over 90 percent of its
 
transfers from the Bank 
19 on non-concessional terns,Cameroon was aboat 50 percent; terms have hardened 

while the figure for
for both countries since

their emergonce as oil producers. 
 Indeed, both Nigeria and Cameroon have

pleaded for increased concessinna1ity, especially in the case of
 
investments 
wit-h Iong gusttarion lags, e.g., agricultural research: as

fal ing oil prices nd devaluation (by 400 per.ent) have reduced
 e
Nigeris p r capita GNP, its case for concessional assistance has become
 
strong~er.
 

Colonial connections, commercial interests, and recipients'
-clitina ideological attractiveness have produced major differencesand 

in

the relative importance of 
individual donors in concessional flows. Not
 
surprisingl y, the U.K. (15 percent), U.S. (10 percent), Germany (10

percert), and the World BanV (9 percent) have been the major players in

Kenya (see Figures 6a-6f). 
 These donors have also been predominant in
Malawi. in the case of Tanzania, Sweden (15 percent), the Netherlands, (9

percent), and Denmark 
(7 percent) have been attracted by its socialist
 
ideology. (an! tho views 
of these donors --
who have been described as
 

18/I Danish ,NpKnya and Tanzania was 99 percent and 97 percent ODA, rnd
 
Swedish TEN thes
to countr ie; win 94 percentt and 96 percent ODA 
respect :;,'. German TEN .ountries
to the MADIA (with the exception of
Nigeria) wa-; H,-0 percent ODA, while the U.S. 
TRN to MADIA countries
 
was 62-98 p-rcent ODA.
 

19/ e.g., IBRD & IDA combined total. 
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Figures 6a - 6f: Too Six Donors of ODA (?ADrA Countries) 
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"friendly donors' by Tanzania -- were on the whole slow to change on the
 
2 0
need for adjustment. Their infrantructural support, together with the
 

levels of framework aid by all donors, enabled Tanzania to postpone reform
 
measures promoted by the IMF and the Bank until well into the 1980s. In
 
contrast to these new donors, Tanzan. a' traditional donors (the U.K. and
 
W. Germany, with both of whom .t has iad a long colonial connection), had
 
actually terminated their aid in the 1970s, owing to foreign policy
 
differences over Southern Africa. In West Africa, again reflecting
 
colonial ties, France has been the primary donor in Senegal (34 percent)
 
and Cameroon (34 percent), while the U.K. has been the leader in the more
 
commercial (TRN) transer: in Nige ria (31 percent), followed by France (16
 
percent) and Germany k16 percent).
 

Changes over time in individual donors' support for particular
 
recipients both reflect and prompt changes in their relative influence, and
 
especially in the impact of their policy advice. In Kenya, for example,
 
the most striking changes are the declining role of the U.K. in percentage
 
terms and tne diversification in the countries offering assistance. On the
 
other hand, many of Kenya's successes in smallholder agriculture (e.g., in
 
tea, coffee, dairying, P: .) are explained by the inheritarc:es of British 
institutions, olicie,. a . :anpwer.2 1 By the same token, the depletion of 
cotton research .caability in much of anglophone Africa reflects the U.K. 's 
withdra wal from the cotton indu.ry.well before indigenous capacity was 
estabiished, together with a major change in the character of its technical
 
assrstance from a long-term supportive presence in the colonial period to
 

2
much shorter- term and smaller-scale assistance in more recent years.
 

Decliing U.K. aid is also evident in Malawi, where the E.C. has
 
eme rged as a major donor (and where the World Bant's role has increased
 
after a dip in flowh during the mid-1970s). In Tanzania, Sweden
 
contributed twice as much ODA as any other donor in the early 1970s t20
 
percent) but had Littie presence in agriculture. Its concentrated on
 
social sery ices and industry. 2 3 (Indeed, the much greatpr share of donor 
resources going, to industry and social services in Tanzania compared to
 
other countries explains how Tanzania was able to maintain its pro
industrialization and equity-oriented policies as well as it did.) The
 
importance of Tanzania's original top six donors has also declined, with
 
the contributions of others rising from 32 percent tc 48 percent for TRN.
 
and from 30 percent to 46 percent for ODA. A larger number of donors now
 
each contribute smaller amounts of assitance. Tanzania's so-called
 
friendly donors have now begun to aporeciate more fully the importance of
 
the macroeconomic environment for development, and have supported the
 
reform measures promoted by IMF and World Bank conditionality.
 

20/ See Ellen Hanak and Michael Loft, " Danish Development Assistance to
 
Tanzania and Kenya (1962-1985): its Contribution to Agricultural
 
DeveLopm,.n' and Marian Radetzki, 'Swedish Aid to Kenya and Tanzania:
 
Its Impa: a.n Rural Development, " both in Aid to African Agriculture,
 
ed. Uma LL", focthcoming. 

21/ See Howell, op.cit.
 

22/ Ibid.
 

23/ See Radetzki, op.cit.
 

http:industry.23
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In West Africa, France has sustained ,rn (in Senegal) 
even
 
increased its leading role 
(with 33 percent and 40 percent of total ODA and

TRN respectively) in contrast 2 4
to the U.K. in East Africa. At the same
 
time, the EEC (which France joined 
 in the earlyi 1960s) has picked up more

of the ODA share in Senegal (its share having risen 
from TO per-cent to 24
 
percent of ODA). 
 In the case o! Camerocn, however. EEC flows have shrunk

from 17 pr-cen- to 3 percent of TRN, and 	from 22 percent to 5 percent of 
ODA.
 

In Nigeria, the World Bank has been an 
important contributor of

capital, especially in agriculture once the U.S. departed in 1974 
(after

Nigeria joined OPEC). Nigeria's higher per capita income 
 aftez the oil

boom reduced its eligibility for concessional assistance. 
 While France and

Germany are emerging as sources 
of non-concessional 
flows to Nigeria, the
 
Bank's role in the agricultural sector has remained strong. Z
 

The 	Bank's qhare in ODA flows to a country can be taken 
as an

indicator of its influence in two quite opposite ways. We have already
 
noted the imin' of contributing large shares o total assistance,but 	in the n'p;:> fic case of the Bank, a relatively 
small share might mean 
lower dir-.:c finncial influence but greater need for aid coordination
and hence a diffe rent but potentially imrp -:rant oppo rtunity for the Bank to 
influence po licy .
 

in 
the 	1970s, much of the Bank's influence a:me 
from the authoritT
 
of its country economic work and reports, from 
its role as the organizer of

aid consortia and consultative 
groups, and coordinator of co-financing

arrangements. As lending in support of policy 
reform increased (along with
 
balance of payments support operations in which the 
Fank pi.ys an important

rule), the Bank's influence on the size and form of total donor resources

going to cintrip, -- and on the asociated policy reform packages 
-- has

risen : " Ov,.sonsbthe 1970-8"4 period as a whole, however, the Bank 
has pl-iy-d a rol.nivly miLj role in the volume of direct financing

channeLLed 
to the H x MADIA countrie. IDA accounted for a small 
9.5 
percent or che ODA 
r-'civ  by Kenya and Cameroon during 1970-84, comparej

to 20.7 perneat in Malawi 
but only 8.9 percent in Tanzania and 6.8 percent

in Senegal." 'The hare f total Bank, 
i.e. IDA and IBRD lending in TRN was
 

24/ 	Claude Freud, 'Poli.cies of Rural Development in Senegal and 
Cameroon
 
from Independence to Today," 
 MADIA Paper (Worlo Bank, Washington, DC,
 
July L987).
 

25/ 	We have shown elsewhere that nearly 40 percent of the contributions to
 a ' 
Nigeri Agricultural Developnent Projects (ADP) strategy has come
 
from Qi., Wr j, Bank. As the budget crunch increased, the Bank may have

been int 
 , fn' in protecting expenditurs on the smallholder sector 
relativ, to : e,r expenditure cuts in, e.g. , irrigation investment.
 
See L , 
 w-. L,, " ieria's Economic Development." 

26/ 	See RadAtCk- ,.cil 

27/ 	See Maria Cancian. 'Aid Allocations to Cameroon, Kenya, Malawi,

Nigeria, Senegal and Tanzania: A Review of the 
OECD Database," MADIA
 
Paper, (World Bank, Washington, DC., February 1986).
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cnly 9 percent in Nigeria during 1970-34; in Eastern Africa, the shares
 
were 19 percent in Kenya, 20 percent in Malawi, but only 12 percent in
 
Tanzania.
 

The Bank's influence in promoting important development ideas has 
been distinctly greater than that suggested by its ODA contributions, 
especiaLly since the 1973 McNamara speech and the subsequent growth of the 
Bank's sharc- in capital transfers to developing countries. Among the MADIA 
countries, this expanding influence emerged ear'ier in the anglophone 
countries, as the Bank mc,-ed into the vacuum left by the declining U.K. 
role. Bank influence on integrated agricultural development also increased 
in francophone -.1ADIA countrie:;, but it oly became really substantial by 
the 	 late 1970s and early 19,(s, as the need for macroeconomic adjustment 
grew in these countries. 

Several factors hel.p to explain this development. First, the
 
Bank's breadth of experience and professionalism relative to that of
 
bilateral and ,ven o)ther multilateral aid agencies is generally
 
acknowleiged, as is its internatiia]. (and henc? non-partisan) status.
 

,
This >s t:io to gve . esr eV and policy stance more weight. 'The 
noerson -Inr 	 ,-s., McNnamara, Clausea and Conable on poverty and 
ai jus"t'ew ,-'rncin l o I ,'cd an important part. This is far from 
impi. t.',v%,o i t he re Lave been no criticisms of the Bank: indeed 
it hxs att a. , "-,tit "rous critics, e.g., tor hel.ping socialistic 
countri, , nco,-aying public sector growth and promoting welfare states i~f
the Mc imaaz year, and for its excessive private sector orientation and 
movement away from its earlier poverty alleviation stance during the 

9
Clausen and Conab periods. 


It should aIso he rtmembered >,t suppc::r in the donor community 
for pol icy refo:m nid ad; u-;tment lndin:, has been variable. The U.S. has 
been the Tost overt and -o tive supporter of adjustment assistance and of 
the 	 use o coni.t,5naiLty. The U.K. and Germany 1,ave followed suit, 
a~thoih he." ha.ie bien less active in devising conditions for lending. 
Because of the need for burden sharing, France has had to go along with 
adjiistmenr lending, although in several cases adjustment programs are 
dismantling the very institutions that France has established. 2 9 

Meanwhile, knowledgeable technocrats are concerned about bow far 
new lending patterns take adequate accoarit of the v;,rietv of technical, 
organizational, and other constraii.rts; on smallholder development, the 
successes and failures of past dounr efforts to address these issues, the 
respective roles of adjustment and project lending, and the need for 
balance betwe,:n assista-ice oased on conditionality and policy reform on the 
one hand, and thor which emphasizes long-term capacity-building to address 
the many complex d,?velopment issues facing African agriculture, theon 
other. it is: ton "hese issues ttiat we now turn. 

28/ 	 See Mic',-ael Lipton, 'Limits of Price Policy for Agriculture: Which Vay 
for the V)rl.d? in Development Policy Re-iew, London, 5 (1987): 

197-215.
 

29/ 	See Freud, op.cit.
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Aricultural Performance in M.kDIA Countries
 

This discussion of country performance needs to be viewed against
 
the background of several major ongoing debates 
about the appropriate
 
balance between (1) food and export crop production, (2) growth and equity
 
objectives, and 
(3) price and nonprice factors in enhancing (and
 
explaining) agricultural performance. We outline the issues in these
 
debates and our own hypotheses below, before providing the relevant
 
evidence from the PADIA study.
 

Developm:ent debates and government and donor policies have tendud
 
to emphasize the 
conflict between food and export crop production, rather 
than promoting policies that support balanced development of the
 
agricultural sector 
as a whole. This approach has resulted in swings in aid 
iows and ac'ivitips supported by donors, with a major shift of focus from 

export crop expansion iinthe 1960s (reflecting the priorities of the 
colonial era) to sup.rt, for foadcrop expansion in tha rrid.1970s, in
 
response to the deteriorat ing food situation on 
woa.i markets and in the
 
African row'---:. Tis was followed by a neu emph.sis on the need for
 
export or.n :ion in the early 
L98s, associated with the World Bank's
 
report on iran Atrica (the so-called Berg Report) and exempnlified by 
the wrootvaL ndjustmnt program; initiated in Africa and elsewhere, in 
the latest swing ot the perIn_1L.m, this priority his been succeeded by a 
r.evival of c'ncprn about food s rivy, as reflected in recent policy 
statements o major donors. 20 In laer sention., we shall address this
 
issue by contnra, tn.g the experience if Kenya, which has pursued an
 
agriculturally-led development strategy, 
and has achieved growth in b th 
food and export crop production, with the very' different policy stances and 
performance records of several other countries in the MLA.DIA sample, wh,,e e 
urbalanced positions either favoring dor iscriminating against the export 
crop sector hav, had adverse consequences for both growth and equity 
bj ec ive,. 

Development economics literature 
in the 1970s tended to emphasize
 
the extent of complementarity (ratner than competition) between 
growth and
 
equity objectives, without paying adequate regard to 
its key determinantw
 
in particular the profi]e of asset distribution in a given economy, and the 
substantial public sector planning and implementing capacity needed for the 
provision of public goods in support f smallholder production. These two 
factors criticaly determine the time horizon within which growth and 
equity objec tives can be reconciled. We shall use evidence from Kenya.,
 
TanzaniA and Malawi to iillustrate the extent of the tradeoffs between 
growth and eqi it' that have in tact occurred during the short and medium 
run under spec ific country conuitlon.. The comparative experience f these 
countries also illustrates the complex interactions between initial 
conditions, resource endowments, extercal shocks and policy responses that 

30/ 
See the Annual Meeting Speech of Barber Conable, President of the World
 
Bank, to the Board of Governors (World Bank, Washington, DC. September
 
1987), and the recent 
policy paper on food security, Poverty and
 
Hunier. World Bank. Washington, D.C. 1986.
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have determined short- and long-run growth and equity outcomes.
 

The primacy given by donors to "getting prices right" since the
 
publication of the Berg Report 
on Sub-Saharan Africa has come 
under

criticism from several 
analysts. 31 We shall use 
examples from the three
 
West African MADIA countries to 
show that price incentives are a necessary

but by no means a sufficient condition for broadly based and sustained
 
agricultural growth. 
A variety of nonprice factors -- including the
 
availability of effective agricultu:al research, extension, input supply

and output marketing arrangements 
-- have played important roles in
 
deter-mining overall supply responses, as distinct from relative cropping

shifts. We 
shall also demonstratc the part that country-specific political

and other unquantifiable 
factors have played in providing nonprice
 
preconditions of growth.
 

The 
analysis will show how structural adjustment lending needs 
to
 
be complemented by other forms 
of project and nonproject assistance, in
 
order to reconcile the short-term nature of structural and sectoral
 
adjustment programs and 
the time required to alleviate man of the nonprice

constraints on growth. This 
is not to imply that Africa is not getting

other fcrms ,f assistance. Rathor that 
the glamour which is attached to

the relative!,, short-term structurai adjustment lending now needs to be 
attached to the broader and 
longer-term developmental concerns which
 
received attention in the 1950's 
and 60's.
 

The Roles of Resource-Poor and. Resource-Rich Regions 
in

Agricultural Development 
 One of the development debates that 
has not yet

occurred -- or rather, 
that has 
taken place mainly by default in the 1970s
 
(as a result of the perceived failure of the trickledown following the
 
green revolution in Asia) -- relates 
to the appropriateness of diverting

scarce government and donor resources and policy attention 
to the
 
alleviation of poverty and food security concerns 
in resource-poor regions

-- as opposed to focusing on the development of other areas 
with better
 
natural endowments or known technological potential. We shall use the

contraSting approaches of 
Tanzania and Kenya to illustrate their different
 
growth performance, and how 
-- despite Tanzania's worthy efforts 
to open up

areas of high potential -- its 
policy of quick universal coverage of
 
services 
to all rural areas made it financially impossible to maintain many

of its worthwhile long-term developmental efforts 
in the productive and

social. sectors, d. spite substantial external assistance. 
 We now summarize
 
country performance growth and equity and 
food and export crop production.
 

An Overview of Country Performance. The primary focus of our
discussion is on 
the 1970 to 1985 period. 1970 was qelected as the base 
as
 
it was a relatively normal 
year in terms of 
climate and the institutional
 
environment in most of our countries (with the exception of Nigeria where a
civil war had recently ended), 
as well as in terms of the international
 
market environment. The 
1985 cutoff was selected for 
similar reasons.
 
This period al.';o permitted comprehensive coverage of production performance
in all six countries. To understand developments in the 1970 to 1935
period, we examine 'initial' conditions prior to the 1970s (including those 

31/ See Lipton, op.cit.
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emanating from the colonial experience). Finally, the review covers
 
production performance in the years of structural adjustment since 
the
 
early 1980s to explore 
the extent to which policy reforms hav addressed
 
the crucial constraints on production identified in our long-term analysis.
 
It needs to be stressed that data on export crop performance are far more
 
reliable than on foodcrops, and for foodcrops, there are differences among
 
MADIA countries in data consistency. Our judgments on country performance
 
are 	not based on statistical measui rements alone but also on other
 
information such as the nature and extent of technical change, growth of
 
input use, effectiveness of services, etc.
 

Growth rates 
for major food and export crop 'nduction for the six
 
countries are presented in Table 5. Kenya has 
been Lhe best performer in
 
the agricultural sector. Not only did its production of virtually all
 
major export and food crops increase, but the share of small farmers in the
 
production of all crops also increased substantially relative to that of
 
large farms and estates. 32 Moreover, higher smallholder production did not
 
come at the cost ol the large farm/estate sector; rather, the former 
increased mainly through area expansion (with yield growth in maize and
 
coffee only), while large farm/estate output expanded mainly through
 
increases yield per hectare. Because 
small farm yields increased little,
 
despite policies which favored intensification in the smallholder sector,
 
yield differences (in 
the case of tea and coffee) between small farms and
 
estates remained in the order in 100 percent (see below).
 

In Malawi, estate production of major crops increased
 
impressively, especially for tobacco (13 percent p.a.) and sugar (15
 
percent p.a.). Smallholder maize production stagnated, however, falling in
 
per capita terms, but since output of all other smallholder crops fell to a
 
Preater extent (in per capita terms), 
the 	profile for all smallholder crops
 
shows a net shift towards maize and away from export crops until about 
1985. Sral lhnider productivity showed no increase, but estate sector 
tobac:o yields! incrased considerably, with an average differential of four 
times reLativw yields in the smallholder sector (compared to Kenya's 
differential of two times). Malawi's much higher estate/smallholder land
 
productivity differential reflects the fact that i.ts development strategy
 
strongly favored estate agriculture to take advantage of the export
 
opportunities opened 	 3 3up in the mid-1970s. Productivity differences based 

32/ 	See Lele and Meyers, "Agricultural Development and Foreign Assistance."
 

33/ 	 It should be noted, however, that Kenya's gains in the smallholder 
sector were slow and steady, arising from growth in smallholder 
production over a long period beginning in the late 1950s and the early
 
1960s, where-s Malawi's estate-led export crop growth showed a rapid 
burst duri, the 1970s and peaked at the end of the 1970s and early 
1980s (a point that we shall take up later when we discuss structural 
adjustment). Malawi's superior perfor-Tance has tended to be attributed
 
Lu favorable macroeconomic policies and outward orientation. 
 This
 
observation is only partially true as it applies to the estate sector.
 
See Bela Balassa, "Policy P.esponses to External Shocks in Sub-Saharan
 
African Countries, 1973-76," World Bank Reprint Series 
No. 270 World
 
Bank, Washington, DC. 1987.
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on 
farm size have profound implications in the short and the long run for
 
foreign exchange earnings, goverrmuent revenues and expenditures, output
 
growth, land distribution, and for the robustness of the growth process


3 4
 
generally.
 

Kenya and Malawi are the only countries in the MADIA sample that
 
expanded. world market shars for major export crops; 
all others lost shares
 
(see Table 5a).
 

Both large and small farm export agriculture performed poorly in
 
Tanzania (see Table 5). Coffee and 
tea exports stagnated, and exports of
 
all other major crops declined. Within the smallholder sector, there was 
a
 
major shift in agricultural production away from export 
to food crops until
 
about 1986.
 

Informal food markets were active in all three countries, but the 
government's ,;hare of purchases and sales of maize increased 
in Kenya and 
Malawi, where.s in Tanzania, informal (including parallel or black) markets 
had 	become more active by the end of 
the 	1970s -- both internally and
 
across natinal borders, mainly due to the flexibility maize offered in
 
exchange for conumer 
goods ,whi ch hd bernme more scarce in Tanzania
 
relative to Kenya or Malawi, d!ue 
to a poor macroeconomic envirorunent. 

Despite its .ackluster perfo_-rmance in maize production, Malawi was
 
a consistent net exporter of maize oxcept in 
1980-81 and 1986. In spite bT
 
increases in maize production, howee,.-. Kenya, Tanzania, and Malawi all
 
increased food imports 
and food aid, Kenya being the most dependent of the
 
three on these sources. Malawi's food exports may have been dup a lack
to 

of effective demand at to
home, owing its skewed land (and consequent
agricultural income) distribution. The growth in food imports in Kenya may
reflect exact ly the contrary -- a more dyramic internal demand for maize, 
stemming from more broadbased income growth. The growth of Tanzania's food
 
imports and food aid receipts, in spite of its land abundance and high
 
levels of financial assistarce, emphasizes 
 its 	 poor policy environment. 

In West Africa, Cameroon's performance was the best of the three
 
,.IADIA countries but was unimpressive relative 
to Kenya's and Malawi's.
 
Among export crops, palm oil, 
cotton and robusta coffee expanded, while all
 
others stagnated. Poor data make foodcrop performance harder to gauge, but
 
rice production, for whi.ch relatively reliable 
statistics are available
 
owing to its enclave status, increased sharply at 16 percent n.a. (although
 
from a small base). Rootcrops, sorghum and millets, the prime food
 
sources, 
kept pace with population growth. An important development in
 
Cameroon haS been the 
growth of maize production, and even though this
 
comes from a sr-'ll base, it shows much potential for growth as a food and
 
feed crop in the long .un.
 

Cameroon was the least dependent on food imports of the three West 
African MADIA c )untrie,,, with the exception of rice, imports of which
 

34/ 	See Uma Lele and Mohan Agarwal, "Smallholder and Large-Scale
 
Agriculture: Are There Tradeoffs in Growth and Equity?" MADIA Paper
 
World Bank, Washington, DC, forthcoming.
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Table 5a:
 
Export Volumes, Shares, and Growth Rates of Major Crops Grown
 

by MADIA Countries and their Major Competitors 11961-1986): Average Values
 
for Indicated Periods. (volume in thousand metric tons)
 

1-83 11971-73 1983-85 19 a1-8e 
CROP VOLUME SHARE VOLUME 
 SHARE VOLUME SHARE GROWTH RATE
 

COCOA BEANS
 
World 1,043.2 100.0% 1,135.1 100.0% 1,319.5 100.0% 0.74%
 

Ghana 417.0 40.0% 386.8 158.231.0% 12.0% -4.05%
 
Cote O'Ivoire 9A.4 9.2% 149.8 
 12.8% 384.9 29.0% 8.44%
 
Brazil 78.1 101.4 144.1
7.3% 8.5% 11.0% 2.65%
 
Ecuador 33.2 
 3.2 42.9 3.8% 40.5 3.0% -1.73%
 
14alayuis 0.3 0.0% 
 4.3 0.4% 88.3 5.2% 27.72%
 

Cameroon 70.5 
 6.8% 81.9 6.9% 88.2 8.5% 0.59%

Nigeria 187.3 227.7
18.0% 20.1% 143.2 11.1% -2.75%
 

COFFEE
 
World 2910.3 100.0% 3559.9 100.0% 4220.8 100.0% 1.54%
 

Brazil 1067.2 38.3% 1051.9 29.8% 1001.7 23.7% -1.39%
 
Colombia 366.9 12.6% 398.4 
 11.2% 574.5 13.6% 2.52%

Cote d'I'voire 160.6 5.5% 195.5 5.5% 218.3 
 5.1% 1.71%
 
Angola 140.1 4.8% 197.4 5.4% 22.7 0.5% 
 -8.39%

iMnxico 85.1 2.9% 3.1% 4.7%
111.6 198.8 3.71A
 
Indonesia 84.5 94.0
2.2% 2.6% 273.7 8.6% 6.54%
 

Cameroon 39.2 1.3% 70.6 
 2.0% 90.8 2.2% 3.49%
 
Kenya 34.3 1.2% 1.8%
65.0 97.3 2.3% 5.0OA
 
Tanzania 25.9 
 0.9% 50.2 1.4% 49.8 1.2% 2.28%
 

IWorld 3547.9 100.0% 
 4299.2 10C.0% 4294.9 100.0% 0.82% 

USA 1103.8 30.1% 961.2 22.2% 
 1265.1 29.4% 1.20%
 
VftX;co 386.8 i0.1% 182.9 4.3% 85.7 2.0% 
 -6.35%
 
USSR 349.2 9.6% 642.4 14.9% 18.1%
891.6 3.56%
 
Egypt 278.5 A7.6% 7.1' 175.7 4.1% -3.31%
 
Br-,zil 
 214.5 5.9% 264.8 6.2% 99.7 2.3% -10.76%
 

'Pakistan 121.6 3.3% 218.3 5.1% 203.6 4.7% 1.79%
 
China NA 22.0
NA 0.5% 203.3 4.7% 14.91%
 

INigeria 37.8 1.0% 10.7 0.3% NA 
 NA -8.86%

Tanzania 37.3 60.01.0% 1.4% 33.1 0.8% -1.75%
 

OGROkNMJT
 
World 1385.0 100.0% 917.4 100.0% 785.5 100.0% 
 -2.95%
 

Sudan 105.5 7.6% 120.9 13.2% 2.2%
17.1 -8.60%

INiger 
 78.0 S.EX 76.3 8.4% NA NA -29.65%
 
S. Africa 86.8 
 4.8% 58.8 8.2% 10.8 1.4% -4.98%
 
Gambia 50.4 3.7% 34.0 3.7% 4.0%
31.0 -2.38%
 
USA 14.8 1.11 113.4 17.1% 268.8 33.9% 12.54%
 
China 
 2.6 0.2% 32.1 3.5% 154.0 19.8% 13.50%
 

'Argentina NA NA 1.2 0.1% 93.4 11.9% 48.37%
 

Cameroon 11.9 0.9% 
 9.4 1.0% 0.3 0.0% -20.82%
 
Islawi 20,7 1.5% 30.8 3.4% 4.9 0.6% -4.78%
 
Nigeria S4.7 40.0% 147.1 18.0% NA
NA -33.25%
 

[Senog9a 249.9 18.1% 17.2 1.9% 13.7 1.8% -19.54%
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Table 5a 

CROP 
1981-13 

VOLUME SHARE 
1971-73 

VOLUME SHARE 
1983-85 

VOLUME SHARE 
191-8e 
GROWTH RATE 

W ONNWT CAKE 
orld 1,426.8 102.6% 1,630.8 100.0% 891.1 100.0% -4.07% 

India 
Burma 
Argentina 
Brazil 
Gambia 
USA 

61S.2 
152.3 
127.3 
101.5 
2.9 
NA 

43.8% 
11.0% 
9.2% 
7.4% 
0.2% 
NA 

846.0 
51.3 
73.6 

150.5 
16.0 

NA 

51.9% 
3.1% 
4.6% 
9.2% 
1.0 
NA 

248.1 
4.2 

30.8 
28.9 
13.6 
16.5 

43.1% 
0.7% 
5.5% 
5.4% 
2.8% 
3.1% 

-4.07% 
-14.85% 
-5.331 
-5.377 
4.03% 
1.80% 

MJalawi 
iNger •i 
ISenegal 

1.0 
84.0 

183.3 

0.1% 
6.1% 
11.9% 

1.8 
112.8 
201.9 

0.1% 
7.0% 

12.2% 

1.5 
NA 

115.1 

0.3% 
NA 

18.2% 

0.85% 
-25.41% 
-2.70% 

GROUNONUT OIL 
World 354.9 100.0% 488.2 100.0% 383.8 100.0% 0.02% 

Argentina 
India 
Chins 
Brazil 

55.2 
37.7 
5.2 
5.8 

15.2% 
9.8% 
1.8% 
1.5% 

53.0 
0.1 

19.3 
59.j 

11.5% 
0.0% 
4.2% 
13.1% 

35.6 
NA 

53.0 
54.3 

9.3% 
NA 

13.8% 
14.7% 

1.95% 
-14.16% 

6.44% 
8.19% 

Nigeria 
Senegal 

80.1 
118.0 

1:.9% 
33.7% 

84.5 
128.4 

13.7% 
26.2% 

NA 
109.1 

NA 
28.7% 

14.78% 
-2.24% 

PALU OIL 
World 601.7 100.0% 1378.2 100.0% 4513.7 100.0% 10.73% 

Zoire 
Indonasv 
lalay3iA 

149.3 
109.1 
108.4 

24.8% 
18.1% 
17.7% 

87.0 
238.0 
889.4 

8.5% 
17.1% 
49.8% 

8.9 
435.2 

3029.1 

0.2% 
9.5% 

87.6% 

-14.48% 
6.84% 
17.36% 

Sngpoorn 32.5 5.4% 210.5 15.3% 685.3 14.9% 14.52% 

Chmer,)on 
.N;geria 

8.9 
138.5 

1.5% 
22.9% 

3.4 
7.4 

0.3% 
0.6% 

5.7 
NA 

0.1% 
NA 

-0.29% 
-21.91% 

7EA 
Norld 611 4 100.0% 778.0 100.0% 1049.2 100.0% 2.48% 

India 
jSri Lanka 
China 
:ndonesix 

213.5 
201.6 
30.2 
29.6 

34.9% 
33.0% 
5.0% 
4.9% 

196.9 
203.2 
43.7 
40.0 

25.3% 
28.1% 
6.6% 
5.1% 

216.1 
188.8 
135.7 
81.5 

20.6% 
17.7% 
12.9% 
7.7% 

0.16% 
-0.47% 
7.26% 
4.76% 

Kenya 
Valawi 
Tanzania 

16.2 
12.0 
3.8 

2.6% 
2.0% 
0.6% 

50.3 
20.4 
9.0 

8.5% 
2.6% 
1.2% 

1i.9 
38.8 
13.4 

10.7% 
3.5% 
1.3% 

8.90% 
5.47% 
5.73% 

TOBACCO 
World 879.0 100.0% 1161.6 100.0% 1375 0 100.0% 2.17% 

USA
Zimbabwe 223.1

76.9 
25.4%
8.7% 260.2

60.0 22.3%
5.1% 247.1

90.7 18.0%
6.6% 0.49%2.21% 

Turkey 
Bulgaria 
Tndia 

74.6 
88.7 
59,J 

8.5% 
7.8% 
8.8% 

106.8 
84.4 
72.7 

9.1% 
5.6% 
8.2% 

80.7 
61.7 
76.2 

5.9% 
4.5% 
5.6% 

0.75% 
-0.57% 
1.99% 

Greeco 
Brazil 
Italy 

58.4 
45.0 
16.6 

8.8% 
5.1% 
1.8% 

59.8 
63.5 
22.8 

5.2% 
5.5% 
1.9% 

84.3 
187.8 
87.3 

8.1% 
13.6% 
8.3% 

0.59% 
Y.12% 

12.83% 

Ualrwi 13.0 1.5% 27.6 2.4% 67.8 4.25( 8.83% 

Source: FAO trade tapes, from BESD.
 
Note: In cases 
where data for certain years were not avhilable, interpolations bamed on
 

average* were made to allow calculation of growth rntos.
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.ncreased rapidly with the rapid growth in internal demand from
 
urbanization and income growth.
 

In Nigeria, production of most export crops fell sharply; Nigeria
 
not only lost its shares in world markets (see Table 5a), but became 
a
 
major importer of crops such as edible oils and cotton. Production of
 
othe- (nontraded, food and reot crops probably 
 kept pace with rural 
population grow,th, but not with the increased demand resulting from rapid
urbanization and income growth. 35 As 
in Cameroon, the production of rice
 
and maize appear to have done well. Nevertheless, there was accelerated
 
demand for 
the traded food crops (rice and wheat), with increased imports
 
of wheat, rice and maize until 1986, when a ban was 
imposed on food
 
imports. 

Senegal's agriculture stagnated, though with substantial year-to
'ear fluctuations (see Table 5). Such production increases as occurred
 
were due to area expansion. Technical change in the for-m of drought
resistant groundnut varieties arrested a production decline which would 
have occurred from increased frequency of droughts in the early i970s. 
.%nto;aL has had the lowest self-surficiencv ratio of the MADIA countries, 

w't o import account! n c;-- tea 35 percentct of azgreate calorie 
availability (compared to I0 percent r les; for the rest of thc M,ADIA 
sample) Stagnant domestic production anc: expanding internal demand pushed 
up rice imports sharply until peaked 1984/85 atthey in 	 over 370,000 mtons. 
As in the other two West African MADIA countries, maize production did welTf
 
in Senegal but aLso from a small base. 

Factors Explaining Performance
 

We now turn to an assessment of agricultural performance in terms
 
of three categories, described in the introduction, namely luck,
 
macroeconomic policies and sectoral policies. 
 For analytical purposes,

each of the three explanatory categories is subdivided into a total of 23
 
vari;ales a follows: 'Luck" -- eight variaLles covering 
 initial
 
conditions at independence, and four variables 
 related to subsequent
 
political or eccnomic (internal and external) 
 shocks; macroeconomic
 
policies/environment -- four variables covering implicit and/or explicit

taxation and public expenditures; sectoral (mostly nonprice)
 
policies/envirornment -- seven variables related to land, labor, credit,
 
technolcgi al, and institutional factors needed 
to support agricultural
 
growth. 

Table t presents the results. Each of the six countries is rated 
for 	each variable on the basis of a simple 0/1 *ating, where 0 = 
unsatLsfactory, and 1 = satisfactory. Our jud.,ment is based not simply on 
how perfect trhe policies have been, but rathe! on the extent to whi:h the 
countries have ued the first quarter century effectively to lay a 
foundat ion growth I- vrioust r term reLating to tdee categories. In 
reaIi ty , o- , the story of i-nitieii conditions and subsequent poLicy
resp(ns:, io -,,- , mre nuanotl than the table suggests; a mere fuliV 
articulated i r of the genesis and evolution of the relevant policies 
is provided in the sections that follow. 

35/ 	Nigerian fcodcrop production data are by far the most inconsistent 
among KADfA countries, and subjective judgment is needed to arrive at 
conclus ion-;. 
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The 	"Luck" Factor
 

Initial conditions reflecting 'luck" are divided into the quality

and quantity of natural, 
human capital, and institutional resources at the
 
time of independence. Following Balassa and others, external shocks 
are
 
then decomposed into changes in overall international terms of trade,

interest payments on foreign borrowings and changes in foreign demand for
 
theic overall exports, i.e., the extent 
to which shares wece maintained in
 
world markets. Finally, 
internal or external political strife that
 
affected the countries' performance is also considered as well as the
 
effect of domestic decisions on the current account.
 

Initial Conditions at Inder.ndence. Tibles 7, 8, and 9 show
 
population, per capita income, arable 
land, social indicators and road
 
densities in MADIA countries at 
independence and subsequently. In East
 
Africa, per capita income was 
the 	highest and the general level of
 
development was the greatest in Kenya, 
followed by Tanzania and Malawi. In
 
West Africa, Senegal's pjr capita income was the highest, 
followed by

Cameroon and Nigeria. Unlike East Africa, per capita income levels in West
 
Africa do not necessarily rearesent toe development of 
the countries' rural
 
sctorq as the more detailed discussion below of the land resources, 
social
 
indicators, irt rstructure, etc., will make clear. Even in East Africa,
 
judgements on 
these matter need to he carefu.,v balanced.
 

Per capita land availability needs to be considered jointly with
 
land quality as an indicator of a country's natural resource endowments.
 
The 	population factor is something of a two-edged sword. On the one hand,
 
high population densities make intensification of agricultural production

possible by increasing the supply of labor and reducing wage rates. They

therefore facilitate the production of export crops 
and the adoption of new
 
foodcrop rahnoloni,, which rend to 3 6
use large quantities of labor. In 
coun:ries at r lativaly early stages of development, however, high and 
growing dens ti also increasm Land pressure which in turn leads to 
environmnpa I decradartion through reduced bush fallow and increased
 
cropping irtensity. The 
relative effects of autonomous increases in
 
popuLation densitins and policies vhich counter their adverse effects 
on
 
agricultural growth is still 
a largely unexplored issue. 37 Here we need
 
only note that in terms of per capita arable land 
(see Table 7) Tanzania
 
and Cameroon have been the two land-surplus countries (although they have
 
pockets of land pressure). In terms of simple consideration of per capita

arable land, Malawi, Nigeria, and Kenya have had the 
most land pressure at
 
independence, in that order, followed by Senegal. 
 Given Kenya's higher
 

36/ 	See E. Boserup, "The Conditions of Agricultural Growth" Aldine
 
Publishing Company, New York 1982. 
 Also see Prabhu Pingali, Yves 
Bigot a.d Hans P. Binswanger, "Agricultural Mechanisation and the
 
Evolution "f Farming Systems in Sub-Saharan Africa" The Johns Hopkins

University Press for the Wor].d Bank, Baltimore, 1987).
 

37/ 
See Uma Lele, S. Stone, and Kundhavi Kadiresan, "Population Pressure
 
and Agricultural Intensification: 
 Does the Boserup Hypothesis Hold?"
 
MADIA Paper World Bank, Washington, DC, forthcoming.
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population growth and lesser growth of urbanization than Nigeria's,

however, actual pressure of population on the land has been clearly greater
 
there.
 

Malawi inherited the least favorable position of the three East
 
African countries when consideration of per capita arable 
land is combined
 
with land quality. 3 8
 

Within the West African group, Senegal was clearly the worst off. 39 
Cameroon and Nigeria enjoy a much greater range of production

possibilities, because they not 
only include sermi-arid lands in the north
 
(similar to but better watered than Senegal's) but also the Sudano-Sahelian
 
areas 
in the middle belt and humid southern rainforest zones. 40
 

Table .9shows road densities in the MADIA countries at
 
independence. Konya. Migeria, and 
to a lesser extent, Malawi were clearly
 

38/ 	The high deg-e- of micro variability in soils and rainfall, however,
 
makes a global evaluation difficult. Besides, 
little systematic
analysis at soif , rainfall, and technological possibilities exist on a
 
compara le bais, w th the norable exceptior, of a recent FAO study.
See G. M. Heigin, er aL. Potential Population Supporting Caoicities 
in Devoloo)inp C-,unt ies, FAO/TIASA Rome. 1983. Kenya has a greate.r 
range in the quality of (high and low potential) land (and rainfall 
levels and patterns) whereas a relatively greater proportion of the 
land .-n Tan'zania and Malawi is of medium potential. Malawi only has a

unimodal rainfall compared to the bimodal rainfall regimes in Kenya and 
Tanzania, a combinat ion of land quality and rainfall regime means that 
production pass ibilit lu are more limited in Malawi than in Kenya and 
Tanzania. 

3's 	 On Sernega I', s ,,ruradut La,in the inferior soil texture, lower rainfall 
levels and rheirgreater overall variability have limited production
possibilitis of groundnut and sorghumn/millet.c. 

40/ 	It is hard to make comparisons in land quality between countries in 
East and Wost AFr:ica. For example, whereas the FAO study shows greater

carrying capacity in Nigeria than Kenya (defined by agroclimatic

potential) what limited data on fertilizer responses 
 exist for various 
ecologi-al zones 
in Nigeria suggest much lower response coefficients
 
tnere a:or maize, sorghum and millets than in areas of comparable
rainfall in Kenya. At an aggregate level average maize yields are also 
lower in Nigeria than -n Kenya, but this is because much of Kenya's

maize produc'tion is in areas of relatively high potential not 
 found in
Nigeria. See 	 Uma Lele and Robert Christiansen, "Issues in Fertilizer 
Policy in Aftirica and Adjus tment Lending Experience in MADIA Countries,
1970-837," -A,')IA Paper World 	 SomeBank, Washington, DC, forthcoming.
agronami, .udies conclude as we do that on the whole the East African 
semi-arid tropical soils may be superior to those in West Africa. See 
Peter J. Matlon, "The 	 "
Zest African Semi-arid Tropics, in AcceleratinE
 
Food Production in Sub-Saharan Africa, eds. 
John Mellor, Christopher

Delgado and Malcolm Blackie The Johns Hopkins University Press, for
 
IFPRI, Baltimore, 1987.
 

http:quality.38
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Table 7: Per Capita Arable Land, Present and Projected
 
(Cn Hectares per Person)
 

Country 1965 1985 2000 
Total Rural Total Rural Total 
Population Population Population Population Population 

East Africa
 

Kenya 1.34 0.86 0.73 0.60 0.42
 
Maladj. 0.86 0.31 0.73 0.60 0.45
 
Tanzania 3.99 2.59 2.30 1.68 1.44
 

West Africa
 

Camercon 5.99 5.23 3.34 4.76 2.09
 
'I eria 1.22 1.01 0.71 0.88 0.48
 
Seneca i 2.67 2.38 1.62 1.80 1.04
 

S,°RCE: Caiculated from Ministry/Goverment data from respective countries.
 
Notes: 1/ Arable Land: Estimates and methodologies vary; or Kenya, which conducted
 

a detailed agro-ciLmatic analysis in conjunction with the German Agency

for Technical Cooperation (GTZ) the estimar.e is 26Z. Other countries,
 
such as Cameroon and Nigeria, where extensive soil analysis is lacking,
 
the estimates reach 75Z of total land area.
 

2/ Population: Figures projected from most recent census in country to year

1985 and 2000. Rural population calculated from government estimates of
 
urban population, and percent urbanized in year two thousand. For more
 
information on data and methodology used see origals tables (S. Stone/MADIA).
 



Table 8: Roads in MADIA Countrif-s nt In riedee and at Present 
ROADS IN MADIA 
COUNTRIES AT INDEPENDENCE
 

Paved GrvaIl/ 
 Total Population Density 

(km) 

lotal Arabie Density to Densi ty to
Earth Roads Clsaified ('00) 
 (m/person) Land (7) Land 
 Total Land 
 Arabia Land
(9) ('00 q-km) (8) (km/100 sq-kim)
Kenya (1) (km/100 sq-km)
2013 39934 41947 
 9404 
 689.25 
 28.0%
Malawi (2) 
4.6 7.4 28 .3
431 9897 10128 
 3864 
 2.8 
 94.08 
 37.0%
Tanzania (3) 1300 10.8 29.1
14292 
 16592 
 11688 
 1.3 
 888.04 
 58.0%
Cameroon 
(4) 1231 13122 14353 

1.8 3.1
 
5332 
 2.7 
 489.44
Nigeria (6) 11053 60818 

75.0% 3.1 4.1
71871 
 54278 
 1.3 
 910.77 
 76.0%
Senegal (6) 1868 8851 8509 
7.9 10.5
 

3839 
 2.2 
 192.00 
 53.09 
 i.4 
 8.4
 

ROADS IN 
WADIA COUNTRIES 
AT PRESENT
 

Paved Gravel/ 
 Total Population Density 

(kta) 

Total Arable Denaity to Density to
Earth Road& Clasified 
 ('000) (m/person) Land 
(7) Land Total Land Arahlo Land
(9) 
 ('000 sq-km) (8)Kenya (10) 7944 (km/100 zo-km) (kmiSO sq-km
58840 
 e4684 
 18791 
 689.26 
 28.0%
Wslawi (11) 2178 
L.4 11.3 43.89253 11429 7644 1.8 94.08 37.0% 12o1Tanzania (12) 32.83194 J87C1 81896 
 21497 3.8 880 4 
 58.0%
C -croon (13) 2922 9.2 18.648599 
 49521 
 10555 
 4.7 489.44 
 7F.0%
Nigoria (14) 24900 88200 10.6 14.1
113100 
 93402 
 1.2 
 9i0.77
Sone&gal (15) 75.0% 12.4 18.8
3888 10250 13988 8038 
 2.3 
 192.00 53.0% 7.3 
 13.7
 

(1) Dnat for 1986. International 
Road Federation, World 
Road Statistics, 1965/89
(2) Data for 198 . Inventory of Doaignatod Roads 
in Malawi, 1984, Government Printing Office
 
(3) DAtr for 1986. Same as (1).

(4) Data for 1980. Cooperation Nord-Su,3 
Echeca et Succeb: Lou Ca 
 dea Infrastructures 
do Itanaport au Cameroon
 

Louie 6volo, Gonev 
, 1984.
 
(5) Data 
for 1982. Fourth National Dovolopment Plan, Ltgoa, 
1981.

(8) Data for 1984. Appralsal of a Feeder Road 
Proioct, Senegal: World Bank, 1978.
 
(7) FAO
 
(8' Stone, Stvo, Population Prosaurn and 
Agricultural Intorrification, 
Forthcoming

(9) Data 
from UN Social Indicators, BESD, 
for came yoar a& 
road length ztatistic.

(10) Data 
for 1983. International 
Road Federation, 
Vlorld Read Statistics, 1985.
(11) Data for 1985. Inventory of Deaigncted 
Roeda in Malawi, 1985, Government Printing Office
 
(12) Data for 1984. Same as (1 ).
(13) Data for 
1988. Information 
de Bas. sur lo Reseau Routier Czmsrounais, 
Jul liet, 1984.
Min. of Equip., an( Etude d'un Plan ''actions pour le Devioloppement des 
Routes do Coilctes,
 

BCEOM, July 1987.
 
(14) Data for 
1983. National Transport Survey and Projections, Int-eim 
Repcrt, Vol. I, 1983.
 
(16) Data for 1982. Same a (10).
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better endowed with tr=ansportation networks than Tanzania, Cameroon, or
 
Senegal. 
 Kenya's superior development of internal transportation resulted
 
from its having had the largest European settlement in Africa, and the
 
related development of large-scale farming 
 of coffee, tea, maize, dairying,
etc. Kenya's transportation network alt.:o included a raiLway con.-iecting the 
so-called 'White Highlands" to the port of Mombassa. 

N1.ria s road and rail network supported a thriving sriallholder 
export agriculture. While Nigeria ranks high in terms of kilometers of 
road per unit of area of arable land its per capita road mileage was
 
similar to Malawi',;. The latter's road and rail network 
 -- while 
relatively fasorable in terms of arable land, has not offset extremely high
transportation costs that come with being landlocked. These costs have 
more thn '_ioublod since the closure of its traditional shipping outlets in 
Mczamincuj in. the early 190Qs. Senegal's density of roads and rail to
 
:irab.l, i:nd s-,iirl 1ooked especially favorable. The gr.ounf'nut basin
 
benlef.te(' ftrom ini:estmnc in an effective 
 road and railway net'work made by
Frenchlon oialis r to facilitate the exchange of smaIllboldec groundnut
produ,_ -ion and Cdhinest rice. 41 Cam-iroon and Tanzania had rela-tively

littlle physical ualhou-; they enjoyed good ports.
ic n'a '' ':r ht h' ; ,n. • 

EScamcab iit~rst1t,. ho documented investmenths that -n hutan
 
capitai is crioal for ifl:reasing aricultural productivity. Tb., WjIA

stu'd-y did not lndoertaKe 
 a detailed analysis of policies and investments in 
the social, sectors (except to the extent that such investinents :er 
included in integrated rurai development projects financed in the 1970s).
Data on social indicators presented here need to be consider;ed with caution 
(especially when cross-country comparisons are made as they are based
 
mainly on r7ec-ondary sources.) Nevertheless, what evidence exists suggests

that Kenya iad generally more favorable initial conditions in terms of life 
cx pc t anc y, infantrmortii ty, population per physician and primary school
enroll!ent (s-e Tal Iao '). Consistent with its lowest per capita income in 
11 35, Ia w had the low est life expectancy, the highest child mortalit,'
and thn h sP Loation per physic ian. Tanzania had poorer indicators
 
than ii_J:,' terms or its 
primary school enrollment percentage and 
access to sal" wter. It made major strides in the 1.970c particularly in 
acct,;- C pr*::arv e'ducation and saf-water, but a Iso in child mortality andlift e.<petancy, transportation, etc. however, excessive emphasis on the
pursuit o, equity in absence of growth-oriented policies made it difficult 
to sustain these gains. 
 Nigeria's: social indicators at independence in 
terms of life expectanc,. chilc' mortality, 
access Lo physicians, school
 
enrollment and safe water were not particularly irpresivu rclative to 
other MtADIA countries but cleariy improved after the oil boom. Being thecenter of the French West Afr ican colonial empire, Senega. had the highest 
level of sE'econdary Schoo it ttendees . Also (along with Malawi) Senegal had 
the hi'hett p rport ion or popular.ion wit 1 access to safe water. Both 
Senegal and Ma lawi retained their leading positions in this respect, but 
Senegal's p- it ion worsened in GNP per capita and secondary school 
attendarc e by" the end of the period -Malawi's soci-al indicators remained 
the ' at :t.':,)able despite co:isiderable ;trides over the base period. 

41/ See Freud, oD.cit. 

http:benlef.te


Table 9: Basic Social Indicatora
 

- Ea:t Africa  -- Wot Africa -------------


ITEU 	 Year Konya lj'naxi Tanzania Crnoroon 
 Nigorla Senegal
 

Population 
 195 9.6 _.g 
 11.7 6.1 2/ 48.7 3.4
 
988 20.4 7 
 22.2 10.2 
 99.1 8.8
 

Pou ation Gror-t, Rate: 105-73 3.8% 2.8% 
 3.2% 2.4% 
 2.5% 2.4%
 
1980-85 4.]% 3.1% 
 3.5% 3.3% 
 3.3% 2.9%
 

GNP Per 	Capita: 
 196 103 
 83 78 
 188 49 
 241
 
1985 290 170 290 
 810 800 1/ 
 370
 

Life Eaxpctancy (in years): 
 i95 45 39 
 43 48 
 42 41
 
1985 64 
 45 52 
 S5 	 50 
 47
 

Infant Wortality Rate: 
 1985 112 199 
 138 143 
 177 171
 
1985 91 
 158 110 
 89 109 137
 

Population per Physician: 
 1985 12,820 48,900 21,700 28,880 44,230 
 21,100

1981 10,140 63,000 
 19,810 13,990 
 12,000 14,200
 

Percent Enrol -nt in
 
Primary School: 
 196 64% 44% 
 32% 94% 
 32% 402
 

1984 97% 82% 87% 
 107% 92% 
 56%
 

Secondary School: 
 1985 4% 
 2% 2% 
 5% 5% 
 7%
 
1984 19- 4% 
 3% 23% 29% 13%
 

Safo Water Access: 
 1973 16% 23% 
 13% 28% 
 15% 37X
(ptrcent of population) 1980 
 26% 41% 
 34% 53% 
 38% 42%
 

Source: 	wor!d Davelopeont Report, 1985 - 1987. 
Social indicbtorz of Development, 19. Psr Captia GJNP for 1985 calculated from IWS Statlitlcal Yearbook (1987).
 

Not-a: 'Spfi Water Access' figure represents p,*rcentage of population serrd. 
Cameroon 1980 figure calculated from 'Enquota Nat'l Sur la Nutr .ion,O p. 133 for 1978.

Nigeria 	calculated from 2nd Five Year Plan for 
1973; and fro. Lela, BIndlish at al. for 1980.

1/ As a result of the recent devaluation, "tzr capita GNP in Nigo.,a w&s roduced 
to US $200.
 
2/ for 1968.
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Subsequent External Shocks 
and Domestic Policy Developments.
 
Developments in the external environment, such as 
terms of trade
 
volatility,(in particular, oil price hikes), worldwide recessions,
 
escalating interest rates foreign debt,
on and exchange rate fluctuations
 
have affected economic growth and financial stability of all MADIA
 
countries. 
 At the same time, countries' own policies, such as excessively

expansionary fiscal measures, 
failure to adjust relative prices,

restrictions on trade, etc., 
have been also affected growth and payments in
 
these countries. 
 In order to und(, and their magnitude and relative
 
effects, we 
have evaluated of exter:.al shocks and domestic policy

developments ii MADIA countries between 1967 and 1984. 
 Table 10 shows the
 
results on the basis of a ranking assigned to each country with (1) meaning

have suffered (benefited) the least (most) and 
(0) meaning have suffered
 
(benefited) the most (the least). 4 2
 

Comparing the six MADIA countries in 
terms of the total effect of
 
external shocks as a percent of current CDP, the three West African
 
countries benefited from shocks due 
to their mineral resources while their
 
East African counterparts, 
 which are dependent mainly on agricultural
 
exports, suffered substantially from external shocks 
 13 In terms of rank
 
order, Nigeria and Cameroon benefited the most, with Senegal 
a distant
 
third. In East Africa over the 
entire period, Kenya suffered the greatest

loss from unfavorable shocks, 
followed by Tanzania and Malawi respectively.

(The ranking between Malawi and Tanzania changes if the period since 1970
 
is considered.)
 

Detailed analysis of the 
shocks shows that: (1) whereas the
 
effect of favorable movements 
in oil's terms of trade dominated in Nigeria,

in Cameroon, the effect of increased foreign demand was 
more dominant.
 
Senegal, on the other hand, suffered a terms 
of trade loss primarily due to
 
a trade imbalance between import and export volumes; 
a strong gain from
 
increased foreign demand for rock phosphate, however, more than outweighed
the 	negative terms of trade effect, leading to 
a minor positive net effect 
of external shocks: (2) the negative effects of shocks in Kenya, Tanzania. 
and Malawi are dominated by the unfavorable movements in theiL' agricultural 
terms 
of trade:, with Kenya suffering the greatest loss, followed by

Tanzania and Malawi, respectively, (3) higher interest payments,

associated with higher interest rates foreign loans,
on 	 had adverse effects
 
on all MADIA countries except Tanzania. 
While th- five countries increased
 
the proportions of their debt -ied to private sources and subject to
 
fluctuating interest rates, Tanzania relied more 
on debt from public
 
sources (concessional loans), 
and did not alter its debt profile
 
significantly, even in the era of 
structural adjustment. Cameroon suffered
 
the greatft loss, followed by Senegal, Malawi, Kenya and Nigeria.
 

42/ 	It should be noted that this section refers only to items that are in a
 
broad sens:2 formally measurable. It does not include natural or
 
manmade disasters such as droughts or wars 
that have substantial but
 
essentially unquantifiable "shock" effects.
 

43/ 	See Yaw Ansu, op.cit." also see Seka, "Macroeconomic Shocks."
 

http:exter:.al
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Table 10: External Shock2 and Policies, 1967-1984
 
(percent of Current GDP)
 

---------------.---------
-EST .................. 


CAMEROON NIGERIA SENEGAL 
 KENYA
Effect Rank 
 Effect Rank Effect Rank Effect Rank 


- - - -

1. CURRENT ACCOUNT VARIATIONS 	 -2.4 (2) -0.0 (1) -7.8 () -4.4 (3) 

2. SHOCKS 
 5.8 (2) 9.0 (1) 0.2 (3) -4.5 (8)

terms of trade 
 0.1 (2) 8.8 (1) -1.3 (3) -8.5 (8)
foreign demand 	 8.0 
 (1) 4.1 (2) 2.9 (6) 4.1 (2)

IntArest rate on Debt 	 -0.8 (8) -0.2 (2) 
 -0.4 (4) --0.3 (3)
net factor Inc. less k.inc. 0.0 (3) -1.7 (5) -1.1 (4) -1.9 (8) 


3. POLICY 	 -3.4 (2) -1.7 
 (1) -12.9 (8) -3.9 (3)

Exports Promotion (-) 	 -0.0 (2) 5.4 (1) -1.9 (3) -1.9 (3)

Income Growth Effect 
 1.8 (1) 2.1 (2) 13.3 (8) 3.7 (3)

Imports Compression (-) 	 1.1 (1) 2.8 (8) -2.1 (3) -1.7 (4)

Increasod Borrowing 
 -0.8 (5) -0.2 (1) -0.9 (6) -0.8 (4) 

4. 	 OTHER -4.0 (6) -7.4 (8) 4.9 (1) 4.6 (2)
Yearly Fluctuation in Exports -3.8 (6) -5.1 (8) 1.3 (2) 2.5 (1)

Yearly Fluctuation In Imports -0.0 (4) -0.1 (1) -0.1 (1) 0.3 (8)
transfer payment 0.1 (4) -0.3 (6) 2.4 (1) -0.1 (5)

NET NFS -0.8 (4) -2.0 
 (8) 1.1 (3) .8 (2) 


6. RESIDUAL 	 I -0.8 
 (4) 0.3 (1) 0.0 (3) -0.8 (4) 


I-

Memo 	 Items 
8. Policy-Controlable Factors Excluding II
 

The Effect of GOP Gro-th: Pure Pollcyll -1.7 (8) 0.4 (2) 
 0.4 (2) -0.2 .)
I1
 

7. Imbalanced Tot Effect I -3.4 (3) -21.5 (8) -8.7 (5) -1.0 (1)

Pure Tot EffecE II 3.5 (3) 28.1 (1) 
 5.3 (2) -6.6 (8) 


Not-es: The rank i1 per order of positive to negative

19 7
* For 6 -1973,intereat payments are Included 
in net factor inco" from abroad.
 

But for 1974-84 ,it has ben possible to single out interest payment from It
 
m. Iaports enter tha currant account with a negative aign.Hence,when summing the
 
various factors to obtain their total impact on the current account ,the sign
 
of the imports Item are reversed.
 

Sources: IMF International Financial Statiatics,1986
 
World Ban'-CEW (for som of the 1984 data).
 
EPD, for Net Factor Income from Abroad
 

-

EAST
 
MALAWI 


Effect Rank 


- -

-8.0 (8) 


-1.0 (4) 

-3.9 (4) 

3.0 (4) 


-0.4 () 

0.2 (2) 


-8.8 (4) 

-2.2 (5) 

8.2 (5) 


-3.7 (1) 

-1.2 (8) 


0.8 (4) 
I:F (3) 
0.1 (5) 
0.3 (3) 

-0.9 (6) 

-1.1 (8) 


1.4 (1) 


-1.9 (2) 

-2.0 (G) 


TANZANIA
 
Effect Rank
 

-5.g (4)
 

-1.5 (5) 
-4.8 (5) 
2.8 (8)
 
0.3 (1)
 
0 16 (1)
 

-8.8 (5)
 
-5.9 (8) 
7.7 (4)
 

-3.4 (2)
 
-0.7 (3)
 

3.9 (3) 
0.6 (4)
 

-0.1 (1)
 
1.8 (2)
 
1.7 (1)
 

0.3 (1)
 

-0.9 (6)
 

-4.30 (4)
 
--O.S (4)
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.Kenya, Nigeria, and Senegal, in tftat order, are net exporters of
 

factor incomes, while Tanzania and Malawi are net importers. This positive
 
effect of factor income in Tanzania and Malawi is due primarily to
 
remittances by their natives working in the mines of South Africa. The net
 
factor in-ome effect is neutral in Cameroon.
 

Effects of Domestic Policies on Current Account Variation, Item
 
(3) in Tahle 10 presents effects of internal policies on export promotion
 
as reflected in changes in world market shares, income growth effect, i.e.,
 
import in,'ome elasticity, import compression effects (i.e., induced by
 
changes ic aggregate demand) and increased borrowings. Item 6 presents the
 
total of tnese various effects less income growth effect. Distinction
 
between tccal and implicit income effects on imports is also an important
 
one, given that by increasing imports, growth can be seen to have a "bad"
 
effect on policy and on variations in the current account. Item 6 clearly
 
shows policies to have played a positive (contracyclical) role in Mala4i,
 
as in Kenya. Tanzania lost the avst-market shares followed by Malawi and
 
Kenya. On tie other hand, the growth effect on imports was most most
 
mptortant in Malawi. Import compression was also the greatest in Malawi.
 

Tanzania's lossi of market shares offset the positive effects of import
 
compression. In West Africa the rinking is led by Nigeria and Senegal,
 
followed by Cameroon. It is essential to understand the factors underlying
 
this interpretat.ion howver.
 

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

Facing deteriorating export market shares, these countries were
 
forced to contract imports in order to survive substantial external.
 
disequilibria. They therefore used import compression to ease their
 
deteriorating current account, with the extent of compression being the
 
greatest in Tanzania and Malawi, followed by Senegal and Kenya.
 

Nigeria and Cameroon, on the other hand, were not constrained to
 
compress imports. Indeed they (particularly Nigeria) increased their
 
import share! along with their expansion of export market shares.
 

The cast of interest. payments owing to increases in the volume of
 
debt was thfe greatest in Malawi, followed by Senegal, Kenya, Tanzania,
 
Cameroon, and igeria.
 

Others Factors. Shocks which cannot be accounted for as external
 
or internal are classified under the heading "other." They comprise yearly
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fluctuations in exports and imports, 
transfer payments, and nonfactor
 
services (freights and insurances).
 

Owing to the volatility of the oil market, Nigeria and Cameroon
 
(see Table 6) have suffered the greatest export 
income loss. The
 
agriculturally dominated countries on 
the other hand benef.ted from market

fluctuations, with the greatest benefit accruing to Kenya, followed by

Senegal, Malawi, and Tanzania. The cyclical effect of imports is generally
 
very small.
 

Transfer payments (grants) mainly benefited Senegal, Tanzania and
 
Malawi, while Nigeria and Kenya were net losers. Cameroon recorded 
a very

small beneficial effect. 
 Tanzania and Kenya benefited substantially from
 
nonfactor services, followed by Senegal. 
 Nigeria appears to be the biggest

loser in tnat respect, followed by Malawi and Cameroon.
 

Other shocks that were not =menable to systematic measurement
 
owing to their random nature 
 but '; iIL considered important by policymakers
should also be noted. For examplo, Kenya and Tanzania broke up the East 
African Community and closed their borders in 1977. Although informal
 
trade in a4ricuIrural goods 
 continued between the too countries, Tanzania's 
agriculturai exnort trade (which had relied on sales through Kenyan-based

traders and export markets) and agricultural research (which had relied
 
heavily on the Community) suffered. Tanzania also paid a heavy price for
 
its war with Uganda in 1979. 4 4 

While all countries suffered from droughts, in Senegal climate
 
(along with poor trading arrangements for its major crop, groundnuts) had a
 
more severe 
adverse influence on the outlook of policymakers. Malawi,

meanwhile, suffered tha most 
from adverse external political and logistical

constraints. The closure of the ports in Mozambique not only increased 
transport costs, but increased insecurity of transport, ar.d also the number 
of refugees, which by 1987 had amounted to wol l owr 5Q.009 or cl,-A to !0 
percent of Ut; ;,i'ul tion. V; 

Nigeria had by far the worst internal political difficulties. The
civil war in the late 1960s was followed by six military coups, numerous
 
changes of govcrnioents and divisions of states, 
all of which created an
 
unpredictable political and adminiitrative environment, leading to 
numerous
 
new policy initiatives, with successive changes 
in the governments. 46
 

Macroeconomic and Sectural Policy Responses 

Examining the nature and scale of initial resource endowments and
subsequent exogenous eveqts only tells us about the general availability of 

44/ Some commentators considec a number of the items listed here to have 
been consequences of voluntary policy decisions, and thus nor "shocks" 
in the strict sense. See Ansu, ol.cit. 

45/ See Uma Lele, 'Structural Adjustment, Agricultural Development and the 
"
Poor: Lessons from Malawi, in World Development, forthcoming.
 

46/ 
See Lele et al. "Nigeria's Economic Development."
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resources for development. We now turn to an analysis of the ways in which
 
the six MADIA countries' policymakers and their donor supporters have
 
managed those resources and events, and the returns they have earned over
 

1970-1984.
 

Whatever one's judgments about the relative resource oositions of 
the six MAA countries at independence, it is clear that all six have been 
faced with absolute shortages of critical physical, institutional, and 
human capital assets, such that governments and donors need to deploy 
scarce resources optimally to obtain the best developmental Leturns. In 
reviewing the evidence on relative returns to resource use in agriculture 
vis-a-vis other sectors it is important to recognize that returns in 
agriculture are a function of output and input prices as well as the 
productivity of the resources deployed. Also, expectations about future 
world and domestic market prospects have been as important -- if not more 
so -- in determining the policies pursued than the actual subsequent course 
of developmrnts in these markets. 

Vhereas input and output prices (as determined by exchange rates, 
taxes and suhs!A:ies) havo bpen the primary focus of economic analysis, the 
role of nonprice fa:tors has attracted less analytical attention. In cur 
view, an item in this latter category -- i.e., pablic (including donor) 

investments -- have formed a significant but usually overlooked part of the 
picture. Thes investments have in turn influenced the levels of taxes and 
snbsidies on production and consumption that governments have tended to 
apply in subsequent periods, in order to maintain and implement activities 
initiated in the preceding periods. Similarly, by influencing the 
technological frontier, public expenditure has influenced the relative 
returns to factors of production. Finally, the actual allocation of land,
 
labor and capital to activities in agriculture has also been determined by 
the ability of small farmers to mobilize and use resources efficiently -
and that has been affected by market as well as nonmarket forces.
 

An important theme in the competition for public resources in our 
countries has been diversification of three kinds: (i) out of agriculture 
into industry and construction; (ii) within agriculture, especially in 
favor of import-substituting food crops; and (iii) by small producers into 
opportunities outside traditionally defined and often controlled economic 
activities. 

Overall Development Strategies and Diversification out of Agriculture
 

Only Kenya and Malawi followed moderate diversification strategies 
and botn performed better than the other four countries in terms of growth 
of agricultural exports. Table 11 shows changes in the shares of 
agriculture and other cectors in the GDP and trade for the MADIA countries 
since independence. Tanzania's primary policy response to export pessimism 
was an intenqw import substitution effort, implemented through a Basic 
Industrialization Strategy involving the establislument of heavy industry as 
well as develpmnnt of the agroprocessing sector to increase domestic
 
value-added n export
 



- 165 -

Table 11:
 

Share of Agriculture in Exports. Employment
 
and GDP in NiADIA Countries
 

-.---.AGRICULTURE AS A SHARE OF------

EXPORTS EMPLOYMENT GDP
 

COUNTRY 
 1967-73 1985 
 1965 1985 1967-73 1985
 

East Africa
 
Kenya 75Z 57Z 
 84Z 78Z 34Z 31Z 
ME lawi 97Z 94Z 9)Z 83Z 41Z 38: 
Tanzania 
 78Z 79Z 88Z 
 86Z 41Z 58Z
 

West Africa
 
Cameroon 
 81Z 65Z 86Z 
 70Z 31Z 21:
 
Nigeria 38Z 4Z 
 67Z 68Z 41: 36:
 
Senegal 71Z 
 46Z 82: 81Z 
 24: 19Z
 

Note: For drtails on struictural change over time, see various MAD-A 
country papers. 

Source: Werld Dovelopment Report, J>37, World Bank Trade System (EPD), 
and P. SekaI/ ADIA Database. Shares represent latest available 
data.
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agriculture. Both these strands of Tanzania's industrial policies were
 
supported by donor assistance to a greater extent than in any other MADIA
 
countries.4 Agriculture's share in GDP, employment and exports was smaller
 
and urbanization was 
greater in West Africa than in East Africa, even in
 
the early post-independence years.
 

in Nigeyia, as in Tanzania, further diversification out of the
 
export crop sector invclved a substantial expansion of the industrial and
 
construction sectors. In 
Senegal, again like Tanzania, diversification
 
included agroprocessing and the development of the fertilizer and the
 
fisheries sectors, Cameroon's industrialization efforts were more moderate
 
than Nigeria's. It maintained the emphasis on its plantation agriculture
 
later than most other countries, but nevertheless expanded invest:nents in
 
physical infrastructure and industry. 4 8
 

Follo\winc a Kuznetsian pattern of growth, agriculture's share in
 
GDP and exports should be expected to decline with overall development.
 
This had ha:,.!in Kenya and Malawi by the end of 
the 1970s; in Tanzania, 
however, whe r- iniusrialization had been given primary emphasis 
agriculture's Q:- in GDP and exp"ct s bad paradoxica Iv increased.4
 

Agricul.rp ' hare of GD, ,.pl.oyment and exports fell further in 
all three West Aft ican count rie, with the sharpest decline in Nigeria; 
this reversed the positions of Cam, roon and Nigeria at the end of the 1970s 
in terms of the importance of agriculture in GDP.
 

Industry's share increased in all 
three West African countries;
 
the increase was sharpest in Ni.geria, reflecting the importance of the
 
mining sector. As in Tanzania, however, Nigeria's manufacturing sector
 
declined. SoneqaL, which started with a higher industrial share than
 
either Nigeria a, Cameroon, showed no gains in that sector's share, but
 
public &dminisrriin and defense increased 
their shares sharply
 
(surpassin4 ts : o f infras tru ture) and remained the highest 
in the
 
three Wen.;, African caunr"tries.
 

Nigeria 's economic structure showed a more unstable patteiu "a a 
Cameroon's and Senagal's. The three West African countries' decline in 
agricultural employment was more rapid than in the East (reflecting the
 
importance of their mining sectors), the wage rates of unskilled workers
 

47/ 	See Urma Lele, "Tanzania: Phoenix or Icarus?' in World Economic Growth 
ed. A-nold Harberger. Institute of Contemporary Studies San Francisco, 
CA, and Paul Collier, 'Aid and Economic Perfonnance in ranzania" in Aid 
and D velIr,.m,,r: The Trisn itir :rom Ariculture to Industrialization, 
and 	 fr-m7 ,I,:,"_ 1r;i Capital Flows Lele and ljaz_Comom-iil ed. Urea 

Nab i '.4 r
 

"
4a/ 	See Lhe , "Lu ,, . : oimic Development, and Christine Jones, 
"A Reviow ot .4rld Bank Agricultural Assistance to Six African 
Countries," MADIA Paper World Bank, Washington. D.C. May 1985. 

49/ 	See Ansu, op.cit. 

http:Agricul.rp
http:industry.48
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were higher and increased more sharply in all three countries with
 
industrialization, with the increase being the 
sharpest in Nigeria. 5 0 Real
 
wages did not incLease commensurately as the inflation increased. The food
 
component ef the CP: grew more rapidly than the 
rest.
 

:;Licit and Ex:licit Taxation of Agriculture. Figure 7 shows the 
behavior of the trade-weighted exchange rates in the six countries, 
providing an indication of the extent of implicit taxation. Tanzania and
 
Nigeril had the most acutely overvalued exchange rates, which led 
to
 
substaitiat imnplicit taxation of export agriculture. In Tanzania's case,
 
the coffee boom in the mid-1970s combined implicit taxation of this kind
 
with considerable explicit taxation of the coffee 
sector -- the country's
 
main export. In Nigeria, subsidies to export crop producers through

producer price5 in the 1970s did not inadequately compensate fur exchange
 
rate overval.ation.51
 

Kenya and Ma lawi adiustod their exchange rates regularly, and
 
Cameroon and Se-':i 
(bhth ot: which are member; of the West African
 
ionetary "nin) no HA a relatively moderate record on exchange rate
 
policy. TV!:qs 12a an! 125 
show the ratios of producer to international
 
prices at PVnA .and Vica-w,' ;q d exchange rates. While they do not
 
reflect tri: p',rtati,na, 
 they do provide a general indication of the
 
level of t:atin" export crops arid the 
means by which it was achieved.
 

-
Only Kenya refrained from imposing any significant exlicit taxes
 
on its two important crop:s, coffee and tea, the prices of which were
 
determined h' the international market. 
 Kenya also eschewed mobilizing
 
resources throajh regressive taxation of the smallholder sector, offering
 
the same prin incentives to its smallholder tea and coffee producers 
as to
 

1
estate prdprn (barring, the sl ightly higher costs involved in the
 
marketin: ot ni ti:-. prodiction).
 

5w!':::: hoide; wi, were only allowed to produce dark
tir, i,sun-ut-. And. oriental tba.:co rbecause growing of burley and flue
 
cu red tobacco wi; re s.erved for estates through a licensing policy) were
 
expected to selL their crops to ADM.ARC, Malawi's agricultural marketing
 
parasta , at: officially fixed prices: Malawi's estates 
could sell their
 
tobaccos at open auctions. Small farmers typically received only about a
 
third of th e price AE.KARC obtained for their tobacco on the auction 
floor.
 
Even taking ino account 
ADMARC's higher marketing costs for sinailholders 
compared to those incurred by estates, this differential involved taxation
 
of small farmers at rares of well over 50 percent.
 

In Senegal, as in Tanzania. expansion of the groundnut processing
 
:ztor in the latter half of the 1970s resuLted in higher margins going to
 

the processing sector; this partly explains the lower produc-- share in the
 
international price. Senegal's groundnut pricing problems 
wec, also 
c0mpor:nder,'! Qh removal of the protection accorded by France since 029. 

50/ Nominal wage rate in agriculture in Nigeria's Kaduma State increased
 
from N 1.75 in 19)6 to N .0 in 1986. 

51/ See Lele et al. "Nigeria's Economic Development."
 

http:overval.ation.51
http:Nigeria.50
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rbl. 12.. RATIOS CF F19faX01.5 -ICES To INT-ATIAL P:CFZ. 1970-1988 

S.. 'o- * o.- it. 

Y..' KFN A -L AWI ' iZI IA~l ...................... 
 ....d r
~o io............ - lh..... .
...... .............
 

CaI! 'E , 'I .--! C, '.d TobCco C.otton Coff.. 

1;70 ) )I ,D 80 0 C C .3 0 57 0 4,5 0 72 
t57k l 6 0 C 05O 57 25 
 68 0 50 0 61 
1572 0 ;a 
 C 63 2 23 40 0 53 0 46 0 57 0 57 

C 56 0 60 0 22 0 54 0 86 0 4A 0 35 0,43 
1g74 C 37 0 55 
 0 23 , 62 0.4 0 42 0 32 0.43 
"575 . C1 0 63 0 22 0 47 0 66 
 0 47 0 51 0.36 
V)76 85 0 57 0 21 0 48 0 10 0,40 0 41 0.30 
.577 2 0 70 0 26 0 50 0 76 0 42 0 45 0 35 
.478 0 14 0 SA 0 26 0 50 0 74 0 47 0 5z 0 39
 
1)79 0 
l3 0 05 0 14 0,45 
 0 5 37 0 51 0 .29
 
.1 0 1) 0 76 0 23 0 4 040 0 3.5 052 0 '1 
'l 1 0 06 2 0 15 0 13 0 56 0.33 0 61 0.5 
1362 a53 
 3 56 0 24 2 5i 0 50 0 30 0 73 0 52 
q5453 l0 0 ",1 0 23 0EQ 27 0 155 0.36 0 67 0 47 

.;84 F10 0 ,6 0 25 0 30 0 36 0 27 0 65 0 47 

.;85 C '55 0 76 0 21 0 26 0 34 0 36 1 07 0 53 
:.86 7 01 64 0 212 0 43 0 45 0 32 1 11 0 3.3
 

-------------------------................................---------------------. 
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Table L2& RATIOS OF PR06J6EI PRICES TO IKT 1TI0NAL PFRICES 1970-19M 

Rial Effact,. E.ch.ng. Rot.. 

Y-er 'ENSYA MALAWI T 
ANLANIA
 

- 0.iS.. !,ld - Inl.~F-..------- - 5* I --------------------
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Table 12b: RATIOS OF PCL3CKER PRICES TO INTE14ATCIAL PRCES., 1970-198 
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Under this arrangement, groundnut producer prices had been about 50 
percent

of the French import price (which itself was 
about 25 percent above the
 
world price).52
 

Since the signing of the Yaounde convention in 1967, the
 
international 
 roundnut prices received by Senegal have declined, and the
 
ratio of domestic to international prices has also fallen, never reaching

the earlier 50 percent. Whereas EEC's STABEX assistan-e was intended to
 
compensat rhis loss to the producers, it appears to have gone for the
 
expansion of onher sectors of the economy. This has meant
 
thatgroundnut/millet price ratios, which had 	 earlier favored groundnuts, 
now favored millets and remained close to i. Groundnut prices alo moved
 
unfavorably vis-a-vi; producer prices 
 of rice. Import substitution of the 
latter became the primary focus of Senegal's food self-sufficiency 
strategy.
 

Only Kenya had relative prices of coffee and tea vis-a-vis maize
 
that agsurad favorable albeit fluctuating) returns to 
land and laor use
 
in the productimn of the two c ,x'trops. 
 The higher returns to coffee
 
and tea producers in Kenya aiso reflected the higher quality 
of Kenya's

arahica ccffe and smallhLdcr tea. Thus, the actual international market
 
price Careruon earned were only 65 percent 
 of those earned by Kenya at the 
end ot the 1170;s. When Kenya's quality premia are placed against other
 
countries' t axation of 
major export crops (e.g. coffee in Cameroon and
 
Tanzania, tobacco in Malawi, cocoa in Cameroon and Nigeria, etc.) the
 
Kenyan ratios of 
export crop prices to maize prices were better a fortiori,
than the comparable ratios in other MADIA countries (see Tables 12a and 
12b).
 

Turning to trends in the producer price structure as a whole, all
 
MADIA countries but Kenya (and Malawi, for estate-grown crops) had
 
officially fixed prices 
 for the export crops, and the structure of p'Jducer

prices moved in favo..r of tond crops. This was true regardless of whether
 
food markets were controld, as in Wist Africa, or free, as in West
 
Africa, (with the ex:eption cf rice) 5 4 -- despite the increase in food
 
imports in s;vera_ c.iantrie,; earlier noted.
 

WEst African food crop prices tended to be substantially higher
than those in East Atrica and far Hbove international levels. For example, 
the prices of maize were typically twice their East African levels (even
when calcuiaLad at trade-weighted exchange rates). Relative prices 
thus
 
help to explain production shifts from export to food crops in all MtADIA 
countries with the oxception of Kenya. 

52/ 	 See Freud, p.cit. 

53/ 	 W1ile th~- maize producer price was fixed by the government and 
increasd at abhut 1OZ annually in local currency terms to make up for 
the lw ma i :. prices in the early 1970s, it was subsequently adjusted 
so that it remained by and large in tune with international prices. 

54/ 	 Where rice prices were influenced by a combination of trade poicy and 
internal price controls. 

http:price).52
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How 	unfavorable West African export prices have been compared 
to
 
food crop prices in the East is evidenced by Kenya's coffee/maize prod.cer
 
price ratios. These were well 
over twice as high as Tanzania's (becoming
 
even more favorable to Kenyan coffee since the late 1970s 
if higher
 
informal maize prices in Tanzania are considered), but as much as four
 
times as favorable compared to those in Cameroon. Similarly ir Senegal,
 
the maize/groundnut p:ice ratio favored maize twice  strongly as it did
 
in Malawi. again reflecting both lower groundnut prices and higher maize 
and 	millet prices in tbe latter. 

Correction of A combination of exchange rate and producer price
 
distortions in Nigeria and Tanzania s n e the 
 introduction of structural
 
adjustment programs 
 in the 1980s is shifting some resources from food to 
export crops, although growing interna] food demand and high food prices 
moderate this shift (especislly if flevibility in the disposal of foodcrops 
relative to export crops is considered). Nevertheless, if aggregate supply 
response is going to materialize from the agriculture sectors, there is a 
need for increas'n; agricultural productivity. Here nonprice factors are 
Lmportant. Vl.ore we turn to these factors, we briefly rpview public
 
expendituro p tinns
 

Public :xpeond -turo__Pi .t c P-.n information on overall expenditure
 
patterns in MADIA '!!Oun Lis ra-io:;. On the whole, 
 among anglophone
 
countries, Kenya and Malawi have better information than Nigeria and
 
Tanzania, reflecting superior economic mapagement . Systematic dasa on
 
planned and actual expenditures in francophone countries have also tended
 
to be weak. 

To the extent that data permitted, the results of our detailed 
analysis of public expnditure patterns are p sented in various MADIA 
papers. 55 Kenya and Malawi had a better intersectoral balance of 
government expenditures (i.e., between agriculture, transportation etc., 
relative to other sectors) than Tanzania in the East, Cameroon had a better 
record than Nigeria and Senegal in thn Wesc. 56 A comparison of Tanzania's 
spending patterns at the beginning and the end of the 1970s and relative to 
Kenya and Malawi show a higher share of government expenditures to GDP at 
the end of the period, from a lower initial base, but a sharp decline in 
the expenditure shares of agriculture, the social sector, and 
infrastructure compared to the share of industry an. defense. 57 Unlike 
Tanzania, Nigeria did not neglect agriculture in government expenditures. 
Its budgetea expenditures on agriculture in 1981-1985 were 63 times greater 
than the actual expenditures in 1962-19681 Caution needs to be -xercised 
in viewing relative shares of agriculture vis-a-vis other sectors as an 

55/ 	 See Lei ,e . a... "Nigeria's Economic Development," Lele and van de 
Walle, "AG r icultura Development in Cameroon," and Lele, Janmeh, and 
Ranade , "Ag',ricultural Development in Senegal: Domestic Policies and 
The Wor P.ink Role." MADA Paper (Wa shington D.C., World Bank, 
forthcmnq,. Also see Lele and Meyers, "Agricultura] Development and 
Foreign A;'; ' ,nce" ard "Growth and Structural Change." 

56/ 	 See Lele and Meyers, "Growth and Structural Change." 

57/ 	 Ibid. 
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indicacion of conmitment to agriculture without regard to expenditure
 
quality. It has 
frequently been argued that Nigeria's agricultural share 
was sti ll low in comnparison to other sectors. However, even the level of 
expenditure that did occur could not be absorbed efficiently in Nigeria

owing to a poor agricultural 
 strat4egy which emphasized high-cost irrigation
and faced substantial polit-ical, organinzatinal. ,nd technological 
di fi :uIt ie . 5S 

From this lactter viewpoint, thne thcee countries that we consider
 
to have had superior inLersPctora1 expenditure balances also operated

superior expenditure programs in another sense, 
 i.e., their spending was 
more predictable in overall level, in the balance between recurrent arid
 
capital expenditures, etc Nevertheless, 
 it must be emphas ized that much
 
remains to be desired in public expendit-ure quahity in even the best
 
performing countriecc, 
 part ly reflect-in, the lack of a well.-conce.ved
 
overall agricultural sector lii-y.
 

ww].ii~nonti ~or exp.;ntures did not have the results
 
they cxpec. ' In Nigeri, ,where
5	 

danor, ave priority to smallholder 
agricultur,, th' 'aver:rme' r., tr ;ed irricated agriculture and industry.

In Malawi, dan- sur:11rt-' , W , 1-: govrnmen" favvored the
o c-r ,hile the 

estate sector.
 

Clearly, gavermen t anti dcn r policy inr.oractions on public
expenditures as a whole, as -.ell as at the sector level, are critical for
understanding the precise nature and content of development policy. It is 
to this sector le.el analysis that we now turn. 6 0 

58/ 	 See Lele et aL. "Nigeria's Economic Development." 

59/ 	 Lele and Neyers, "Agricultural Development and Foreign Assistance," and 
"Growth and Structurai Change. " Also see Lele, "The Role of Prince and 
Non-Price Factors in Explaining Sources of Growth in East African 
Agric1ltur .: Some Lessons for overnment and Donors," in orid Bank 
Economic he';iw , forthcoming. 

60/ 	 Fcc exaucp 1, tht MADIA country study on Kenya (see Lele and Meyers,
"Agricultural Development and Foreign Assistance") shows that Kenya's
agricultural sector generally performed well in the 1970s, but that the 
World Bank's agriculturaL portfolio did poorly (see Lele and Meyers,
Growth and Structural Change."), notably because its assistance went 
largely to projects for agricultural credit, sugar, development of 
semi-arid areas, etc., which had relatively low (or evep negative) 
rates a, return. Fn T'anzania virtually all HADIA donors' projects 
perfor-mf:d r- Latively pon::ly. Pried'ction did mo': up thematch to 
agroprae;,;inuapat:it'; ei;. tab ished , ard ovrcommitment of goverurnent
expend itur, '; in th. econoin1; as*; a whole untermin1ed the effectiveness or 
area pro) eats. In NigerLa, b.we':.-r, the Bank played an important role 
in providing assistance that uaproved the quality of expenditures both 
between agriculture and the rest of the economy, and within agriculture
(by focusingl its resources on smallholder related agriculture). (See
Lele, et.al., "Nigeria's Economic Development.) 
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Relative Roles of Price and Nonprice Factors. Based on the
 
preceding discussion it would be tempting to conclude that the 
absence of
 
price distortions 
in Kenya relative to other MADIA countries explains its
 
better overall agricultural production performance. 
 Certainly the shifts
 
between focd and export crop production in the IADIA countries 
can be
 
explained b" 
relative price incentives, 
as we pointed out earlier. However
 
we now turn to the discussion of the relative roles of price and nonprice

factors first 
by reviewing the importance of technological issues ard then
 
by considering the roles 
of price levels, stability, etc., especially
 
relative to other factors.
 

Table 13 shows the yield difference for major crops grown in MADIA
 
countries. As can be 
seen from this Table, coffee, tea, and maize yields
 
ere as much as 
two to four times as high in Kenya as in Cameroon, Tanzania
 
or Malzwi. This means that the 
relative advantage for coffee to maize
 
produc-ion in Kenya was 
at least twice as great as the relative price
 
differetices reviewed earlier 
suggested (allowing of course for some
 
increase in input use 
which enabled the achievement of these higher
 
yields).
 

The reLatively easier access of Kenya's 
small farmers to research,
 
extension, credit inputs and m.arketing, handling, processing and
 
information compar:ed 
to tue access and qiiality of services available to
 
their counterparts in Tanzania, Malawi or Cameroon is 
of special

importance. This 
and other institutional factors can critically affect the
 
willingness of producers to apply their 6 1
labor in ways that enhance yields.
 

Kenya's coffee and tea research is of high quality. So is
 
Malawi's. Kenya's si.;aliholder coffee cooperatives and the 
Kenya Tea
 
Development Authority are recognized 
to be among the most effective
 
smallholder institutions in the provision of services for export crops.

Their clientele, includes an 
unusually high proportion of politically

conscious and vigilant small 
farmers (reflecting the generally more
 
grassroots development of Kenya's coLrnjercial and political institutions). 62
 
It is difficult to quantify the 
relative importance of these factors
 
compared to price levels as determinants of the efficiency and
 
profitability of particular crop 
growing activities, but there is no
 
question of their positive impact.
 

Cotton in Cameroon and cocoa in Nigeria show 
.ha. price levels are
 
not necessarily the most important determinants of crop expansion. On the
 
contrary, technology and organization can counter adverse price 
effects.
 
Cotton producer prices in Cameroon were 
substantially lower than in 
Kenya,
 

61/ The proceSSing units for smallholder tea and coffee funded by the World
 
Bank and CEC 
in Kenya also improved crop collection and greatly
 
encouraged production of both these crops. 

62/ Members of KTDA recently won a 
lawsuit against the Authority for having
 
illegally retained funds from the 
proceeds of tea payments for
 
construction of an office building in Nairobi. KTDA was obliged to 
pay
 
back the sum with accumulated interest.
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TABLE 13: Comparativc Crop Yields, 

(In Kg. per Hectare) 

1970-85 

East Afr;ca 

TEA 

Smllhldr Estate 

COFFEE 

SmIIhidr Estate 

TOBACCO 

Smi Ihdr Estate 

SUGAR COTTON MAIZE 

UALAWI 

KENYA 

TANZANIA 

1971-75 

1976-80 
1981-86 

1971-75 

1978-80 

1981-86 

1971-75 

1978-80 

1981-86 

1 231 

416 
648 

1,345 

1,199 

1,137 

252 

408 

430 

1,399 

1,734 
1,929 

1,73S 

2,239 

2,524 

1,149 

1,358 

1,291 

1 

1 

608 

737 

604 

1,139 

1,271 

1,075 

375 

398 
342 

1,076 

1,189 
1,238 

10,696 
I10,528 
11,290 

1 403 

563 
SE7 

238 

:84 

194 

528 

513 

389 

1 
1,171 

1,895 

1,881 

1,821 

645 

West Afr;ca COCOA COFFEE RICE 
MILLET/ 
SORGHUM GROUNDNUTS COTTON UAIZE 

SENEGAL 

1971-75 

1976-80 

1981-86 

1 1,081 

1,328 

1,617 

1 718 

70 

750 

1 

j 

1,089 

829 

1,006 

1 

1 

823 

811 
99M 

CAUEROON 

1971-75 

1976-80 

1981-85 

348 

252 

267 

325 

270 

295 

1 773 

848 

785 

787 

620 

266 

481 

1,022 

1,307 

1 1,151 

822 

980 

NIGERIA 

1971-75 1 

1976-801 

1981-85 1 

3,428 

2,374 

2,037 

1,679 

1,908 

2,033 

574 

613 

709 

516 

702 

948 

290 

263 

115 

1 

1 

764 

867 

996 

Source: Lele/Agarwal 'Growth and Equity' (forthcoming). 
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Malawi or Nigeria throughout the 1970s, not simply in nominal terms but
 
when considered in real effective exchange rates. 63 (see Figures 8a and
 
8b). Nevertheless cotton yields in Cameroon at the end of the 1970s were 4
 
to 8 times as high as in Kenyi or Tanzania. As a result, returns to cotton
 
production in Cameroon have been significantly higher than in the
 
anglophone countries. This has greatly increasad cotton production, at 8.3
 
percent p.a. (see Table 5).
 

Interestingly, Cameroon's cotton success story seems to contain
 
some of the same ingredients as that of smallholder tea and coffee in
 
Kenya, raising important questions not simply about the price and nonprice
 
factors but about the relative roles of the private and public sectors, and
 
about the relative importance of financial, technological and managerial
 
factors that have contributed to it. SODECOTON in Cameroon is a public
 
sector-operated agency. In terms of management practices, it is a more
 
paternalistic operation compared to the participatory KTDA and coffee
 
cooperatives in Kenya. Comparison of the services available to the cotton
 
sector in Cameroon and its Nigerian o Kenyan counterparts indicate that
 
SODECOTON has access to an excellent .< work of research on cotton
 
undertaken by CFDT in French West Africa, especially in contrast to
 
anglophone Atric:A.
 

Moreover, since the returns to CFDT (which has equity interests in
 
SODECOTON) depend 
on the amount of cotton exported, it has considerable
 
incentive to increase cotton production by improving services, whereas 
cotton cooperatives and parastatals in anglophone East Africa have not had
 
such a stake. (We shall nope later the way in which grassroots
 
cooperatives were undermined in Tanzania as they threatened to become an
 
alternative political power base and a source of political influence.) 64
 
In addition, Cameroon's cotton sector benefited from sound capitalization
 
until 1986 when falling world market prices, overvaluation of the CFA franc
 
and rising government demands that SODECOTON provide developmental ser.vices
 
in the cotton areas combined with higher producer prices led to financial
 
difficulties for SODECOTON. 
Until that point, stable access to capital had 
ensured that farmers actually received the official price at harvest time 
-- in contrast to the situation in angiophone Africa where the regular 
lateness or absence of payments (along with underveighing of the crop) have
 
reduced the effective of prices that farmers have received. Finally, the
 
political support of the government of Cameroon for development in the
 
country's northern and extreme northern regions has been crucial for
 
SODECOTEN's success.
 

63/ This is despite the fact that the bulk of Cameroon's cotton gets
 
classified as higher quality (strict middling 1' 1/16 to 1' 3/32
 
memphis) compareci to Nigeria's strict low middling (medium staple)
 
from 1' to 1' 1/32 texas. The difference in Memphis and Texas cotton
 
was estimated to be some $125 dollars per ton of lint. Moreover the
 
ginning omt turn in Cameroon had reached 39.5Z in 1986 compared to an
 
estimated 33Z in Nigeria, leading to a difference of $250 per ton of 
lint.
 

64/ Tanzania's cooperative sector did, however, have ar impressive record
 
of cotton development in the 1960's. See Lele, The Design of Rural
 
Development.
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Fig. 8a: NOMINAL COT-ON PRODUCER PRICES 
1970-1986 (US 3) 
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Fig. 8 h:REAL EFFECTIVE COTTON PRODUCER PRICES 
1970- 1986
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The private sector nature of cotton production in Nigeria does not
 
appear to have ensured efficiency of the cotton sector. 
Whether privately,

cooperatively or publicly operated, cotton sectors In anglophone Africa
 
have suffered from inadequate capitalization, lack of credit and a poor

record of payments for output, and in particular, a lack of accountability
 
to producers.
 

Two World Bank-funded cocoa projects in Nigeria offer another
 
example in which nonprice factors explain both the 
success throughout the
 
1970s and the decline of smallholder cocoa project level development. The
 
Bank-funded projects coincided with the oil boom when cocoa was 
relatively

heavily taxed and when there was 
ilso a 300 percent increase in the nominal
 
wage. Nevertheless, the two projects exceeded their cocoa planting targets
 
-- a rare occurance in donor-funded agricultural projects 
in Africa -
primarily because 
the almost totally Nigerian-operated cocoa subsector was
 
well-managed. A second contributory factor in this case was 
the fact thfat
 
returns to plancing of improved 
cocoa strains were fully competitive with
 
labor use in the non-agricultural sector, leading participating farmers 
to
 
conclude that benefits 
from cocoa would match those in other sectors of the
 
economy once the oil ran out. Finally, tree plantings make land rights
 
more secure than planting annual crops, o leaving it fallow. Also,

increased land pressure 
 in the cocoa beit meant investment in cocoa had a
 
high return. The World Bank, however, decided not to finance 
the third
 
cocoa project in the 1970'; even 
afrtr its internal processing had
 
advanced. This was because the problems between the federal and state
 
governments 
on the level of financing for cocoa investments could not be
 
resolved. Neither was the extent of subsidy 
on interest rates in the
 
credit component for cocoa 
resolved. It is interesting to note that the
 
Bank's pessimistic outlook on financing of cocoa 
investments (as in tea and
 
coffee in East Africa) also played a part. Finally, the Bank concluded
 
(contrary to ouL assessment here) that the adverse macropolicy environment
 
had undermined incentives to the cocoa sector to a point where financing of
 
a third project was not worthwhile. 

These cases raise questions about the extent to which prices alone
 
matter relative to numerous non-price factors. They also raise questions

about the role stable vs. unstable prices play an increasing production,

and whether there are differences in this regard between annual and tree
 
crops. In the 
case of export crops, price stabilization has typically been
 
associated with taxation of the export crop sector. 
We therefore consider
 
the role of price stability together with that of taxation in 
the growth of
 
export crop production.
 

Coffee and tea 
in Kenya, cotton in Cameroon and cocoa in Nigeria

show good performance of the export crop 
sectors both in circumstances of
 
low and high 
taxation and stable and unstable prices. The argument which
 
emphasizes the need to provice international (meaping unstable and high)

prices to producers, frequently states 
that tree crop prices fluctuate less
 
than annual crop prices, that upswings in tree plantings occur in periods

of price booms; and that countries that do not pass on international prices
 
to producers Lose out on the consequent supply response. By the same
 
token, in periods of low prices producers tend not to uproot tree crops but
 
simply to reduce variable expenditures -- unless of course the price

declines are sustained through public policy as in Tanzania. Certainly

Kenya's experience supports all the above arguments. It also shows that
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considerable revenues can 
be generated even at lov 
(but mildly progressive)
 
rates 
of taxation by increasing produ, tion in response to high prices.

Besides, the efficiency of private expenditures resulting from the
 
increased household savings and investment that higher producer incomes
 
permit are more efficient for growth because of 
the dynamism they create in 
the rest of the economy. 

Many reasons, however, are offered in support of price

stabilization and e:port 
taxes. For example, relatively inelastic world
 
demand for a given commodity under conditions of high producer

responsiveness and 	 high shares of individual countries in worldth, market
 
could lead to excess supply and a fall in world 
 prices. Indeed, weas have
shown elsewhere,6 5 concern about this scenario led Worldthe Bank to adopt
 
a policy in 1972 of halting financing for further expansion of tea and
 
coffee (except when countrien had no production alternatives), and 
confining assistance for these crops to investments in improving productive
efficiency, including the procressing of output already on-stream. 
Parado'icaily, Kenya's smaliholder tea and coffee production rose in the

1970s, partly as 
a result of World Pank lending for processing; growth came
mainly from ara expansion rather than from increa:ses in land productivity.66 

With regard to export taxvs, we have also pointed out elsewhe.re6 7
 

that a wtong comparative adJvantanc' in 
 the production of an export

commodity may entail sub: tantial 
 producer rents, ofsome which could be
 
taxed away without adverse effect on the return to use
resource relative 
the 	next best option. Further, taxation of the agricultural sector may be

compensated for 	 by government expenditures that directly or indirectly
support agriculture -- for example, by expanding markets and raising
productivity through better 
farmer access to technology, inputs,

information. Thus policies 	

and 
for taxation of the agricultural sector or
 

producer price stabilization cannot 
 be judged adequately without also
 
taking into account public expenditures on agriculture 
 that offset the 
revenue rairsed.
 

Stabilization may be 
more appropriate for annual 
crops than tree
 
crops. First, annual crops' prices and yields vary more than those of 
tree
 
crop. , thereby increasing farmers' 
risks and uncertainties. Second, most

annual crops are 
of lower value than tree crops tat international prices),
 
so that the return to factor use tends to be less attractive compared to
 
competing foodcrops -- making switches from annual export 
crops to
 
foodcrops more probable.
 

65/ 	 See Lele and Meyers, "Agricultural Development and Foreign Assistance." 

66/ 	Meanwhlie, concern that falling tea prices would mainly benefit
 
developd,,l world consumers 
rather than developing country producers has
 
been substantially offset by the fact that much of the growth in 
consumption has taken place in developing rather than developed
countries. This may also turn out to apply in the future to coffee and 
cocoa as the demand for them grows in developing countries.
 

67/ 	See Uma Lele, 
 "Comparative Advantage and Structural Transformation: A
 
Review Gf Africa's Economic Development Experience," (paper presented
 

Continued on n.vt page
 

http:productivity.66
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Finally, fluctuations in domestic production to which annual crops
 
are more prone than tree crops may also adversely affect capacity
 
utilization in downstream processing activities -- as in the case for
 
groundnuts in Senegal ad cotton in Kenya (where price stabilization may
 
help stabilize supply by permitting increased use of purchased inputs).
 
Fer cIntra, ising capacity utilization of processing facilities may reduce 
processing !iariins and stimulate higher producer prices and production as 
Ranade and Jamr-meh have shown to be the case in Senegal. 68 Supply 
stabilization through domestic production stabilization may be also
 
necessary as trade policy, which is supposed in theory to improve internal
 
supply. This was some of the reasoning underlying British and French 
colonial decisions to support price stabilization for export crops. 

These various arguments, and the ability to find evidence from
 
MLADIA countries to support conflicting conclusions suggests that there is 
no unique solution to the pricing issue -- and that donors need to beware
 
of over-enthusiastic application of generalized blueprints for "reform" 
that gloss over the need for -ase-specific responses to individual crop 
production and cotry realities Meanwhile, recipient governments also 
.a:e at,: ,:io-.econocic and political dilemmas of their own with 
rezard to a; iLsaue: in particular, a stabilization-plus-export-tax 
321 roac mcy appeal to them on the grounds that they are unwilling to incur 
the substantial regional income disparities and income intability that the 
application of international parity pricing would entail. Their ultimate 
decisions on this point may depend a great deal on the political history or 
their countries. In the MADIA sample, Kenya seems able to handle these 
sociopolitical problems but other MADIA countries seem less able to do so;
 
however, recent evidence with policy reforms suggest that even this might
 
change over time. 

Diversi icar icon Pol ic:is Within Food.t)n Agriculture 6 9 

The priority given in West Africa to rice production is explicable 
by government concern about food security for urban populations. 
Investment also increased in sugar in most MANIA countries. 
T p rapidly growing urban demand Lor rice, wheat, and sugar contrasts with
 
the rural pattern of diverse and region-specific dominance of traditional
 
food crops (sorghum, millets, cass.va, yams) in domestic production. The
 
costs ui domestic rice were subsidized through major investments in local
 
production, consumer prices of food imports were kept low through
 
overvaluation of the exchange rate (e.g., in Nigeria), and through trade
 
and price policies (in Cameroon and Senegal). In East Africa, where maize
 
dominates in production and consumption, there were less acute import
 
substitution efforts for rice and other preferred crops.
 

In view of the foreign exchange constraints faced by countries, it 
is instructive to note the heavy foreign exchange requirements ot the 'new 

Continued from previous page
 
at the Symposium on "Current State of Development Economics: Progress
 
and Perspective" at Yale University, April 11-13, 1986) forthcoming.
 

68/ See Sidi Jarameh and Chandra Ranade, "Agricultural Pricing and Marketing
 
" 
in Senegal, MAIIA Paper (Washington, D.C., World Bank, January 1986).
 

69/ Small producers have pursued increased production of horticultural
 
crops for domestic urban markets and exports. Sugar irrigated or
 
mechanized rice played an important role particularly in West Africa.
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crops in relation to the needs of the traditional crops -- for example, the
 
requirements of Tanzania's sugar industry in the 
early 1980s alone were
 
estimated to be 40 percent of 
the total requirements of the agricultural
 
sector. 70  Employment content of the "new" crops is also worth
 
considering. Only Kenya pursued an 
active smallholder sugar production
 
strategy; 
all the other MADIA countries treated it as a quasi-enclave
industry. Only Malawi's sugar production was an almost completely labor
intensive estite crap. 7 1 

Nigeria pursued by far the most active expansion of large-scale

irrigation for rice production, when considered as a share of total
 
investments, although the other five countries also operated irrigation

schemes costing between $10,000 and $25,000 per hectare. Th role of price
expectations is important to note as well. Many of the investments,

including those financed by donors, were undertaken in the mid-1970s when
world prices were projected to reach well over $500/ton by 1990 (compared
 
to tho current projected 1990 prices of $240/ton). Although these schemes
 
attracted substantial amounts of donor funding, 
little systematic

information on their actual production costs exists, however, and few 
studies have been undertaken of factors influencing internal demand for
 
rice (ecpecinl1y of the factors determining the income and price

elasticities of demand) and, therefore, 
 the likely effects of alternative
 
production. conscumption and import policies on employment, income
 
distribution, foreign exchange 
 earnings and savings, government budget,
 
etc. 
 -

Nevertheless such data as the MADIA study has been able to drow on 
suggest that the unit production costs of rice have been high in MADIA 
countries compared to those in Asia. inter alia, this reflects high costs
 
of capital 'orks, high operating costs of the schemes, low utilization of 
irrigation works and high labor co;ms. 72 In addition, high internal
 
transport costs or shipping rice to the urban centers in the port cities of 
the south :,mpared t,o th, cutnt costs of rice imports have resulted in a 
,ontinu&In4 nod for sub'idies in Cameroon, Senegal and Nigeria, as high as
100 percent at current international rice prices. At the same time, white 
individual countries subs idized domestic rice production (in order to make 
it competitive with imports in distant port cities), the appropriate
markets happened to be across national borders. This raises important
issues about international and regional trade policy. For example, the 

70/ 	See Tanzania Agriculture Sector Report World Bank, Washington D.C.,
 
August 1983.
 

71/ 	See Lele and Meyers, "Growth and Structural Change."
 

72/ 	The Nigerian Agricultural Development Projects (ADPs) funded by the 
World Bank pro:ide an important positive example of a significant
effort t, intrmoduce low cost to well and surface irrigation which have 
the patent ial to transto m agri(cultural prospects in that country.
Even in these projects, however, emphasis on improving indigenous
capacity for policy planning, implementation, management and operations

of irrigation development, including, in 
particular, implications for
 
long term soil and resource management have been few. 
 See Lele, et.
 
al., "Nigeria's Economic Development."
 

http:sector.70
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market for rice produced in northern Camerocn is logically located in
 
nearby Nigeria rather than in southern Cameroon. However, Nigerian bans on
 
rice imports in 1986 have resulted in substantial losses in rice production
 
in Cameroon. This does not mean however that parallel markets across
 
national boundaries do not exist, only that the costs of markt ing Are
 
higher than they need be, the risks aid uncertainties greater, and the
 
difficulties in planning production policy harder to overcome. 

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

Finally, past high world market price projections have exacerbated 
subsidies, resources for which could have gone for traditional food and
 
export crops, in torn, allowing for more efficient growth in the short- and 
the medium-run until true comparative advantage could be developed. Thus
 
in Senegal in a iormal year, for instance, income from groundnuts
 
production is 7 times that of rice. Contrary 
to much of the donor 
analysis, results of the MADIA study conclude that Senegal has a distinct 
comparative advantage in groundnut production in Casamance under improved
technologl. Improvement in groundnut production there has, however, 
received relative little attention compared to the policy priority given to 
the promotion of irrigated rice in the Fleuve. 

Donors' Foodcrop Diversification rnvstments. A consistent and 
Long-term financing policy towards diversification would seem clearly to be 
necessary both within each donor agency and in the donor community as a
 
whole, based on a probabilistic (rather than deterministic) analysis of
 
world market prospects, country-specific and regional considerations, 
etc. 
The outcomes of investments in diversification in Africa have depended more 
on the radically different price expectations over time as well as on the 
ebb and flow of country-specific dialogue and the roles and views of 
individual donor and African government officials, rather than on a well
conceived overall strategy. 
 Thus while the World Bank provided financing

for irrigated rice production in northern Cameroon during the early and
 
mid-1970s, it withdrew support in the late 1970s as rice prices declined 
and production costs exceeded expectations. The EEC and France, however, 
continued their support. In Senegal, on the other hand, at around the same 
time, the Bank did not participate in the investment in irrigation works in 
the Fleuve (fo which several other donors provided suppoit), but then 
undertook to finance field investments for the production of rice in the 
large and small perimeters in the 1980s on grounds of sunk costs (once the 
investment in The barrage had been financed). More recently, donors have 
begun to coordinate their policies towards rice investment in West Africa, 
but it is too early to notice the results. 
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Similarly, while several donors (including the World Bank)
 
invested ii'Burs irrigation in Kenya in the mid-1970s (which later turned
 
out to have had a negative rate of return), at around the same 
time, the
 
Bank steadfastly -- and wisely in our view -- insistel on the pursuit of a 
rainfed strategy in Nigeria and followed it up later with assistance for 
the development of low-cost irrigation, with an important positive effect 
on Nigeria's own s:m,aihoIder development strategy. 

Diversification into Hoticultr.A Cronq. Horticultural crops

have tended by and large 
 not to be controlled by governments. They tend to 
be high-va lue crops, with substantial scope for ir~come and employment
generation among small farmers. The growth of many such crops offers
 
several impressive exampl-s of "urcontrolled" diversification in, e.g.,

northern Nigria. the northern 
 and southern hi.hlands of Tanzania and the
 
highlands ot Camer ,en -- and of course including the growt? of Kenya's

horticultural exports at nearly 12 percent 
 a year (albeit from a small
 
base). Tbis substantial diversification to meet growing urban and export

demand has o:curred 
 in rsponse to investments in physical infrastructure, 
part culArlv i-ad;. Such diver;ifi,:ctori typically gets overlooked in an 
evaluation of oric policy, especially the impact on welfare gains as the 
mainly parr is[ ,alys:s of efficiency and welfare losses focuses on 
traditional i-' and exur ot. craps. Unfortunately, despite the importance 
A deve'lot' nLs of this kind to income and employment generation, their
 
implications ofo publ.ic policy (in 
 terms of the need for supportive
 
transportation, information and financial market networks for private 
 -
trade) have yet to receive attention by governments end donors on the 
necessary scale.
 

Subsidies 

Resources taken out of agriculture through implicit or explicit

taxation may also be returned 
 to the sector, through general subsidies on 
interest rates, or through specific subsidies on inputs, or both. We 
discuss input sub;idies which have been justified on grounds of encouraging 
learning- by-to i.g by reducing the farmers' risks of adopting new technology
and correcting for other (e.g., output--mainly export-- price) distortions. 
Of the six MAD[A countries, Kenya has been the least reliant on e.piicit 
subsidies on fertilizers (removed in 1977), Nigeria and Tanzania, the most. 
Recall that the Latter two also subsidized fertilizers and other inputs 
impliiR:itly through overvaluation of the exchange rate, whereas Kenya did 
not. The rate of exglicit fertilizer subsidy in Nigeria and Tanzania was 
similar (75 percent in the 1970s in Tanzania and 85 percent throughout in 
Nigeria). Explicit fertilizer subsidies in other countries have been 
relatively more moderate -- e.g., Senegal 55 percent, Cameroon 54 percent, 
and Malawi 23 percent. 

Fect i tizer use ha s Leon directed towards particLlar crops through
specific ,l,'.', taoment programs in specific regions. Use at the farm level 
ha'; L),ern in : ,.n :etd by incenti ves; as producers perceive them, and 
consequent ,, ,Aa reat deal of fertilizer, in:luding that directed at export 
crops ha; gnotot ,d crop production, e.g., away frcm coffee to maize in 

7 3 the Western highlands. Growing food insecurity as reflected in price 

73/ Rate of subsidies represen: means: For Stnegal, mean for 1970-82; for 
Cameroon, mean for 1977-82; for Malawi, mean for 1983-87. From Lele 
and Chcistiansen, "Fertilizer Policy in Africa," Table 6. 
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shifts has also led some governments, e.g. Nigeria and Malawi, to
 
explicitly promote fertilizer use on food crops. Kenya has had the most
 
diversified direction and use of fertilizers in food and export crops.
 

Given levels of output prices, and taking into account the extent 
of implicit and explicit fertilizer subsidies, Nigeria has had the most 
favorable food output/input rice ratios. Reflecting its high transport 
costs and slightly undervalued exchange rate, Malawi has had the least 
favorable output/fertilizer prices. 

Profitability of fertilizer use has also been determined by the
 
output-input coefficients. Our survey of fertilizer responsiveness at the
 
farm level stresses how little attention has been devoted to developing
 
consistent and reliable information on this important issue. Existing
 
evidence suggests that fertilizer use is by and large profitable on maize
 
(and especially hybrid maize) at undistorted prices in Malawi, Kenya,
 
Tanzania and large parts of Canproon. The least is known about output
input coefficients in Nigeria and Senegal. Profitability on other crops
 
depends greatly on assumptions regarding technological coefficients. 

The ,,rowth of nutrient ivailahiliAy in the countries has been 
influenced by price as well as nonprice factors, in particular foreign 
exchange availabi.Lity and promotion of fertilizer use through extension 
effort.s. Because of liberal foreign exchange availability Nigeria has had 
the highcst rate of growth of nutrient availability, followed by Cameroon,-

Malawi, Kenya (see Figures 9a and 9b). Senegal and Tanzania have had no 
growth in fertilizer use. 

The budgetary implications of fertilizer subsidies have been the
 
most important concern in their abolition, in addition to the misuse and 
wastage of fertilizers resulting f:om distorted prices. Nigeria's budgetary 
costs have been the greatest. Thus implications of fertilizer use or 
misuse for retention of soil feriKlity under conditions of rapidly growing 
population pressure, and declinirg soil fertility have received relatively 
little attention in initial strucnural adjustment dialogues and in the 
pressure applied to countries by donors for policy reform, although this is 
changing. 

Remova] of fertilizer gubsidies and its likely effects on 
fertilizer consumption raise complex questions about the relationships of 
factor productivity to food crop prices (given that close to 80 percent of 
the value-added in food crops .nder traditional technology comes from 
labor), and of food crop prices to wage costs in the economy, given that 
food constitutes a major share of the cost of labor. These relationships 
have major efficiency as well a:, welfare implications. Increased cost of 
food under conditions of little or no technical change (as prevails in most 
of ,est Aftica) leads to incareased costs of labo with adverse effects on 
export and impor substitution competitivenes s. In Halawi and Kenya, on 
the other ham., th, lack of pr",d:tivity growth in circumstances of immense 
land pressur is also; L.,eading to increased market dependence for food even 
by rural producer:;. Up to 50 percent of the food consumed in the Eastern 
and Central provinces of Kenya by rural households is bought in the market. 
The shares are even higher in Malawi's Southern and Central regions. 
Higher food prices therefore have significant adverse welfare implications,
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Fig. 9a: TRENDS IN FERTILIZER CONSUMPTION 
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especially for low-income rural housevoids, if they are not offset by
 
increased food imports or food subsidies. Fertilizer subsidies also need
 
to be considered in this broader context of effects 
on labor efficiency and 
labor welfare under conditions of growing land pressure and declining soil 
fertility on the one hand, and increased food imports and budgetary 
expenditures on food subsidies on the other. 

All six MADIA countries have subsidized agricultiral interest
 
rates, but Kenya's and Malawi's have been lower than Tanzania's, Nigeria's
 
or Senegal's. The effective level of interest rate subsidy has 
depended on
 
the amount of seasonal and medium-term credit -- largest in Kenya, followed 
by Malawi, Senegal and Tanzania. In Cameroon, credit is tied to the 
promotion of specific export crops, such as Itcoffee and cotton. benefits 
a smaller number of farners than in Kenya or Malawi. Whereas much of the 
subsidized credit has gone to the relatively larger farmers in all 
countries, Kenya's small farmers have tended to benefit the most in
 
relative terms from institutional credit followed by Malawi's. 74
 

The indicrimioate growth of inadequately supervised credit has
 
resulted in low repayment rates and consequent erosion of the financial.
 
capital of creoit institutions in 
Kenya, Tanzania and Senegal (although
 
erosion of the financial capita: of individual intitutions in Kenya has
 
nonetheies s coexisted with the re'1aively high saving and investment rates
 
of rural households). Malawi and Camercoon, on the other hand, 
 have had an
 
excellent record on repayments --
 group credit in Halawi and supervised 
credit for cotton in Cameroon. Group pressure to repay credit in Malawi,
 
however, discouraged its expansion to those low-income small producers who
 
most need credit but cannot bear the risk. 7 5
 

Inequitahle access to subsidized institutional credit and erosion 
of financial capital due to nonrepa)7-nt elicited the view in the 1970s 
that institutional credit is unnecessary for agricultural development. 76 
There has also been a view that the supply of informal credit in rural 
areas tends to be larger than is generally acknowledged. 

The 	extent of free-standing credit projects or credit components

in agricultural projects has differed among countries. While Kenya has had 
the highest number of donor-funded credit proiects followed by Tanzania, 
Malawi and Senegal, Nigeria has had no credit components in donor funded
projects. In recent years, however. donors have suggested that the qupply 
of institutional credit should not be expanded until there has been an 

74/ 	 In Nigeria, credit was formerly available to cocoa an palm oil 
producers (through World Bank-funded projects). But these groups' 
access to credit may weall have fallen owing to the decline of the 
export (rop sector, whereas that of the larger more mechanized farmers 
involved in maize and poultry production appears to have increased -
nearly b percent of the credit provided by Nigerian commercial banks 
to agri:, lrure in 1983 went for poultry production. 

75/ 	 See Uma Lele "Structural Adjustment, Agricultural Development and the 
Poor: Lessons from Malawi" in World Development, forthcoming. 

76/ 	 Dale Adams, Douglas H. Graham and J.D. Von Pischke, Undermining Rural 
Development with Cheap Credit, Vestview Press, Boulder, CO. 1984. 
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adequate effort first 
to mobilize rural savings. MADIA research, in common
 
with other studies of rural households, indicates that easy access to cash
 
-- e.g., through remittances -- has facilitated the adoption of new 
technologies, 7 while cash shortage!- have been a major constraint to the
 
adoption of new technologies among smal.l 7 8 
tarmers. Studies have repeatedly
pointed to the need for increar;ing the supply of institutional credit,
 
esperially whore inciteasirig the use of hired iabor and 
 mdern inputs is 
critical fat raising productivity. So even though institutional 
mobilizatiori of rural savings is essential, abolition or undermin'ng of 
rural credit un-il rural savings are mobilized may be counterproductive. 
This is espec ia liv the case as costs of purchased inputs increase due to 
abolition of subsidies, devaluations and increased internal tranaport 
costs. The RtPDIA study clearly shows the likely adverse effect on input 
use, especially among Low-income producers as cash pur'chases are being
promoted at. the ";,ane i-me that input prices are increas ing (e.g., as in 
Senegal and M, awl 

Both Keny and Nigria operat. subsidy si:hemes on tractor services 
for 'anJ j 1m. Thep t"ait Nigt, r ian prag ras is the moCoe suLbstantial of the 
two Land ha'; lo:P. a major hne of contention between the World Bank and the 
Cove rnmnt a.: N ,,ri. 'Fr:tor h ir e sLvices were subsidizad by state 
governMents toti oxtont ,) 50 75 percent of cost; tractors wer1e sold at 
50 - 75 p-r:ourt of their cost prices-. 

Maize price stabilizatioa operations have been another potential
source of food subsidies in Kenya, Tanzania, and Malawi. The overdrafts of 
the parastatals 
on the maize account have frequently been large in macro

77/ William L. Collier, Ayricultura. Technology and Institutional Chane in 
Java, Agricultural Development Council, New York. 1975. 

78/ In Kenya, for instanc:e, the practice of plucking two buds and a leaf by
small farmers -- which ensures its, high quality premia in the world 
market is said to reduce the quantity of tea plucked per hectare. 
Our own field investigations (supported by a r:ecent survey of small tea 
farmer';) inidi,:ate, however, that shrtage of cash for hiring additionaL 
labor i,; a far reater cons train en inc asing smailIhoLder yields in 
Kenya t.h.an othe- factors, e.g. inadequate fertilizer supply or 
extensioun (;,o St-an ly Hwangy Karuga, "An Evaluation of Tea Productivity 
on Sn'al.holders in Kenya, "unpublished h.A. thesis, University of 
Glasgow) And yet rd it policies in Kenya have discriminated agaIns t 
small r:., r s, befcause many have argued that credit is Unimportalt tor 
small turners. Further even if credit is provided, it is offered in 
kind ( fertli. rs and pesticides) rather than cash (for hiring labor) 
on the grounds that input use will be more easily monitored. It is 
only in the cocoa proj ect in Nigeria that early Bank projects 
recognized the need for cash to intensify labor use. See Uma Lele, 
"Structural Adjustment," in World Develoment- , forthcoming. Also see 
Lele and Heyers, "Agricultural Development and Foreign Assistance."
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economic terms 
and in relation to the size of the recurrent budgets of the
 
agriculture ministries. 79 It is hard to determine whether consumers or the
 
producers have been the primary beneficiaries of the maize price subsidies,
 
as the relationship between open market prices and official producer (and
 
consumer) prices have been inversely related to the size of the crops -
and varied greatly year by year, owing to substantial production
 
instability. Some analysts have argued that consumer 
have not benefited
 
-- because of the poor availability of food supplies at official prices in
 
periods of scarcity, nor have producers, because of the marketing boards'
 
inability to to
purchase all the maize supplied in years of surpluses owing 

inadequate working capital.
 

Consumers and producer-, ecpecially in remote areas where private
 
trade tends not to operate, and where producer and consumer prices tend to
 
fluctuate more in the absence of stabilization, have gained on balance from
 
the relative price stability 
that marketing boards have provided. Costs of
 
the marketing boards' operations could certainly be reduced by increasing
 
managerial efficiency, allowing greater interseasonal and spatial price
 
variability, and making them buyers and sellers of last 
resort.
 

H.owever, it is clear that governments have attached greater
 
impuLance to 
price stability on grounds of political stability, consumer
 
welfare (especially of the lowest income groups) and maintenance of real
 
urban wages than have 
donors. This is already an important issue in
 
countries with high land pressure such 
as Kenya and Malawi, where the
 
proportion of 
food purchased even by rural households has reached 50
 
percent or more. If intensification of land use with increased use 
of
 
fertilizer does not proceed 
then the problem will be further exacerbated.
 
Increased urbanization is also increasing the proportion of population
 
dependent on the market, bx't 
it is the rural poor which are the most
 
vulnerable to price fluctuations. An equally neglected issue is the
 
importance of capitalization of public 
sector grain marketing institutions,
 
especially 
if they become the buyers and sellers of last resort and do not
 
have thH profits to offset against the inevitable losses in interyear price
 
stab'\ization, under conditions of 
substantial year-to-year fluctuations in
 
both supply and demand.
 

Overall, Kenya's pricing and subsidy policies seem to have been
 
the least distortionary. While distortionary policies extracted 
resources
 
out of agriculture in Nigeria, more resources have been returned to 
small
 
farmers producing food crops in the 
form of government expenditures and
 
subsidies than is generally recognized. On the whole, however, there has
 
been a redistribution of income from export 
to foodcrop producers since
 
agricultural taxes have been levied 
on export crops, (with the exception of
 
Kenya) and production and input (including subsidy) programs have 
focused
 
mainly on foodcrops.
 

79/ Kenya's 
and Tanzania's marketing parastatals accumulated losses, for
 
instance, have been estimated to 'e of the 
order of $300 million and
 
$200 million, in 1987 for Kenya and in 1983 
for Tanzania respectively,
 
compared to the annual budgets 
of the ministries of agziculture of
 
between $100-200 million at official exchange rates.
 



- 189 -

Land Polici
 

It is important to 
bear in mind Lhat most of the increase in
 
agricultural production in MADIA countries 
over the past two decade, has
 
come from increases in the area under cultivation, and that the composition

of output has been determined mainly by the shifts in relative prices of
 
crops. 
 Pricing variables have determined the value-added by labor use, th
most critical single factor determining output, although the ability of
 
producers tc mobilize additional land (and labor) -- along with such little
 
capital as is 
used in production in the form of implements, animal traction
 
or fertilizers -- has also been important. In Cameroon and Nigeria, access
 
to 
tractors has helped to determine the ability of rural households to
 
clear land, and suosidies on tractor operations, together with the social
 
and political factors that 
influence individuals' access to tiactor power,
 
have made a difference to the mobilization of land.
 

On the other hand, the inscitutional/judicial aspect of land 
policy -- such as legally specified rights to the use and the owrership of 
land or rights to grow crops has iot been an important factor in West 
Africa compared to 
the three East African countries. Indeed, despite the
 
growing land pressure in at least twc of the three West African countries,
land has been a surprisingly unimportant issue in public discussion and
 
policy formulation. This does not mean, of course, that land access has
 
been equal.
 

The land issue in last Africa has received more public attention
 
and consisted of three factors: 
ease of access to land, the right to
 
cultivate and to otn land, and rights to 
grow crops and to hire labor. In
 
our view, these factors have funuamentally determined agricultural
 
production performance in the 1970s.
 

In Kenya, 
land policy mainly involved settlement of Africans on
 
land formerly owned and operated by Euro.ean settlers in the Rift Valley
and the TWhite Highlands, along with substantial increases in land titling 
in areas of high potential where 
tree crops such as tea and coffee,
 
together with dairying have been promoted. Kenya's data for overall land
 
distribution are limited, especially for tfle large farm sector. 
 The
 
piecemeal evidence that is available suggests that there has been a
 
broadening of the distribution of land, with the proportion of total 
land
 
under 
the control of smaller rural households rising over time, and with a
 
substantial increase in 
the land market. Nevertheless, given growing land
 
pressure and differential access to institutional credit, land access will
 
continue to be a central policy issue doter-mining growth and equity
 
outcomes in Kenya.
 

In Malawi, on the other hand, the increased alienation of land for 
estates, leading to increased land prelsure in smallholder areas than 
simple statistics on arable land/person ratio suggest, combined with 
restrictions on small farmers' rights to grow certain crops is the single 
most important factor explaining the lack of growth of smallholder
 
production (aIOng with the 
more conventional discriminatory producer

pricing policies discussed earlier). Land registration has not progressed

far in Malawi, and much of smallholder cultivation is undertaken on
 
customary land. But the alienation of land for tobacco, sugar and tea
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estates, as well as increases in the amount of public land, has shrunk the
 
share of customary land under small farmer control over time. 80 The
 
subsistence needs of 
a growing population under conditions of land
 
pressure, combined with the government's policy of using a licensing system
 
to restrict the rights to grow high value export crops (flue cui,: 2 and
 
burley tobacco, tea and coffee) has meant an 
increase in the skewedness of
 
land distribution between the 
estate and smallholder sectors. Within the
 
estate 
sector, althoogh farm size has declined over time, 81 there is sti 1 1
 

much underutilization of land -- as 
much as 75 percent of estate land is
 
estimated to be underutilizea. Especially as 
producer price distortions
 
between the estate and the smallholder sector are being corrected, land
 
policy is one of the most important factors determining Malawi's future
 
growth 
in productivity in smallholder agriculture. Without its resolution,
 
a three tier land ownership of estate owners, smallholders and marginal (or
 
near landless) is beginning to emerge.
 

In Tanzania, government policy towards land both discouraged land
 
titling a la Kenya or the use of customary land rights a la Malawi.
 
Traditional land rights were instead transferred to the public sector, with
 
individuals bein given rights 
to the use of land. The ideology of the
 
ruling party, and growizig political mobilization it the grassroots level in
 
support of 
that ideology in the 1970s, discouraged "capitalist" farming by

either large or small farmers.
 

By far the most important land policy decision in Tanzania was to 
move farming households into "Ujamma villages" -- frequently against the
 
wishes of rural households in circumstances where poor land quality
 
required dispersed rather than concentrated populations. Villagization
 
increased walking distances to the farm, while at the 
same time increasing

land degradation, both because of the 
increased cropping intensity that
 
land pressure encouraged, and because of the reduction in the tree cover as
 
farmers made use of public land for firewood -- while resisting replanting
 
trees under the arrangement of village wood 
lots that the government
 
attempted to promote.
 

On a more positive note, Tanzania opened up high potential areas
 
in the scuthf rn highlands by investment in the Tanzam road and the
 
railways. Western donors had declined to finance the latter, leading

Tanzania to 
obtain funding from the People's Republic of China. Tanzania's
 
southern highlands now constitute an important source of agricultural
 
production (including coffee, 
tea, maize, tobacco, etc.) Nevertheless, the
 
growth that resulted from opening up these 
areas of high potential was
 
offset by the government's discriminatory pricing and investment policies
 

80/ For instance, between 1966 and 
1985 land available for cultivation
 
decreased by one half-million hectares, or 26 period, while area under
 
tobacco estates has grown by 400,000 hectares in the period 1977 to
 
1983 alone.
 

81/ For example, while in 1976 
the total number of tobacco estates in
 
Malawi was 
only 710, by 1985 that number had grown by 21 percent p.a.
 
to reach 3,972. The average size meanwhile decreased from 34 ha. to
 
only 11 ha.
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(which mostly hurt the traditionally established production areas 
in the
 
north and the west) and its active support of low-income and resource-poor
 
regions.
 

Labor Policy
 

An important and related issue affecting factor mobilization in
 
East Africa is that of labor policy. Labor legislation, use of minimum
 
wage laws and unionism were 
all the most active in Tanzania. These
 
factors, together with the political campaign to discourage the use of
 
hired labor, all help to explain the decline of smallholder and large-scale
 
agriculture alike in Tanzania, given the 
labor-intensive nature of export
 
crop prodLction. The Malawian government's virtual neglect of unionization
 
of labor and wages, on the other hand, expl*ains Malawi's growth rate of
 
wage employment of nearly 10 percent annually in estate production in the 
1970s, in circumstances of a declining real wage created by an elastic 
supply of labor due to che land policy. Kenya, on the other hand, created 
a wide range of employment opportunities in the agricultural sector (i.e.

in both large-mcale and smallholder farming). hile it provided minimum
 
wage guideI ines; which were generally observed in agricultural empl oyment,
 
it nevrthele ,s followed a more middle-of-the-road course towards labor
 
than either Tanzania or Malawi. As a result, employment has grown rapidly
 
in agriculture and the nonfarm sector alike, while real wages 
in the rural
 
sector, despite rapid population growth have 
fallen less in Kenya compared
 
to their levels in the early 1970s and relative to in Malawi and Tanzania
 

8 2
 where they have declined by nearly half.


Technology Policy
 

The fundamental 
importance of increased factor productivity in
 
agricultur_ has been stressed in a variety of different contexts in MADIA
 
countries. Increased foodcrop productivity is important not simply for
 
improvement of human welfare, because small producers give first priority
 
to achieving food 
 security through the use of their own resources. This 
releases land and labor for diversification into other higher-value
 
activities for domestic consumption or the market.
 

Growth of maize production in a wider range of ecological
 
conditions in MADIA countries is therefore of interest as 
a case of
 
technical change in the foodcrop sector. 
Not only do traditional varieties
 
of maize yield higher than the sorghum, millets, and rootcrops they
 
replace, but more fertilizer-responsive varieties of 
 maize have been
 
available. 
 In the case of improved maize technology once again Kenya had
 
made the greatest strides. Up to 60 percent of 
Kenya's smallholder maize
 
acreage is under improved (hybrid or composite varieties) compared to less
 
than 10 percent in all other MADIA countries.
 

This in part is because the better watered high- and medium
potential area,; of Kenya have shown greater fertilizer responsiveness than
 
elsewhere in Africa. Moreover, Kenya has 
had an active seed production
 
program and an effective extension system. 
Research now indicates that the
 
willingness of Kenya's relatively better-endowed small farmers to undertake
 

82/ See Uma Lele and Manmohan Agarwal, op.cit.
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risks have also played a part in greater adoption in Kenya than in Malawi,
 
where even after 20 years of generally effective agriculture development
 
programs less 
than 6 percent of the the small farmers use improved maize
 
varieties. 8 3 However, the greater progress of Kenya also reflects 
a longer
 
history of effort for developing agricultural technology suited to the
 
particular requirements of small This was not
farmers. a priority for
 
governments and donors in the 197 0s when extension programs received
 
priority over research. It is only in the 1980s that donor financing to
 
establish national agricultural research capacity has been provided in
 
Africa. Our analysis of the x,,rience in building indigenous research
 
capacity indicates that, in contrast to Asia earlier, there is still
 
relatively little political cormmitment to science and technology for the
 
development of smallholder agriculture. In externally assisted programs,
 
the substance of research (as it relates either to 
factor endotments or
 
agricultural policy), has received relatively little attention compared to
 
the provision of physical capital and extarnal technical assistance. This
 
is because there is not yet adequate agreement among the donors and
 
governments on the substance of research. 
 Only the U.S. has played an
 
effective role in building African scient.fic manpower, albeit primarily
 
in foodcrops research. Meanwhile, ineffective foodcrop research systems

and the diversion of resources from those systems into the staffing of
 
rural development projects and elsewhere have been major problems in all
 
MADIA cour'tries.
 

Commodity research for export crops has historically been of high

quality but deteriorated in most MADIA countries, e.g., in Tanzania and
 
Nigeria. In the latter, a once impressive Nigerian scientific community
 
remains unsupported and unproductive (despite substantial increases in
 
expenditures on research during the oi.l 
boom), mainly because of unstable
 
funding and lack of political support for research. 04 In Tanzania, the
 
breakup of the East African Community and subsequent primacy of ideological
 
over technocratic considerations in the formulation and implementations of
 
agricultur3? policy has undermined research. 
 More generally, the rapid
 
indigenizatin of research staffing has been 
a problem in most MADIA
 
countries, dlong with poor research management and leadership.
 

In the francophone countries, commodity research carried o,.t 
by
 
the French has continued to be strong, but little training of nationals has
 
taken place relative to that which was formerly provided by the British in
 
anglophone Africa for export crops (and more recently by the US in
 
foodcrops). Moreover, although commodity research has yielded major
 
innovations (such as drought-resistant varieties of groundnut, promotion of
 
sole cropping, and increased of animal it
use traction in Senegal), has 1ot
 
addressed the serious problems of soil degradation, especially the
 
integration of cropping, livestock and tree 
farming by smallholders that is
 
urgently needed to protect the environment from rapid population growth.
 

83/ Strong preference of traditional maize varieties is often offered as 
an
 
explanation for the low adoption of hybrid maize in Malawi.
 

84/ See Lele et al. "Nigeria's Economic Development."
 

http:varieties.83
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MADIA analysis of technological capacity stresses that long-term
 
political commitments of governsiits at 
the highest level will be essential
 
for establishing sound research policy and its 
implementation. This will
 
have to involve far better utii .zation of 
trained African manpower on a
 
stable basis, as well as far greater investment in indigenous human capital
 
and in the organizational and management capacity for research.
 

Finally, the MADIA study emphasizes the neglect since the early
 
1970s of export crop research (in contrast to the colonial era) by
 
governments and donors 
alike (partly reflecting the combination of
 
competing commercial interests. In the U.S., for example, humanitarian
 
concern about food security, and the 
related public relations importance of
 
food security issues among constituents cf foreign aid in the Westpia
 
community, 
as well as the concerns about environmental effects of export
 
crops prevailed. It i3 striking to 
note, for example, that the
 
Consultative Group on International Agricultural Research 
(CGIAR) provides
 
relatively little support 
for export crop research, and despite the
 
emphasis plaiced on export-led growth in policy reform in Africa, there has
 
beer litt.e discussion of export crop research and support 
from the
 
international community, except through individual bilateral efforts. 
 Even 
the latter are atrophying with passage of time. Thus we do not yet see
 
solutions to promote agriculturally-led export growth in Africa. The
 
emphasis has continued to be on a relatively short horizun, mainly in the
 
context of policy-based lending -- approaches that have imn)ortant merits in 
the right context, but that Jack the specifically targeted and catalytic 
approach to building a larger balance of capital hiat. we consider
 
essential. 85
 

Infras t ruc ture 

Rucal feeder roads have 
a key role to play in the growth of
 
smallholder production. 8 6 
In Senegal an, Malawi, however, a relatively good
feeder road network has not stimulated agricultural growth; in Senegal due 
to poor natural resources, and in Malawi due to poverty aggravated by 
effects of land and price policies which keep internal ('ffective demand
 
low. Kenya and Malawi have continued to have a good general record on
 
feeder road development and maintenance. Nigeria and Tanzania have had 
a 
rather poor record, especially of maintenance of newly constructed and 
existing feeder roads. Caineroon's feeder road network has been the worst. 

Contrary to general beliet, our observations -- albeit based on
 
field visits and fragmentary data -- suggest that markets for foodcrops are 
not well-integrated in Africa and government contzol 
-- which is important 
in East Africa -- is not the orly constraint to market integration. 
Unavailability of infrnmation, lack of standardization of weights and 

85/ See Uma Lfle and Arthur Goldsmith, "The Development of National
 
Agricultural Research Capacity: 
 India's Experience with the
 
Rockefeller Foundation and its Significance for Africa," in Economic
 
Development and Cultural Change, Forthcoming.
 

86/ See Uma Lele, "Agriculture and Infrastructure," paper presented for 
a
 
Symposium on Transportation and Structural Adjustment, organized by 
the
 
Transportation Department, The World Bank in Baltimore, MD, May 6-8,
 
1987. 
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measures, shortages of credit to 
private traders, and inadequacy of private
 
transport and storage have 
inhibited the development of local marketing
 
infrastructure in all MADIA countries. Kenya and Nigeria, however, already

show a distinct edge in the 
role that markets and the private sector play,
 
a roie in part augmented by high population densities and greater effective
 
internal demand.
 

Institut-'onal Development
 

The MADIA study addresses several dimensions of institutional
 
development that together critically determine the 
formulation and
 
implementation of a cohesive agricultural policy. 
 The first issue concerns
 
the relative roles of technocracies vis-a-vis political factors 
in the
 
formulation and implementation of policy. Kenya and Malawi have placed
 
more 
emphasis on the role of technocrats 
than Nigeria, Tanzania or Senegal.
 
Ministries of agriculture have had clearer roles 
in policy planning and
 
implementation in the former than in 
the other MADIA countries, where the
 
ministries have been very weak. 
 Fragmentation of responsibility for policy
 
planning is a major problem. In Tanzania the party (CCM) and the Prime
 
Minister's office have had 
far greater policy influence in agriculture than
 
the ministry of agriculture since the decentralization of the government in
 
the 1970s. In the francophone countries and in 
Nigeria, planning and
 
implementation of agricultural development is mainly undertaken by large
 
numbers of parastatal agencies and autonomous project units 
rather than by
 
government departments or ministries of agriculture. As to the formulatio
of agricultural policy, other ministries 
-- commerce, industry, planning,
 
science and techitology --
 play important roles with little coordinatiun and
 
no clear center for decision-making.
 

Because of the strategic importance of agriculture, in partcicular

the food security issue, 
the role of the Presidency in agricultural policy
 
has been strong in all countries. In some cases (Malawi), the President
 
has retained the agricultural portfolio; 
in others, the president's office
 
increasingly ";econd 
guesses" the ministry of agricultuLe. In Nigeria such
 
centraLizatiLon has allowed donors to deal with a single ceniter of power 
vested in the federal government. However, the weak capacity of the state
 
departments of agriculture, as well as of local goverunients and 
cooperatives has been a particularly serious problem in 
ensuring
 
responsiveness of 
smallholder development programs to the diverse needs and
 
potentials in a large country and especially 
to ensure their
 
sustainability.
 

As with so many other developmental variables reviewed in the
 
MADIA study, in Kenya there has 
been greater responsiveness of agricuitural
 
policy to grassroots interests 
through the establishment of routine
 
mechanisms which articulate these interests. TIiis reflects Kenya's
 
political strucggle for independence, which was based on 
the Africans' 
assertion of their rights to land and to grow export crops, rights which
 
were denied to them during the colonial era. Kenya's policy, therefore, 
represonts agricultural interests to a greater extent than other MADIA 
countries.
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Elsewhere governments have tended to 
show little enthusiasm for
 
grassroots institutional development, because 
they have perceived it as
 
leading to alternative centers of political power.
 

Emergence of such alternative centers 
of power explains the lack

of stability of institutions even in circumstances where political

stability aas existed. 
Malawi, Kenya and Cameroon have enjoyed more stable
 
institutioni, although 
even in these countries institutional instability 
is
 
increasing. Institutional instability has been 
a major problem in
 
Tanzania, Senegal and, of course, in Nigeria.8 7
 

Encouragement of privatization, of course, is 5nother critical
 
form of economic decentralization. Whereas Nigeria 
and Kenya have shown a
 
greater proclivity in this direction--in the 
case of Nigeria even to the
 
abolition of marketing boards in 1986--the examples of cocoa, coffee,
 
cotton, tea 
and maize cited in this 
paper provide support to our argument

that that the private sector is invariably more efficient than the public

sector in marketing, agroprocessing or exports. Meanwhile the public

sector has an irreducible regulatory function involving 
the establishment
 
and enforcemnt 
 of weiphts, measures, standards, quality and payment

procedurP-
 (as in exposer crps marketing), together with
 
investment/implementation 
responsibilities for the provision of public

goods through the development of 
transportation and communications, and the
 
dissemination of information; even agroprocessing may best be undertaken by

the public sector in instances where the 
potential availability of scale
 
economies meaas 
that time is needed to develop production and to put these
 
institutions on an economically viable basis 
in the private sector.
 

Substantial weaknesses 
in MADIA countries' formal institutional 
structures, as well as broad organizational shortcomings and poor
demarcation at reopf nibilities between different government (andlevels of 
among different unit; of management at the same levels) are the norm as are
 
similar weakness,,, in the 
allocation of developmental roles between
 
government, commey:cial organizations and participatory 
institutions. In
 
our view, th" institutional issue 
is an important constraint on develcpment
that ha; received far too little attention in analysis of agricultural

development in Africa in 
relation to the weight given macro and
to sector
 
policy reform, even when allowance is made promotion of
for the 

privatization and strengthening of 
the planning capacities of ministries
 
under recent structural adjustment loans. 
 Indeed, given the underlying

sociopolitical 
factors which have affected institutional choices, 
it is not
 
clear to us 
that adjustment programs have adequately reflected 
their
 
implications either for 
the content or the speed of institutional reforms.
 

87/ In Tanzania, Malawi, Cameroon and Senegal, the role 
of private trade in
 
agriculture was 
actively discouraged in the 
late 1960s. In Senegal and
 
Tanzania, this was followed by 
the encouragement of the cooperative
 
movements, 
in the early 1970s, then by its replacement with parastatal

credit, marketing and processing since the mid 1970s, 
followed by

abolition of parastatals in the 
late 1970s and early 80s and their
 
replacement again by cooperatives and the private sector.
 

http:Nigeria.87
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Concluding Assessment
 

This paper has demonstrated the complexity of agricultural

development in Africa, the number of variables that impinge on 
the outcomes
 
and in particular the extent of variability in the endowments of the
 
countries as well as in 
the policy responses and outcomes.
 

In terms of initial conditions Kenya and Nigeria were the most
 
well off, followed by Cameroon and Tinzania. Senegal and Malawi inherited
 
by far the least favorable initial conditions. Nigeria and Cameroon had
 
favorable external shocks 
due primarily to the dominance of oil. In
 
Senegal, while the 
changes in external terms of trade were favorable due
 
primarily to the role of phosphates, other external shocks 
relating to
 
agriculture turned out to be unfavorable both as regards 
terms of trade
 
changes for groundnuts and the climate.
 

Fortunes of the more agriculturally based economies in 
the East
 
were less favorable than in the West. 
 Terms of trade losses were the
 
greatest for 
Kenya, although both Malawi and Tanzania also suffered from
 
major losses.
 

Only Kenya among the MtxDIA countries, made the most of 
its initial
 
conditions and pursued a combination of macroeconomic and sectoral policies

that achieved rapid agricultural growth while also achieving equity.
 

While Malawi's growth record was 
good in the 1970s due primarily
 
to its good macroeconomic policies, the 
land and price policies swamped the
 
effects of other favorable policies in smallholder agriculture.
 

Nigeria's adverso policies and "luck" 
in terms of internal shocks
 
to the system meant that it did not make good use of 
the resources at its 
disposal to lay the foundation for lonig-term growth, although much physical
infrastructure got developed and social indicators improved. Political
 
problems have been enormous in Nigeria, indeed the nature of policy 
responses were in many ways symptomatic of those political and
 
institutional problems.
 

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

Tanzania and Senegal were 
the least well performing countries.
 
Whereas 
adverse policies played a part in both countries, Tanzania's more
 
favorable resource tendowments relative to Senegal's dominate the role of
 
policies in explaining performance. In Tanzania's case, genuine strides
 
were made on the 
equity front but could not be sustained due to inadequate 
attention to agriculturally-led growth. 

While favorable price incentives through conducive macroeconomic 
and sectoral policies played a key role in explaining performance, the
 
fundamental importance of the quality of natural 
resouies, technological,
 
institutional, political and human and physical investments played a major
 
role in 
the ability of small farmers to mobilize land and labor, the two
 
most important factors explaining growth. There was relatively little
 
technical change in the agricultural 
sectors of MADIA countries.
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.An important foundation of physical and human capital was 
laid in
 
all countries, but successes and failures 
in MADIA countries show the 
amount of time involved in learning-by-doing, and therefore how important
it is to exploit initial conditions as well as how difficult it is to 
create a new niche thrnugh diver:ification. Ironically, the countries that 
ottempted to diversify their economies the least rapidly did well. 

Given the growing population pressure on limited land resources in 
Kenya, Malawi, and Senegal, they face the most difficult problems. Now
 
that Kenya has developed a 
 sound foundation of smallholder agriculture,
productivity increases will be crucJ for growth. In Malawi and Senegal,
smallholder agriculture faces far more c-nplex problems in part due to the 
policies pursued in 
the 1970s. Inazania and Cameroon, and to a lesser
 
extent Nigeria, have better prospects, if only because of favorable
 
resource endowment s. 

We have nr, ied the relatively small role that donor assistance has 
played in tan *; row rh that has occurred in MADIA countries -- large amounts 
of donor an i istonic have been allocated with the best of intentions but to 
types of artivitis that have had little effect on growth. Nonetheless,
 
there are n,: outstanding eyamples of the catalytic role that well
conceivd dnor a.s..ince 
 cati play. They include smallholder tea and
 
coffee del ntnr i: Kenya, cotton 
 in Cameroon, and maize and small-scale 
irrigation in northern Nigeria and elsewhere. The success with which
 
(0onor s have contributed to 
 the growth process seems fundamentally to depen 
on the extent to which they understand the myriad microlevel constraints on
growch prospects in individual projects and subsectors. Not surprisingly,

therefore, those donors 
 with prior colonial connection with Africa have had 
a relatively greate.r share of the successes achieyed than others. The
 
importance of the 'cplonial" donors has been declining 
 in Africa, however,

and their- a, i ir' to create sustainable indigenous systems has 
 been 
limited. This j nelin in external expertise and ltaouledge about Africa is
 
espe:ill wcr ring in relation to the amount of 
 external financial 
resouroes, vin devoted to alleviaring the continent' s cr 1ses. Equally

worrying is; the 
 ta-t. that with the major exception of the U.S. record (in

Asia as well as in Africa), "new" donors have 
 t nded to underemphasize the
 
importance of human and institutional 
 capacity, while overestimating the
 
utility 
 of aid in the form of physical plant and expatriate technical 
assistance.
 

It. is important ro stress that out findings reflect the donor
 
studies carried 
 out for the wider MADIA program. The official studies 
contributed by donors themselves emphasize the extent to which the 
effectiveness of external assistance has been undermined by the donors' 
limited ability to tailor their assistance to important aspects of the 
local conditions under which their programs operate, and to take adequate
account of the impact of microlevel constraints. Donors also note the 
tendency to repond to such problems by falling back on technological and 
organizarinit ; ,]utin s arising fErm their own particular backgrounds and
 
expectation.J, which may have relatively little connection in practice with
 
recipients' needs or organizational and manpower capabilities. Time and 
again, studies by MADIA's collaborating donors 
stress the problems

associated with lack of country-specific knowledge, including historical
 
and situacion-spec.fic constraints: 
 they also emphasize the pressing need
 
tor a greater institutional memory in 
the donor community and a better
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understanding of the sociopolitical and technological 
factors operating _n

recipient countries, if the 
current focus of reform programs on the removal
 
of price distortions is to be appropriately complemented by the
 
institutional and other nonprice changes needed to give the 
pricing reforms
 
a chance to work. There also needs 
to be greater emphasis on the longer
term "superstructural constraints" 
that persist even while SAL-type
 
programs are being completed, constraints that only Africans themselves 
can
 
remove with increased political -ill and improved human and institutional
 
capital.
 

The MADIA study also 
stresses the imperfect understanding of the
 
real sources and causes of growth and the means 
to promote them -- donors
 
and governments do not always agree 
on means or even on specific ends. An
 
objective diagnosis o! a particular development problem (or definition of 
a
 
particular policy goal) can only be 
built up through data-based analysis,

in which donors and recipients need to share. This should enable donors
 
and recipients to reach a consensus about the steps needed 
to solve the
 
problem or achieve the goal. 
 A second broad consensus then needs to be
 
built within the recipient country (based on the involvement of individual
 
recipient country policymakerg in the previous two stages), so 
that there
 
is a sustain'd indigenous commitment to the reform process.
 

Finally, if the I-t\DIA study has 
one observation to offer in
 
addition to 
that of the need for greater depth in framing and implementing

agricultural development strategies, 
it is the extent to which the swinging

pendulum of donor 
concerns -- from a preoccupation with equity in the 
1970s
 
to emphasis on efficiency in the 1980s 
-- has tended to divert attention
 
from more basic, long-run problems. The emphasis on "quick' rpverty

alleviation during 
the 1970s gave priority to helping low-income regions

and populations, 
and to raising foodcrop production. The present tendency
 
to emphasize equally 'quick" solutions based 
on correction of price

incentives and markets, 
can lead to inadequate attention to an appropriate

balance 
between food and export crop development, between growth and equity

objectives (regionially and natio:nally), between short-term macropclicy

adjustments and long-term capacity building, and between physical and human
 
capital development.
 

The 
problems associated with framing and maintaining agricultural

development strategies 
based on specificity and balance 
are very real. If
 
such strategies are 
to become successfully institutionalized, fundamental
 
changes in approach will be needed. This entails a new 
focus on the part

of donors and recipients alike -- a more comprehensive, data-based,
 
systematic and comparative understanding of specific development 
issues and
 
constraints on a continuous basis, 
perhaps using much broader-based
 
programs of analysis of the kind attempted in this study. As a part of the
 
aid coordination process, donors need to 
specialize and concentrate their
 
resources on 
their respective comparative adva.t:ges. The process of
 
knowledge a,:quisition and utilization by African 
governments themselves
 
needs to be ;upported, so as to improve 
their ability to address their own
 
development needs successfully. This process should 
include establishing

and fostering centers of excellence on 
African issues, in both African and
 
donor countries.
 


