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Introduction
Mats Harsmar™

This volume comprises the proceedings from a workshop on "policy, poverty and
agricultural development in Sub-Saharan Africa”, which was held at Frosunda-
vik, Sweden, in March 2006. The workshop was initiated and arranged by the Expert
Group on Development Issues, which is linked to the Swedish Ministry for Foreign
Affairs.

Sub-Saharan Africa is the only major region in the world where poverty is
increasing rather than going down and where human development indicators
tend to worsen. The region thus poses a major challenge to the achievement of
the Millenium Development Goals by 2015. A major cause of this is the crisis in
African agriculture, especially when it comes to the production of food staples,
both for the rural population itself and for urban areas. Since the 1960s, agricul-
tural output per capita remained stagnant and, in many places, declined. Africa
is the only continent where cereal production per capita was less in 2001 than in
1961.

Over the years, considerable efforts have been made amongst researchers to ana-
lyse this crisis and its root causes (See for instance Kherallah et al., 2000; Djur-
feldt et al., 2005; Inter Academy Council, 2004; Toulmin and Gueye, 2003; IDS,
2005). Recently, efforts have as well been made in the policy field. African govern-
ments have collectively engaged in the New Partnership for Africa’s Development
(NEPAD). Under a special session of the FAO Regional Conference for Africa in
Rome on 9 June 2002, the Comprehensive Africa Agriculture Development Programme
(CAADP), was first endorsed at ministerial level by African Ministers assembled.
It has since then been officially adopted by NEPAD organs as the framework for
the sector’s development in Africa. The programme is meant to provide African
governments, in collaboration with their development partners, with an oppor-
tunity for renewed and re-focused efforts to reverse decades of stagnating eco-
nomic growth, low agricultural production and declining productivity, food inse-
curity and increased poverty in the region.

African governments have since then as well agreed to “adopt sound policies
for agricultural and rural development, and committed themselves to allocating
atleast 10 percent of national budgetary resources for their implementation within
five years” to the agricultural sector. This was declared in the Maputo Declaration
on Agriculture and Food Security in Africa of July 2003. Heads of state and govern-
ments, participating in the African Union high-level meeting, signed the declara-
tion.

In the donor community, for instance the World Bank and the European Com-
mission have both made renewed efforts aimed at strengthening the agricultural
and rural sectors, not least in their interventions in Sub-Saharan Africa. A num-
ber of bilateral donors have, in the framework of the OECD Development Assis-
tance Committee, DAC, developed a common position paper (OECD, 2006).

* Head Secretary, EGDI, Ministry for Foreign Affairs, Sweden.
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In a parallel development, a number of OECD countries try to enhance their policy
coherence for development. Sweden is amongst the frontrunners in this field, acti-
vely looking into issues such as coherence between its agricultural, trade and
development policies. Hence, the issue of Sub-Saharan African agriculture is high
on many policy agendas.

In this context it was deemed relevant to bring leading researchers and policy-
makers to a roundtable aimed at analysing binding constraints to the development
of agriculture in Sub-Saharan Africa. The objective was to bring various per-
spectives together in order to not just understand the problems, but also to advice
on how to act on them.

Every attempt at discussing “agriculture in Sub-Saharan Africa” is at the same
time much too broad, as well as too narrow. Sub-Saharan Africa is not one homo-
genous unit and the diversity on this continent, in terms of agro-ecology, market
conditions, policy frameworks and cultural characteristics, makes it very difficult
to generalise about descriptions of problems, as well as about solutions. At the same
time, agriculture may in many situations be too interlinked with other economic
and cultural activities on the continent, as well as with economic and political con-
ditions outside of it, to be meaningfully dealt with in isolation.

As shown by others (IDS Bulletin, 2005), agricultural development in Sub-Saha-
ran Africa is dependent on a multitude of factors and the risk for oversimplifica-
tion in dealing with it (“quick fixes”) is obvious. However, the approach chosen
for this roundtable was to focus on productivity growth in the cultivation of food
crops. This entry point enables an emphasis on what must be an essential com-
ponent of every attempt at reducing poverty through agricultural development.
At the same time, it allows for an analysis that brings in a vast number of primary
and secondary factors, which all impact on agricultural growth and poverty reduc-
tion. The productivity entry point encompasses such diverse areas as public
policies, human capabilities including health and education, the functioning of
markets and institutions, other kinds of social relations as well as technology, and
innovations.

This volume sets out with a discussion on the role of agriculture and food pro-
duction in economic development in Sub-Saharan Africa more broadly. Peter
Hazell argues that no other economic sector has the scale and potential to play
the role of economic engine for the continent. Agriculture, and in particular food
crop cultivation, is broadly spread over the continent, has considerable catch up
potential, given the low levels of factor productivity, and has strong growth
linkage effects, especially in the early phases of development. It may as well be a
sector that is strongly pro-poor. The counter-argument is of course that agricul-
ture has had a very bad track record in Sub-Saharan Africa, and that world
market prices are very low. On the other hand, the manufacturing or the service
sectors have not shown any better results. Hazell thereby dismisses the argument
put forward by Collier (2006) about resource-scarce coastal economies adopting
the East Asian development model of diversifying exports and harnessing the
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country’s endowment of abundant labour. According to Collier, land-locked coun-
tries could serve as labour resource pools, rather than develop as independent natio-
nal economies.

Hazell’s argument is, as well, reinforced by recent research into the emerging
role of China and India towards Sub-Saharan Africa: “Policies, such as emphasis-
ing the expansion of labour-intensive manufactured exports as a means for poverty
reduction, may need to be qualified, in light of the increasing competition and
falling prices for many such products, while vertical integration in resource-based
industries will have to be supported increasingly”, (Chen et al., 2006, p. 70).
Chen et al. also point to the important challenges that lie in promoting agricul-
tural progress in Africa, both because African food production may be relatively
more secure from Asian competition, and because the increased Chinese demand
for food products opens up possibilities.

If it convincingly may be argued that agriculture has an important role to play
for economic growth in Sub-Saharan Africa, how then should such agricultural
development be brought about? This is the theme of the rest of the volume.
Gueye takes a in his chapter a somewhat less aggregated perspective, as compa-
red to Hazell. He discusses the role of family farming in West Africa, and he is in
particular concerned with what measures African governments need to take for
this sector to survive and hopefully also thrive. Policy messages for African govern-
ments come across in all the various chapters, and what emerges specifically from
Gueye’s argument is first that the state has a very important role to play, and secondly
the importance of supporting peasant and producer organisations. In situations
of deregulation and liberalisation, such as those that have characterised many Afri-
can countries during the last 10 to 20 years, a combination of government action
and collective action from well-organised producer organisations may be what is
needed to create and integrate markets. Governments have important roles to play
in areas such as price policies, infrastructure investments, making vital informa-
tion available, securing access to land, protecting natural resources and providing
research and extension. However, without the active involvement of independent
producer organisations, a development based on private initiatives will not be
broadly based, and utilise the potential of the family farms.

The markets that governments are to encourage should provide small-scale far-
mers with market outlets and necessary production inputs. The social capital and
trust needed for trade to take place over long distances, where personalised net-
works no longer suffice, need to be built or re-built. Conservatory power struc-
tures may need to be reformed, for markets of a more broadly inclusive charac-
ter to evolve. There are as well essential gender aspects to take into consideration,
not only in intra-household relationships (See for instance Ouédraogo and Oué-
draogo, 1998, Yngstrom, 1997 or Haddad et al, 1997), but also when it comes to
market access more generally (Freidberg, 1997). In particular, many prevailing land
tenure systems carry as well important gender implications concerning issues
such as women’s inheritance rights, incentives for investments etc.



12

Another policy area where active involvement from African governments is
needed concerns the role for research and technology as underpinning producti-
vity increases in agriculture. According to Djurfeldt et al. (2005), there are impor-
tant variations in food crop productivity at village level. A highly productive
minority of cultivators reaches a substantially higher productivity than the majo-
rity, on the same kind of soils and under comparable conditions. The major
difference has to do with access to assets. Hence, their perspective is greatly posi-
tive regarding what can be achieved if standard and adapted technologies may be
utilised more broadly.

Jones describes, in his chapter, some of the most promising areas of new tech-
nology. Much progress has been made in the development of better-suited vari-
eties of in particular cassava, banana tissue and rice. These new varieties have great
potential since they are not demanding high inputs of fertilizer or irrigation, but
may nevertheless contribute to substantially increased yields. In spite of these ad-
vances, and in spite of reports of increased yields where such varieties have been
put to use, questions remain as to how new varieties may be put in production
on a wider scale. Jones calls, in his chapter, for investments in new and better func-
tioning innovation systems. Innovations need to link advancements in technology
with the needs of users in the field, in an unbroken chain, and a network of inter-
organisational linkages need to evolve, he argues. The reason behind Africa’s low
agricultural productivity is not any single factor, such as lack of finance, or lack of
research skills, but rather the missing interaction between all involved actors.
Hierarchical structures in current agricultural research organisations need to be
opened up and decentralised, and multi-disciplinary, multi-stakeholder, multi-orga-
nisational systems of innovation need to be built, according to Jones.

Indigenous innovation has been a central feature of African agricultural deve-
lopment for a long period. However, indigenous innovations are mainly incremental,
concerning things such as organisational and institutional changes, new seeds etc.
They do seldom carry high income gains, which is why the importance of them
is often overlooked (Ochieng, 2007, p 1f). Smallholder farmers are often the
most significant innovators. In several communities, they account for as much as
90 percent of the seed needs (Kuyek, 2002). In spite of this, national agricultural
research systems, NARS, are in most African countries modelled after what Roth-
well (1994) calls the first generation innovation stage, implying that new tech-
nology is pushed onto the market, and farmers are perceived as the end users of
this new technology. Donors have been pushing towards the second generation
innovation stage, where focus is on market, or demand, pull. This reorientation
has implied that most National Agricultural Research Institutes have created
departments charged with issues of market orientation, under the labels of “post-
harvest” or “socio-economic” issues. However, not much has so far been done to
move towards the 3rd, 4th or 5th generation innovation stages, which would
imply the linking of push and pull, the integration of market and R&D activities
with strong supplier and customer linkages, or broad networking activities to
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take place. Jones is obviously pushing for an evolution towards such more inte-
grated models for innovation systems.

In making claims about innovation systems and its functioning, Jones adheres
to the view that agricultural skill formation is not only a technological, but also a
social process. Social networks can contribute to an increasing rate of technology
diffusion. Such positions have earlier been reinforced by the work of Rogers
(1995) and Rogers and Svenning (1969) who claim the importance of establis-
hing close enough linkages between innovators, changes agents and subsequently
also end users in local societies for new technology to be adopted. New know-
ledge may not be diffused without the presence of “social carriers of technique”
(Edquist and Edqvist, 1979).

By arguing along these lines, Jones indirectly links the issue of technological advan-
ces with the issue of the functioning of institutions more widely. Institutions
should in this setting be understood as “rules of the game”, building on the work
of North (1990). At the centre stage are institutions that affect the economic beha-
viour of food crop producers in Sub-Saharan Africa. Much of these would tend
to be indigenous, or social, non-formal institutions, which may or may not be con-
ducive of the development of markets.

There are at least two possible reasons why indigenous institutions may be of
particular importance in African agriculture. First: since African states generally
have lower capacities, informal norms, regulations and organisations tend to pre-
vail in areas, which in industrialised countries tend to be regulated by law, and enfor-
ced by government structures (property rights enforcement, social security).
Second: since rural Africa is characterised by low population density, sparse infra-
structure and its societies structured along customary lines (Mamdani, 1996), it
is likely that social norms in these areas are more resilient to economic and social
changes, as compared to other settings. Further, under the social and agro-ecolo-
gical conditions characterised by high vulnerabilities and risks prevailing in many
parts of Sub-Saharan Africa, it is not surprising that indigenous institutions in rural
Africa are guided by the principles of survival and equality (de Laiglesia, 2006).

Norms and practices aimed at ensuring the survival of a society and all of its
members, often take the form of risk sharing. However, such equalitarian norms
may as well considerably impact on economic behaviour outside the area of risk
sharing — either by creating adverse incentives, or by affecting the formation of
preference structures.

An emerging literature in this field is pointing to the possibility that in parti-
cular indigenous institutions may serve as bottlenecks for agricultural develop-
ment in Sub-Saharan Africa (de Laiglesia, 2006; Harsmar, 2004; Elbers et al,
2005). The question of institutional change comes to the forefront. What causes
institutions to change is a highly contested issue. The difference in positions has
part of its roots in diverging perspectives on the historical foundation of institu-
tions. One attempt to better structure this debate is to make a distinction between
“slow-moving” and “fast-moving” institutions (de Laiglesia, 2006). Slow-moving
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institutions comprise social norms and culturally induced practices, whereas fast-
moving institutions are to be found in the domain of legal and political system:s.
However, fast-moving institutions are still circumscribed by the set of slow-
moving institutions that prevail in a society.
After a thorough discussion on institutions and their roles, Gabre-Madhin iden-
tifies a number of challenges when it comes to “getting institutions right” in Afri-
can agriculture:
® The need for mechanisms to transparently grade and standardize products for
market, from the production level on throughout the market chain;

® The need for market information that is accessible to all market actors;

® The need to foster competitive practices among all market actors, across all levels
of the chain;

® The need for financial markets to respond to market needs for trade finance, for
inventory finance, and for alternative financial products;

® The need for dispute settlement and regulatory systems to evolve according to
market needs, and in a way that relies also on the private incentives for self-regu-
lation, notably through the potential role of trade associations;

® The need for risk-transfer through mechanisms such as forward contracts and
transferable warehouse receipts, and,

® The need for concerted efforts to build capacity throughout the marketing sys-
tem, including cooperatives, small and medium private traders, and public actors.

In her view, what is needed is to perceive of market development as an integra-
ted whole, rather than as the sum of piecemeal interventions. One possibility to
promote such holistic approaches could be to start develop commodity exchanges.
These may be understood as organized marketplaces, where seller and buyers inter-
act, and where rules concerning the challenges above are formed. Such an illus-
tration indicates that there are important roles both for private actors and for the
state. What has hitherto been donor-driven, short-term and value chain oriented
approaches to market development, needs to be replaced by longer-term, state-
led efforts at market building. Further, the state needs to take all the three “I:s” —
Institutions, Infrastructure and Incentives — into consideration, argues Gabre-
Madhin.

By adding elements of technology, support to farmers’ organizations and the
building of institutions and markets, a comprehensive program for African govern-
ments in the field of agricultural development is emerging. However, such efforts
may still be in vain, it the overall global situation for agricultural trade is not
changed. Werth analyses, in his chapter, what distortions international trading con-
ditions impose upon agriculture in Sub-Saharan Africa. Even if net effects of
increased world market prices on African food security is difficult to discern, there
are still good reasons why the OECD countries ought to abandon their export
subsidies (primarily the EU) and their export credits (primarily the US). Further,
OECD countries should substantially lower tariff protection, including tariff
peaks and tariff escalation, as well as their non-tariff barriers.
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More controversial than such trade promoting recommendations may be
Werth’s argument that the “policy space” available for African governments need
to increase. Without true ownership of reforms by African governments, reforms
will not be meaningfully or consistently applied. Policy conditionality, as we have
known it for some decades, has reached a dead-end. Hence, OECD countries are
advised to stop force and lock-in open market reforms through multilateral orga-
nizations such as the WTO, or bilateral trade agreements, such as the EPA:s.
Rather, domestically driven development and trade agendas ought to be support-
ed. Such support should as well include efforts aimed at increasing agricultural
productivity and production in Sub-Saharan Africa, according to Werth.

The message emerging from this volume is that a combination of interventions
in many different policy areas would be needed to raise productivity in Sub-
Saharan African agriculture. Such a coherent approach would arguably also need
to take issues concerning water and natural resource shortages, as well as the
long-term provisioning of ecosystem services, into consideration. It should as well
also thoroughly analyse and find ways to deal with the devastating effects on the
labour force and on reproductive strategies that HIV/Aids causes.

A common thread throughout the volume is the important role that the state
has to play in promoting agricultural development in Sub-Saharan Africa. This
role differs substantially from the role African states used to play during the
period 1960 until the 1980s. Some of the “new” tasks concerns mainly regulation,
setting of norms and standards and organisation. However, much is also a matter
of resources, which of course asks the question whether African states actually
have the capability to implement what may be expected from them.

Another challenge raised in debates at the workshop itself, and as well in fol-
lowing discussions, was the question why such an agenda as proposed by the
workshop, would stand any chance of being implemented. Are preconditions any
different today, as compared to the 1970s, when the integrated rural development
—agenda was pursued? In order to take this debate further, another workshop was
arranged in June 2006. Proceedings from that workshop will serve as the concluding
section of this volume.
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The role of Agriculture in Pro-Poor growth
in Sub-Saharan Africa
Peter Hazell”

1. Introduction

Over the past 35 years, the international consensus on the importance of agriculture
in economic development has varied from very high (until the early 1980s) to very
low (1990s) to the current middling. Asia was fortunate enough to launch its agri-
cultural and economic revolution at a time when interest in agriculture was still
high. Africa was less fortunate and is now trapped in food crises, poverty and eco-
nomic stagnation. However, even though agriculture is back on the agenda for Africa,
the level of commitment amongst key donors and governments is mixed and the
emerging strategy is very different from that of the past. Debate continues on both
aspects.

I will first review the debate about the role of agriculture in Africa and then
describe and evaluate the rural development priorities that seem to have emerged
for the new Millennium.

2. What Role for Agriculture in Africa?

There are five major issues of contention in the current debate. These are described
below and summarized in Table 1.

2.1 Scale

Proponents for agriculture argue that we need to recognize the scale of the growth
problem in Africa. Africa’s total GDP is currently about US $350 billion per year.
This is not large by Western standards (e.g. it is little more than what the OECD
countries spend on agricultural support policies for their farmers), but it is enough
to provide 700 million Africans with an average annual income of US $500 each.
To make a serious dent in Africa’s poverty it is necessary to think about doubling
or trebling this income while also achieving a better distribution. Even a doub-
ling would require another US $350 billion per year. To achieve this will require
growth in a large sector like agriculture, which accounts for about 30 percent of
gross domestic product (GDP) for Africa as a whole, and even larger shares in more
than two-thirds of African countries.

But if agriculture is to provide the kinds of income increase needed, then it will
have to derive from broad sector-wide growth, not just fast growth in small niches
like high value agricultural exports. Those are useful additions but they are still
measured in tens of millions of dollars, not the tens of billions required.

* Visiting professor in the Center for Environmental Policy, Imperial College London, Wye Campus
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Table 1: Summary of the Debate about the Role of Agriculture in Africa Today

Type of Argument

Scale

Catch up potential

Growth linkages

Alternatives to
agriculture

Poverty impact

Case for Agriculture

Has sufficient scale to make the
needed impact on aggregate
growth rates. But scale requires

growth in food staples.

Considerable catch up poten-
tial given current low levels of
factor productivity. Africa
badly needs to invest to regain
competitiveness, just as other

countries already have.

Agriculture has powerful
growth linkage effects in early
stages of development, includ-
ing providing a growing

demand for nascent industries.

Better than the alternatives
(manufacturing and services)
given their smaller base, poor
past performance, and highly
competitive world markets

(e.g. China and India).

Agricultural growth can be
powerfully pro-poor especially
if the strategy builds on small
farms and food staples (SFFS)

Case against Agriculture

Too much of a bad thing given
low prices and poor past per-

formance

Too late and too expensive for
most cash strapped countries

Not so important in today’s libe-
ralized economies, and anyway,
employment intensive manu-
facturing and services create
comparable linkages

Optimistic views about poten-
tial for a) manufacturing exports
in coastal countries and b) bet-
ter use of export revenues in oil

and mineral rich countries.

No future for small farms and
food staples production given
low prices, small farm sizes, and
more integrated and competi-
tive markets

Agricultural skeptics argue that having a big “bad thing” is not good, and one should
focus on trying to move away from it as quickly as possible. They see agriculture
as a sunset industry for Africa given world food surpluses and the low producti-
vity and poor past performance of the sector. This begs the question of what the
alternative “big thing” could be, a point taken up under issue 4 below.
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2.2 Gatch up Potential

Gross neglect of agricultural investment in Africa compared to the rest of the world
has led to a situation in which cereal yields and per capita food production are
now much lower in Africa, and the gap is widening (Figure 1). Agricultural pro-
ponents see plenty of opportunities for raising yields through technological change.
Some of the needed technologies are already available on the shelf and it is merely
a problem of dissemination. But additional research is also needed to develop far-
ming practices that are more appropriate to the economic conditions of post-reform
Africa in which many farmers can no longer afford to buy fertilizers and soils are
widely degraded. Skeptics argue that revitalizing the sector will not be easy: Africa
still has much lower densities of rural infrastructure than India had even in the
1950s (Spencer, 1994). Africa also has weak institutions for rural development;
there is limited irrigation potential and most agriculture must be conducted on
depleted soils and under difficult climatic conditions; and world agricultural
prices are at historic lows.

Figure 1: Global Trends in Cereal Yields by Region (1961-2003)
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2.3 Growth Linkages

Agricultural proponents argue that technology driven agricultural growth has power-

ful growth linkage effects for national economic growth (Johnston and Mellor, 1961,

Mellor, 1976). These linkages are especially powerful during the early stages of

development when agriculture is still the dominant sector. The key linkages arise

because agriculture:

e generates more food and raw materials at lower prices, lowering wages and
making industry more competitive;

e frees up foreign exchange for the importation of strategic industrial and capi-
tal goods;
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* provides growing amounts of capital and labor for industrial development; and
by increasing farm and rural incomes, provides a growing domestic market for
nascent national industries.

Skeptics argue that while these linkages proved very powerful during the Green
Revolution in Asia, they may be much weaker today in Africa’s small and more
open economies. For example, food prices should be determined more by border
prices than domestic agricultural production when imports can enter freely, and
industry can sell directly into foreign markets without having to wait for growth
in domestic demand.

Counter arguments are based on the observation that while Africans living in
coastal cities can access cheap food imports, most Africans live in areas where trans-
port costs add significantly to the cost and availability of imported foods. In this
context, increases in local food production can still be enormously helpful to the
poor. Also, it is very difficult to launch whole new industries in today’s highly com-
petitive global markets, especially in countries that have only a small and ineffi-
cient industrial base.

2.4 Alternatives to Agriculture

Skeptics who argue against agriculture must offer viable alternative engines of growth
for African countries. Apart from the few African countries endowed with signi-
ficant mineral or oil resources, they look to accelerated growth in industry and
services.

Industry averages 25 per cent or less of GDP in most African countries (e.g. 11
per cent in Ethiopia) and is a much smaller sector than agriculture. Because it is
smaller then to get the same scale of impact as agriculture, the industrial sector
would have to grow faster. In reality, the industrial sector has grown much more
slowly than agriculture (1.2 per cent per annum since 1980 compared to 2.5 per
cent for agriculture — World Bank Indicators). Moreover, less than half of the so
called industrial sector is actually manufacturing (including food processing),
while the rest comprises oil and minerals, construction and urban utilities. As with
the recent growth in high value agricultural exports, recent successes with some
manufacturing and food processing industries are not nearly enough to make a
significant difference to aggregate income, employment and poverty in the next
decade or two. Nor is it clear how Africa is supposed to launch a major industrial
revolution based on its current small and largely inefficient industrial base, par-
ticularly at a time when countries like China and India are proving highly com-
petitive in world markets for labor intensive manufactured products. Exceptions
do of course arise (e.g. RSA and Kenya), but most African countries have yet to
successfully break into manufacturing export markets.

In Asia, industry initially grew with domestic demand and was partially pro-
tected from import competition. Once it was established and had achieved the
scale and efficiency needed to successfully compete, only then were its markets
fully liberalized. But growth in domestic demand was driven initially by rapid agri-
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cultural growth. This has not yet happened in most of Africa. Without agricultu-
ral growth, fledgling industries will have to compete in world markets from their
very inception, a daunting task that few countries (mostly island states) have ever
achieved.

Services are the other big sector (about 45 per cent of GDP; 47 per cent in Ethio-
pia) and are growing at about same rate as agriculture (2.5 per cent per year since
1980). Because it is a big and growing sector some now see this as an alternative
lead growth sector to agriculture.

The problem with the service sector is that it largely depends on the domestic
market for its demand and, unlike Asia, the service sector in Africa is rarely dri-
ven by rising per capita incomes. With stagnant per capita incomes in many coun-
tries, many service sector jobs are low productivity activities that simply supple-
ment rather than replace existing incomes (what Michael Lipton might call ‘jobs
of distress’). The better jobs are often driven by government employment (inclu-
ding the military) that contributes little to economic growth, and by services directly
linked to foreign aid (e.g. servicing the consumption needs of the expatriate com-
munity and their project activities). Unless one envisages very rapid growth in ser-
vice sector exports (e.g. I'T or tourism) then the prospects for the service sector
ultimately depend on an alternative engine of growth to increase the average pur-
chasing power of domestic consumers. This brings us back to the need for agri-
cultural or industrial growth.

In reality, neither agriculture nor industry can do the job on its own and most
countries will have to walk on both legs. This in turn will generate knock on bene-
fits through the service sector. Even countries well endowed with oil and mine-
rals cannot generate much employment growth unless they also invest in agricultural
and manufacturing development. Since a lot of industry is agriculture based, a
balanced growth strategy that builds on agriculture-manufacturing linkages makes
a lot of sense. Country economic modeling work at IFPRI supports this conclu-
sion (Diao et al., 2006). However, one of the constraints to this strategy is the restric-

tive import constraints imposed on processed agricultural products by most
OECD countries.

2.5 Poverty Impact

Proponents of agriculture stress the sector’s potential to slash poverty rates, as demon-
strated during the Green Revolution in Asia. But agricultural growth in Africa is
not necessarily pro-poor. Growth driven by high value exports often is not. Not
only is the amount of additional agricultural income from this sub-sector too small
to make much of a difference for most of the poor, but the main beneficiaries are
commercial farms located in areas with good market access (e.g. near cities and
even airports).

Food staples production is much more pro-poor because they are grown by far-
mers across Africa, including most small farms and the poor. Small farms account
for 70-90 per cent of farms in many African countries and for significant shares
of food staples production. Increases in cereal yields, if based on inputs or tech-
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nologies that can be widely used by farms of all sizes, can have an enormous impact
on poverty'. Not only does it lead to greater on-farm productivity for many poor
farmers, but it brings down food prices for everyone else. As argued above, this
price effect may not be very large in urban areas in today’s open economies (cer-
tainly if the cities are near ports) but for most Africans who live in areas where
transport costs add significantly to the cost of imported foods, increases in local
food production can still be enormously helpful.

Simulations with economy-wide models of countries like Ethiopia support
this argument (Diao et al., 2006). For the same rate of agricultural growth, amuch
larger reduction in poverty by 2015 is achieved if that growth is driven by food
staples rather than high value export crops (Figure 2). And because of its much
smaller size, the high value sector has to grow at much faster (mostly infeasible)
rates to provide comparable rates of agricultural sector growth.

The same models also show that industrial led growth has a smaller impact on
poverty reduction than agricultural growth (Diao et al., 2006). But this is not a
new finding’.

Figure 2: The choice of sub-sector matters for poverty reduction — Ethiopia
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"There is a large econometric literature that uses cross-country or time series data to estimate growth-
poverty elasticities by sector. These studies generally find high poverty reduction elasticities for agri-
cultural productivity growth, especially in the early stages of development and relative to other sec-
tors. For example, Thirtle et al. (2002) in a cross country study estimate that a one percent increase
in crop productivity reduces the number of poor people by 0.72 per cent in Africa and by 0.48 per
cent in Asia. In India, Ravallion and Datt (1996) have estimated the elasticity of poverty reduction
with respect to agricultural value added per ha at 0.4 per cent in the short run, and 1.9 per cent in
the long run, the latter through the indirect effects of lower food prices and higher wages

? For example, see Timmer (1997) and Ravallion and Datt (1999).



23

3. Emerging Rural Development Priorities for the New Millennium

The debate about the role of agriculture in Africa remains unresolved in many
countries and donor agencies as well as within the academic community. As such,
we now have two camps pulling in different directions. However, the pro-agri-
culture lobby seems to be making some progress, and the level of funding for agri-
culture has at least bottomed out and may actually be increasing again®. But even
as the momentum for agriculture is increasing, there is another debate about the
relevant strategy for agricultural development. A new donor paradigm seems to
have emerged (seemingly as much a European as a new Washington Consensus)
that embeds agricultural development within a broader approach to rural deve-
lopment, with enhanced links to the urban sector. This new paradigm focuses on
market and private sector-led agricultural growth; rural income diversification out
of agriculture, especially for small farmers and the rural poor; increased invest-
ments in human capital and safety nets to provide relief during crises like droughts

and to help manage the transition towards more urban

Table 2: Changing priorities for the rural sector

Theme

1. High value agriculture
or food staples?

2. Is there a future for
small farms?

3. Exit strategies or more
investment in small
farms?

4. Trade liberalization
for whom?

5. Safety nets or more
investment
in pro-poor growth?

6. Does good governance
have to mean an
emasculated public
sector?

What’s in

Small farms and food staples
production (SFFS)

Small farms, especially for
food staples

Big public investments in
rural infrastructure

Liberalization of OECD agri-
cultural policies (including
protection for high value and
processed products)

Broad based and productivity
enhancing investments in

SFFS

Production subsidies and
direct public sector involve-
ment in agricultural marketing
and provision of agricultural
credit and input supplies.

What's out

High value products (especially
for export), commercial farming,
agro-processing and integrated
market chains — all privately led

Farm consolidation and larger
commercial farms

Farm exit strategies through growth
in urbanization, migration and the
manufacturing and services sectors.

Trade liberalization (including
agriculture) for developing
countries

Targeted interventions for the
rural poor, built around sustainable
livelihood strategies, community-
led development, and consumption

subsidies (e.g., food aid).

Good governance, especially more
democratic decisions for public
choice, and enhanced roles for

the private sector, civil society
and local governments

3 African leaders committed in the Maputo 2003 Declaration of the Heads of States of the African
Union (the Maputo Declaration) to allocate up to 10 per cent of their fiscal budgets to agriculture

by 2008.
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societies; and improved governance arrangements including a smaller role for the
public sector and new public-private partnerships. I review this new paradigm below
and compare it to the agricultural development priorities of the past. The argu-
ments are summarized around six questions in table 2.

3.1 High value agriculture or food staples?

With historically low world prices for food staples and rapid expansion in inter-
national agricultural trade, the new paradigm sees the best opportunities for Afri-
can farmers in high-value commodities such as fruits, flowers, vegetables, and
livestock. In many successfully growing Asian and Latin American countries,
domestic demand for these products is growing rapidly, providing ready market
outlets for increased domestic production®. In contrast, growth in domestic de-
mand is much weaker in Africa, primarily because of low and stagnant per capita
incomes. The best high-value market opportunities are seen in export markets to
richer countries. Many African countries are being encouraged to aggressively expand
into high-value, nontraditional exports, as well as to improve the quality of their
traditional tree crop exports.

The high value sector is particularly attractive to some donor agencies because
it fits with their market led philosophy in which the private sector provides the
leadership and much of the required investment, and the public sector is asked
mostly to keep out of the way. While not wishing to diminish some of the real
opportunities that exist in high value markets, it does seem that some donors are
demonstrating the kinds of “irrational exuberance” that once prevailed for tree
crop exports in the 1970s. A quick look at the price data for tree crops over recent
decades should provide ample warning of the dangers that may lie ahead.

Alternative market opportunities for African agriculture are also more nuan-
ced (Diao and Hazell, 2004) than portrayed by the advocates of high value
exports. While opportunities exist for improving traditional exports through
better-quality and niche markets and while nontraditional exports are growing quite
fast, albeit from a small base, the greatest market potential for most African far-
mers still lies in domestic and regional markets for food staples (cereals, roots and
tubers, and traditional livestock products). For Africa as a whole, the consump-
tion of these foods accounts for about 70 percent of agricultural output (Table 3)
and is projected to double by 2020 (Rosegrant et al., 2005). This will add
another US $50 billion per year to demand in 1996-2000 prices, a growth of approx-
imately 4 per cent growth per year. Moreover, with increasing commercialization
and urbanization, much of this additional demand will translate into market
transactions and not just additional on-farm consumption. There are no other mar-
kets that offer this kind of growth potential, and unlike many higher value pro-
ducts, food staples also have relatively low credence attributes making them
much easier products for small farmers to sell in today’s markets. If African far-

*In India, for example, high-value products now account for just over half of the total value of agri-
cultural output, and they are growing at about 5 to 6 percent per year (author’s own calculations).
Interestingly, only about 2 percent of nontraditional high-value products are exported, and growth
is being driven almost entirely by the domestic market.
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mers could capture a decent share of this growing market, there would be plenty
of scope for them to increase their food staples production by 3-4 per cent per
year. The trick is not to grow faster than 4 per cent unless one can sell to neigh-
boring countries, and there is scope for that if some of the intra-regional trading
barriers were removed (Diao et al., 2004).

Table 3: Size of Africa’s agricultural trade and markets

Market Value ($ billion)
Traditional exports to non-SubSaharan Africa 8.6
Nontraditional exports to non-SubSaharan Africa 6.0
Other exports to non-SubSaharan Africa 1.9
Intra-SubSaharan Africa trade 1.9
Domestic markets for food staples 50.0

Note: All figures are averages for 1996-2000, except the data for domestic which are 1997

figures.
Source: Diao and Hazell (2004)

Simulations with economy-wide models at IFPRI also show that food staples
offer more realistic pathways for achieving growth and poverty reduction within
the time frame of the MDGs (Hazell and Diao, 2005). For example, Figure 1 shows
that the fastest way for Ethiopia (a poor and food deficit country) to reduce
poverty by 2015 is through productivity growth for food staples. This strategy is
not only more feasible for achieving a sustained 5 per cent agricultural growth
rate, but also outperforms a strategy built around increasing production of high
value products (called non-traditionals in Figure 1).The results show that not only
is a 5 to 6 percent agricultural growth rate driven by food staples feasible in terms
of market absorption in both countries, but it has a superior poverty-reducing impact.
That is because productivity enhancements for staple crops (e.g., through tech-
nological change) benefit farms throughout both countries, reaching many of the
smallest farms and the poorest areas. Staple crops also form the dominant share
of household food expenditure, so productivity increases that lead to lower
prices have powerful benefits for the urban poor, too. By contrast, growth in non-
traditional high-value export crops only reaches farmers in the better-connected
areas and has little impact on the food costs of the poor.

3.2 Is there a future for small farms?

Most small farms are not seen as viable in the new paradigm and hence are not
prioritized for future agricultural investment. There are at least three reasons behind
this position. First, agricultural marketing chains are changing dramatically in
ways that make it harder for small farms to compete. Small farmers are increas-
ingly being asked to compete in markets that are much more demanding in terms
of quality and food safety, more concentrated and integrated, and much more open
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to international competition. Supermarkets, for example, are playing an increas-
ingly dominant role in controlling access to retail markets (Reardon et al., 2003),
and direct links to exporters are often essential for accessing high-value export
markets. As small farms struggle to diversify into higher-value products, they
must increasingly meet the requirements of such demanding markets, both at home
and overseas. These changes offer new opportunities to small farmers who can suc-
cessfully access and compete in the transformed markets, but are a direct threat
to the many others.
Second, at the same time that markets have become more unforgiving, struc-
tural adjustment and privatization programs have left many small farmers
without adequate access to key inputs and services, including farm credit. State
agencies no longer provide many direct marketing and service functions to small
farms, leaving a vacuum that the private sector has yet to fill in many countries
(Kherallah et al., 2002). The removal of subsidies has also made some key inputs,
such as fertilizer, prohibitively expensive for many small farmers, and the remo-
val of price stabilization programs has exposed many farmers to greater down-
side price risks. These problems are especially difficult for small farms living in
more remote regions with poor infrastructure and market access.
Third, given that about 80 per cent of Africa’s farms are smaller than 2 hecta-
res and are diminishing in size over time (Nakayets, 2005), there is concern that
most farmers cannot get rich growing food staples.
Within this context, smallholders are seen as not having a viable future in far-
ming and hence should not be prioritized in future agricultural development
strategies. Farm consolidation is also increasingly recommended, although few advo-
cates seem to have coherent exit strategies for the large numbers of small farms
who must seemingly be displaced.
Yet small farms offer important economic and social advantages in low-income
countries:
® They are more efficient producers in labor-surplus economies (because family
workers are less costly and more motivated than hired workers and small farms
are more likely to use labor rather than capital-intensive technologies).

® They help contain poverty by providing an affordable home platform from
which poor households can experiment with ways to improve their livelihoods.

® They help prevent premature urban migration and the explosive growth of
large cities.

® They also ensure a degree of food security in rural areas where high transport
and marketing costs can drive up food prices, while at the national level their
higher land productivity has the potential to help poor countries attain greater
self-sufficiency in staples such as cereals, tubers, and even livestock.

Many such advantages slowly disappear as countries develop and labor becomes
scarcer relative to land and capital, leading to a natural transition toward larger
farms and an exodus of small farm workers to towns and nonfarm jobs. But that
transition does not normally begin until countries have grown out of low-income
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status, and it typically takes several generations to unfold. A common misdiagnosis
stems from overlooking this broader economic context for determining the eco-
nomics of farm size (Hazell, 2004).

For most low-income countries, the problem is not that small farms are inherently
unviable in today’s marketplace, but that they face an increasingly tilted playing
field that, if left unchecked, could lead to their premature demise. Key require-
ments for ensuring their survival will be improving infrastructure and education,
ensuring that small farms get the technologies and key inputs they need, and pro-
moting producer marketing organizations that can link small farmers to the new
market chains. Small farmers cannot do all these things on their own, and the public,
private, and nongovernmental organization sectors all have important roles to play.

3.3 Exit strategies or more investment in small farms?

Africa has experienced rapid urbanization in recent years, a trend that seems likely
to continue if not increase. This is accepted as desirable in the new paradigm,
leading to greater emphasis on helping rural families diversify their livelihoods
away from agriculture rather than on creating new agricultural opportunities. Sup-
porting this approach, Maxwell et al. (2001) and Ellis and Harris (2004) argue
that agriculture has already become a relatively small productive sector in many
rural regions and most rural households already have diverse and geographically
dispersed portfolios of income sources. They question whether agriculture can any
longer serve as a relevant engine of rural growth and suggest instead that poverty
reduction can better be achieved by taking a more holistic household livelihoods
approach. Ellis and Harris (2004) go further and suggest that public investment
should be geared towards improving the ease with which migrants can access
viable livelihoods in urban areas where growth is assumed to be taking place.

Rural income diversification has been a reality in Africa for decades. In fact, the
first large-scale rural household survey in Africa conducted in 1974-75 in Kenya
found that smallholders derived at least half of their incomes from sources other
than from the farming of their own lands (Kenya, 1977). A similar situation is also
reported by Reardon et al. (1994) from a series of studies in eight West African
countries, and a review of 35 African case studies by Barrett and Reardon (2000)
revealed that rural households derived a median of 43 percent of their incomes
from the non-farm economy. Even in many Asian countries, farmers were highly
diversified before the Green Revolution (see evidence from India in Ravallion and
Datt, 1996). If most African farmers have been unable to find pathways out of
poverty despite income diversification strategies over many decades, then it is un-
clear why such a strategy should work better today, particularly in countries
where the nonagricultural sectors are not thriving either.

Diversification into non-farm activities is not an unequivocally positive phe-
nomenon. On the one hand, diversification may reflect a successful structural trans-
formation in which rural workers are gradually absorbed into more lucrative non-
farm jobs, such as teaching, milling, or welding. Entry into these formal jobs often
requires some capital, qualifications, and/or possibly social contacts (Start, 2001).
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On the other hand, in Africa, diversification into the non-farm economy is often
driven by growing land scarcity, declining wages, and poor agricultural growth (Hagg-
blade et al., 2002; Start, 2001). Migration driven by a stagnant agricultural and
rural environment or due to growth in low productivity urban sector activity, such
as public service employment, is often a dead end, which Lipton characterizes as
“the migration of despair.” In this case, migration “depresses wage rates, denudes
rural areas of innovators, and hence, while it may briefly relieve extreme need,
seldom cuts chronic poverty.” (Lipton, 2004, p. 7)

History shows that countries invariably diversify as they develop, and that
involves a decline of agriculture relative to the rest of the economy and the move-
ment of workers out of agriculture and into other occupations. But diversifica-
tion is demand driven and follows rising per capita incomes; it is not a primary
engine of growth in its own right as the new paradigm suggests. The reality is that
African countries need a major engine of growth to drive diversification, and as
seen above, agricultural growth is the only engine available of sufficient scale for
most African countries.

3.4 Trade liberalization for whom?

The new paradigm asks that African countries continue along their path of policy
reforms, including further opening of their agricultural markets to international
trade. At the same time, progress towards the reciprocal liberalization of the
OECD'’s own agricultural markets has been stymied by the opposition of a few
of its members.

Protection of domestic agricultural markets in OECD countries together with
export subsidies, sometimes in the form of ill-designed food aid, have reduced pri-
ces for many African farmers and rendered their products uncompetitive. Libera-
lization of agricultural markets in OECD countries, including for processed agri-
cultural products, would create new market opportunities for many developing
countries, including African countries. If matched by domestic reforms and invest-
ments in their own rural sector, this could translate into significant long term agri-
cultural growth among the latter countries.

Various studies suggest that if the OECD countries as a whole were to libera-
lize their agricultural markets, world prices for major agricultural commodities
would increase. This could induce new investment and technological change that
would lead to even larger long term benefits, though measurement of these addi-
tional gains is rarely attempted. But the gains would not necessarily benefit all of
the poorest countries. Some would lose concessionary access to US or European
export markets (e.g. sugar and banana producers in Africa and the Caribbean) and
consumers would lose from higher food prices. Past agricultural neglect also
means that few African countries are well positioned to quickly expand their pro-
duction to seize new market opportunities, and they may lose out to other coun-
tries such as Brazil, Argentina and Eastern Europe that are much better positio-
ned to compete. But this is not an argument for delaying further OECD agricultural
policy reforms but rather for the urgent need to accelerate investment in African
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agriculture to improve its competitive position in world markets. Clearly, however,
export subsidies such as for cotton and for sugar in high income countries under-
mine the development opportunities of large numbers of small farmers in Africa.

Africa also needs better access to OECD markets for labor intensive manufac-
tured goods, primary agricultural goods (e.g. sugar and cotton), and processed agri-
cultural products.

3.5 Safety nets or more investment in pro-poor growth?

The growth priorities of the new paradigm imply considerable human and social
adjustment as many small farmers are encouraged to exit agriculture, and urban
growth and more rapid rural-urban migration are promoted. The new paradigm
therefore also calls for substantial new investment in human capital and rural safety
net programs to assist in the transition. Already these investments are growing rapidly,
and are buttressed by the increasing demands for relief in crisis years, needs that
are related to under-investment in increasing the productivity of food staples on
small farms. There is a renewed emphasis on “productive” safety nets, built around
strengthening livelihoods and community-led development, but income transfers
in the form of food, education and health subsidies are also on the increase. There
have been real advances in recent years in targeting and delivering assistance
more effectively, often by involving local communities in the design and imple-
mentation of targeted programs, which leads to programs that are primarily
demand-driven and hence reflect local needs and constraints.

But safety net programs in poor countries cannot realistically be seen as a sub-
stitute for policy support for small farm agricultural development. While this is
conceivably a viable strategy in countries with important sources of mineral of
manufacturing income (e.g. Mexico or Indonesia) that can pay for extensive safety
net programs, most African countries cannot afford large welfare programs. In fact
they lead to further neglect of agricultural development. For example, donor
funds are now so heavily tied to relief and safety programs in some of Africa’s poo-
rest countries (e.g. Ethiopia) that few resources are left to help these countries
grow out of their poverty. This is an unsustainable situation and one that can only
worsen as rural populations grow and donors eventually seek to stabilize or cut
back on their emergency assistance. Unfortunately, finding a more realistic balance
between longer term poverty reducing growth and short term social and envi-
ronmental goals is complicated by the current fixation on the MDGs, such as
halving poverty by 2015. As the year 2015 approaches, interventions that quickly
cut poverty will take increasing priority over growth, even if they cannot be sus-
tained in the longer term (Bruce Gardner calls this the “mischief” of the MDGs!).

3.6 Does good governance have to mean an emasculated public sector?

The new paradigm calls for improved governance, especially a shift to more
democratic systems for public choice at national, regional and local levels, and en-
hanced roles for the private sector, civil society and local governments. It is now
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fashionable to think that the private sector and producer organizations can per-
form most market chain functions in agriculture and that the government’s role
should be limited to creating an enabling environment, such as setting and regu-
lating grades and standards, ensuring food safety, and registering and enforcing con-
tracts. This contrasts sharply with the key role that the public sector played in food
staple market chains during the early years of the Green Revolution in Asia.

There the public sector went far beyond a facilitating role and provided most
key services itself, including research and development, extension, improved
seeds, fertilizer, credit, storage, and marketing. Moreover, governments intervened
to stabilize prices for producers and consumers alike, and provided subsidies for
many key inputs to encourage their uptake. Recent work at IFPRI on India shows
these interventions played a key role in launching the Green Revolution (Dor-
ward et al., 2004, ch. 3). They also helped ensure that small farmers were able to
participate, and that contributed greatly to the levels of poverty reduction achi-
eved. The IFPRI calculations show that most of these policies and interventions
had favorable benefit-cost ratios in the early years, but the ratios worsened over
time once the interventions had served their primary purposes. Unfortunately, once
institutionalized, removing the interventions has proved very difficult, and as
input use increased the costs to the governments soared. Today, for example,
India spends about US $10 billion per year on subsidies that are basically unpro-
ductive.

Focused on these post-Green Revolution problems, the new paradigm asks that
Africa launch its own agricultural revolution without these kinds of public inter-
ventions. Africa is being asked to rely almost exclusively on the private sector and
producer organizations. Is the international development community asking for
the impossible? Is it drawing the right lessons from Asia?

Hardly any credible evidence exists to suggest that the private sector can take
the lead in market chains for staple foods during the early stages of agricultural
development. As farmers struggle with low productivity and high subsistence needs,
low input use, low incomes, poor infrastructure, high risks, and the like, the
amount of profit to be made in market chains for food staples remains low and
unattractive for much private investment. There is also a growing body of studies
showing thatimportant institutional and market failures are to be expected at that
level of development. It is a singular fact that no Asian country developed its food
staple agriculture from a subsistence to a market orientation without heavy public
intervention in the market chains.

This is not to advocate a return to costly and inefficient parastatals or to hefty
and poorly targeted subsidies of Africa’s past. Noris it an argument against a strong
role for the private sector where this can work, as in many high-value market chains.
But what is really needed is a much better understanding of those aspects of public
intervention that really worked in Asia and why (e.g., Dorward, Kydd, and Poul-
ton, 1998; Dorward et al., 2004). Then we can draw the right lessons for develop-
ing new institutional innovations to bring those essential ingredients to Africa.
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4. Will the New Strategy Work?

In essence, the core content of past agricultural development strategies (produc-
tivity enhancement of food staples on large numbers of small farms) — that
traces its heritage to the green revolution — has been gutted from the new paradigm.
There is simply no priority today for the kinds of investments that promote broad
based growth in the small farm, food staples (SFFS) sector.
[s this new strategy likely to work any better than previous ones? Does the eco-
nomics add up? Are governments likely to support the key priorities? Will the
private sector be allowed to play its role? Will corruption and poor governance
permit successful implementation?
One of the distressing things about our current state of knowledge is that we
really cannot answer many of these questions with any certainty. And there is not
much of a sustained track record in any one African country to give much confi-
dence that the new strategy will work. The easiest questions relate to the econo-
mic issues; will the strategy add up and deliver on its goals? Based on recent coun-
try economy-wide modeling work at IFPRI, I think one can lay down a few
preconditions for success. The strategy is most likely to work in countries that have:
e Sufficient scale in high value commercial agriculture to make a difference to aggre-
gate growth rates

e Sizeable and dynamic alternative engines of growth (oil, manufacturing,
tourism, IT, etc.)

¢ A strong private sector

® Market access, especially to OECD countries and perhaps large South countries
like China and India.

® Reasonable national governance and stability and political commitment.

® Not too large a traditional small farm — food staples sector that would require
a hugely expensive set of targeted assistance programs during the transition

® Absence of a food constraint (world prices remain low and adequate foreign
exchange can be earned to pay for imports).

On these grounds, the strategy would seem to be most relevant for many Asian
and LAC countries today where agriculture is already a small share of national
GDP. Perhaps even relevant for already diversified and/or mineral rich countries
in Africa like South Africa, Botswana, Kenya and Nigeria. However, the high
employment shares in agriculture in most of these countries still present a chal-
lenge if small farm food staples, SFFS, sector is neglected.

The relevance of the approach to most of Africa’s poor and agriculture depen-
dent countries seems moot. Even if commercial agriculture and manufacturers
in these countries can rise to compete in world markets, we are still only likely to
see pockets of growth emerging that together are on far too small a scale for the
first decade or so to make much difference to national growth rates and non-farm
employment. Such growth will benefit relatively few people, leaving most of the
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population behind in a classic dualistic pattern with either worsening poverty or
burgeoning costs of targeted assistance to the rural poor. There is also the possi-
bility of emerging food constraint. With projected demand growth of about 4 per
cent per year for Africa, then neglect of the SFFS sector will lead to growth in imports
and many countries may not be able to afford the needed foreign exchange.

It seems obvious that the SFFS sector cannot be neglected in most African coun-
tries. It is the only sector that can ensure that growth is broad based and that quickly
slash poverty. On the other hand, given market constraints and low prices, there
is no longer much basis for thinking that a large scale SFFA approach could do
the job on its own. The market will only grow at about 4 per cent per year. What
is needed is a more balanced strategy that integrates a suitably ambitious SFFS
component into the new agenda, and with greater emphasis on agro-processing
as a lead manufacturing sector. Such a strategy could generate powerful synergies
between sectors, including between food staples, high value products, exports and
agro-industry, accelerating growth rates and poverty reduction. Given the rather
profound market failures that characterize the SFFS sector in the early stages of
development, this would require greater commitment than the new agenda cur-
rently allows to public investment in rural areas and a greater role for government
in food staple markets and agricultural services. In many ways, CAADP” repre-
sents the more balanced strategy that is needed, but the level of government and
donor financial commitment for its SFFS component has yet to be seen.

But what about the non-economy questions, governance and political proces-
ses? Are there also clear pre-conditions for success? Many today seem to think
democracy is a pre-condition, but that seems far too demanding a requirement.
In some quarters, there is even an effective triage against poorly governed coun-
tries (e.g. the Millennium Challenge Fund of the US). But good governance seems
to evolve with economic progress and that suggests more emphasis should be put
on small but targeted and strategic improvements in governance and enabling con-
ditions rather than on wholesale governance reform. These issues badly need
additional policy research.

> CAADP is NEPAD'’s Comprehensive African Agricultural Development Program.
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5. Conclusions

Agriculture’s role in the economic development of a country changes as the trans-
formation proceeds. In the early stages, agricultural growth, particularly led by food
staples and small farms, is a major engine of national economic growth and can
play a very significant role in reducing poverty. As a country develops the agri-
cultural sector begins to take a secondary role as an engine of growth, and the com-
position of its output and farm size structure changes. Labor migrates from agri-
culture, farms get larger, and higher-value foods become more important in the
national diet and in production. Globalization and trade liberalization have weak-
ened these traditional patterns of development to some extent, but there is little
theory or evidence to suggest that today’s low-income countries, especially in Africa,
can bypass the need for an agricultural revolution to successfully launch their eco-
nomic transformations.

Within this context, small farm development offers an efficient and pro-poor
option for agricultural development during the early stages of the economic trans-
formation. However, small farms are seriously challenged today in ways that make
their future precarious. Marketing chains are changing and are becoming more
integrated and more demanding of quality and food safety. This is creating new
opportunities for higher-value production for farmers who can compete and link
to such markets, but for many other small farms the risk is that they will simply
be left behind.

Small farmers also face unfair competition from rich-country farmers in many
of their export and domestic markets, and they no longer have adequate support
in terms of basic services and farm inputs. And the spread of HIV/AIDS is fur-
ther eroding the number of productive farm-family workers and leaving many chil-
dren as orphans with limited knowledge about how to farm. Left to themselves,
these forces will curtail opportunities for small farms, overly favor large farms, and
lead to a premature and rapid exit of many small farms.

If most small farmers are to have a viable future, there is need for a concerted
effort by governments, nongovernmental organizations, and the private sector to
create a more equitable and enabling economic environment for their develop-
ment. This must include assistance in forming effective marketing organizations,
targeted agricultural research and extension, revamping financial systems to meet
small farm credit needs, improved risk management policies, tenure security and
efficient land markets, and where all else fails, targeted safety net programs. In addi-
tion, the public sector needs to invest in the provision of basic infrastructure, health,
education, and other human capital to improve market access and to increase the
range of nonfarm opportunities available to small farm households, including
permanent migration to urban areas. These interventions are possible and could
unleash significant benefits in the form of pro-poor agricultural growth. The asso-
ciated public investments could also more than pay for themselves in terms of
their economic and social return.
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6. Discussion on the role of agriculture in pro-poor growth in
Sub-Saharan Africa

Agnes Andersson”

6.1 Alexander Sarris™
Alexander Sarris began his discussion by agreeing with the view promoted both
by Peter Hazell and Carin Jamtin in her keynote address, that growth within the
agricultural sector should be employment promoting. The focus of Sarris discus-
sion came to be the dynamics of economic growth and their connections with
poverty reduction from an agricultural vantage point. Earlier emphasis on pro-
duction linkages of economic growth in general, argued Sarris, has of late been
replaced by a focus on consumption linkages which provide a very clear role for
agriculture since consumption linkages if directed towards areas of domestic,
labour-intensive production can engender economic growth.
However, for agriculture to provide this type of growth-enhancing and poverty-
reducing role, Sarris argued, certain conditions need to apply: the agricultural sec-
tor needs to constitute a large share of the domestic economy, equitable land dis-
tribution needs to characterise access to land resources, marginal expenditure shares
must be large for labour-intensive non-tradeables, excess (underutilised) supply
of local labour resources must exist, complementary improvements of local com-
ponents of human capital must be undertaken simultaneously (for instance edu-
cation and health) and market and infrastructure conditions must be improved,
while there needs to be an increased demand for food
Although these conditions currently hold for African agriculture in general
Sarris cautioned that:
® Whereas yields and productivity for the main agricultural products (historically)
have increased in the developed countries, they have increased slower in the least
developed countries, and have stagnated in Africa. This means that global price
declines on these products affect countries that have not improved their pro-
ductivity, which in turn leads to a marginalization of African agriculture within
the world economy.

® The role of technology needs to be qualified. Based on micro-data from Tanzania,
Sarris noted a simultaneous over-utilisation of labour within agricultural pro-
duction systems coupled with large inefficiencies in the use of technological farm-
inputs, which in turn offer a rather “easy” way of increasing productivity (if used
efficiently). In this context, inefficiencies are connected with the key constraint
constituted by the unavailability of finance. Hence, although important, tech-
nology in itself is not enough to enhance growth within the food sector.

® Sarris also pointed to constraints within the input-market for food crops in the post
structural adjustment era and the necessity of recreating linkages between out-

* All discussion notes in this volume were compiled by Agnes Andersson, Department of Cultural Geo-
graphy, Lund University
* Director, Commodities and Trade Division, FAO
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put and input markets to engender growth within the food crop sector. Histo-
rically such linkages were the basis of colonial marketing boards and co-opera-
tives. The inefficient use of these structures after independence in many Afri-
can countries has in effect discredited mechanisms for interlinking output and
input markets, especially in the structural adjustment era. Sarris identified the
emergence of indigenous producer organizations within food crop production
as a promising development for enhancing these linkages and suggested that this
is an important area for support.

6.2 Round-table discussion

In the general discussion that followed Alexander Sarris response to Hazell’s pre-

sentation a number of questions were raised.

® The in-out dichotomy presented by Hazell was questioned by workshop partici-
pants who did not recognise this from their work within donor organizations as
some of the topics labelled as “out” were felt to be very much “in”. Friis-Hansen
in this context argued that although the disinvestment in agriculture pointed
to by Hazell’s presentation was correct, more recent signs suggest that agricul-
ture is on its way back “in”, for instance a World Bank report from last year and
DFID reports from last month. General agreement, even within the World Bank
that there has been a massive failure of markets over the past decade, and the
search for solutions to this situation on the one hand and the development of
strategies which seem to work on the other has paved the way for the return of
agriculture onto the donor agenda of recent, argued Friis-Hansen. Jamtin agreed
with Friis-Hansen that the agricultural pendulum is swinging back a little, and
especially with regards to infrastructure, but cautioned that it should not be swing-
ing back all the way — non-reportable sectors are needed as a part of interna-
tional development assistance as well.

® The issues of local, domestic and regional politics were raised by a number of par-
ticipants. Friis-Hansen considered the more pertinent question to be whether
agriculture is back on the agenda among African governments, especially con-
sidering that public spending on agriculture has fallen from pre-SAP-levels of
15 per cent to 2-3 per cent today. In this context, he argued, the political ques-
tion is whether African governments are ready to release the political power of
poor farmers? Havnevik in this context also argued that the analysis of dismantled
co-operatives (as sources of farm inputs) presented by Sarris needed to be
broadened to include the political aspects of their demise. The historical role of
co-operatives as centres of alternative power in relation to arenas of state powers,
argued Havnevik, underlined the political role of poor farmers that Friis-
Hansen referred to earlier in the discussion. However, at the regional level,
argued Mkandawire, there is currently resurgence in political commitment to
agriculture through the NEPADs Comprehensive Africa Agricultural Deve-
lopment Program, CAADP.
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e In addition, the constraints to African agriculture outside the domestic level were
highlighted; For instance, the support of OECD-countries to its farmers is, sug-
gested Havnevik, an area, that needs more attention. Nonetheless, argued for
instance Sarris, the main focus must be the domestic market where margins bet-
ween central and remote areas may be as high as 150-200 percent, compared
with tariffs of 10-15 percent. In this context, Hazell suggested that the main
problem is one of distribution. Although urban populations on the coast can access
imported food cheaply, food in the African interior is much more expensive and
a fundamental strategy for pro-poor growth of agriculture needs to focus on pro-
ductivity growth in these areas.

® The multiple roles of agriculture in terms of identity and belonging were raised, also
in the context of the developed world: Jamtin for instance argued that the ques-
tion of identity needs to be tackled both within the EU and globally. Subsidies
to agriculture within the EU are difficult to change since they are connected
not only to production, but are also a question of identity.

e Likewise, the issue of a broadened perception of the targeted sector was discussed.
Views were raised as to the importance of encompassing the entire small farm
sector, which today is the focus of many governments and donors. Heinemann
cautioned that moving from a small farm sector to a food sector risks becoming
an abstraction since the agricultural sector is very complex and that the central
point must be the small scale farmer who may be involved in many different
kinds of agricultural production. Hazell, however, in response argued that mar-
ket failure within the food sector involves a much bigger cross-cutting set of issues
with respect to markets and infrastructure than is the case for small scale agri-
culture in general. Market and input-sources need to work, to ensure distribu-
tion of food.

e Lastly, the role of public intervention; The issue of failed public interventions
post-independence was raised, but nonetheless several participants pointed to
the need for public intervention in the areas of physical and market infrastruc-
ture. Sarris, for instance remarked on the externalities involved in providing roads
and market infrastructure and on the role for public intervention in addressing
these externalities. He saw this as one main issue to resolve if the distributional
capacities of markets in remote areas were to improve.
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An Agricultural Research Perspective on poverty,
innovation policies and agricultural development
in sub-Saharan Africa

Monty Jones *

1. The agricultural development challenge

The African agricultural research community is indicted for not being able to change
the productivity of African agricultural production systems despite huge invest-
ments of time and money. In view of the depth of human misery that accompa-
nies agricultural failure there can hardly be a more damning charge.

The natural defence is to point out the successful products of agricultural rese-
arch and how much worse the situation would be but for those products. There
are also many constraints to the uptake of research products that are beyond the
reach of conventional agricultural research such as poor governance, the imposi-
tion of counter productive policies, insufficient investment in market infrastruc-
ture and deficiencies in human capacity due to the brain drain, HIV/AIDS and
declining standards of education. However, these problems were shared by other
continents that have succeeded where Africa has failed in alleviating poverty and
improving food security. This situation demands a new approach that addresses
the collective failures of the stakeholders in African agricultural innovation to have
sufficient impact.

Africans have first responsibility for their own development but the misery endu-
red by the world's poorest people who live in Africa is not just an African pro-
blem. It affects the conscience of humanity as a whole, it threatens the global envi-
ronment and it impedes world trade and development everywhere. There are
technical options that smallholders and pastoralists should be made aware of and
given support in adapting and adopting. There are also exciting emerging scien-
tific possibilities for productivity enhancing technical breakthroughs which will
be accelerated by the establishment of specialised centres of excellence.

Agricultural research institutions have tended to assume that they understand
the farmers' problems and that they can produce technologies that will be
readily disseminated by the extension services to eager farmers. However, this pipe-
line approach is not appropriate to enabling change in the complex and highly
divers smallholder and pastoral production systems of Africa. Technical innova-
tion in African agriculture must be accompanied by institutional change so that
the context is right for innovation. All stakeholders, which includes farmers,
extension workers, in-put suppliers, trader, processors and policy makers, etc., must
be involved in conceiving, developing and validating innovations. That will requ-
ire human capacity in all subjects at all levels. Urgent action is required to streng-
then Africa's capacity.

* Executive Secretary, Forum for Agricultural Research in Africa (FARA)
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The enormity of the challenge facing African agricultural development demands
that the contributions of all stakeholders, African and non-African be harmonised
so that they can work in unison and add value to each others efforts. The streng-
thening of the African Union, NEPAD, the RECs, SROs and FARA has provided
structures within which all stakeholders can contribute most effectively to the
collective effort to improve the livelihoods of the poorest people on earth.

Africa's average per capita income is the lowest in the world and almost half
of the continent’s 700 million people live well below the poverty line of one dol-
lar per day. Despite continuing growth in population numbers, during the 80s and
90s the number of extremely poor in sub-Saharan Africa increased from 164 mil-
lion to 227 million, raising its share of the world’s absolute poor, i.e., those with-
out any prospect of getting themselves out of poverty, from 25 to 30 per cent.

With the African population expected to grow at 2.8 per cent per year it will
require annual improvements in productivity of at least 5 per cent, twice the level
achieved since the 70s, to prevent an increase in the number of Africa’s absolute
poor. Recognising the importance of agriculture, African Heads of State and
Government have, through the New Partnership for Africa’s Development
(NEPAD), set the target of achieving an agricultural growth rate of 6 per cent per
year. This is an enormous challenge because agricultural growth has to date ave-
raged only 2 per cent per year (Cleaver et al., 1994). In contrast to other regions
of the world, there have been minimal improvement in African agricultural yields
(Figure 3). Indeed cereal yields in sub-Saharan Africa actually fell from 65 per cent
of developing countries’ average in 1967 to only 43 per cent by 1997. This resul-
ted in falling per capita rural incomes and increasing food insecurity at both natio-
nal and household levels.

Figure 3: Cereal Yields
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With per-capita cereal production in Africa falling to 124 kg, African diets have
the lowest calorie content in the world and it is projected that the per-capita calo-
rie availability in sub-Saharan Africa will have increased only marginally by 2020
and that the region’s number of malnourished children will continue to increase
from 33 to 39 million (World Bank, 2003). In contrast, other developing regions
will have reduced the number of malnourished children by more than 30 per cent.

There appears to be no end to such dismal statistics and, to make matters
worse, Africa's vulnerability to disaster appears to be worsening geometrically under
the impact of cycles of drought and flood that are increasing in frequency and ampli-
tude.

In summary, if the trends witnessed through the last decades of the 20th cen-
tury are not reversed the world will witness a series of disasters in African that
will build up to a human catastrophe of unprecedented proportions.

2. The challenge facing African agricultural development

African leaders have determined that agriculture must be the engine of develop-
ment because it is the biggest direct employer and contributor to GNP and
through the provision of inputs for processing and marketing it also generates sig-
nificant additional employment and income. In most African countries it is also
amongst the top foreign exchange earning industries.

However, the likelihood of achieving NEPAD's goal of 6 per cent annual impro-
vement in agricultural productivity by 2015 is gainsaid by past trends and the many
deeply embedded reasons for the disappointing performance of African agricul-
ture. The cumulative consequence of all the constraining factors is that the majo-
rity of African rural households are imprisoned in a poverty trap. They cannot get
out of poverty because they do not have the cash surplus required to invest
in income enhancing activities. This not only denies them access to income-
enhancing technical innovations, it also excludes them from indirect productivity
enhancing factors such as health services and education. Nations are also caught
in poverty traps when they are too poor to invest in infrastructure, education, health
care and other development essentials. The means must be found for African rural
households to, not just have increased incomes, but for those increases to be suf-
ficient to provide them with surpluses which they can invest in their own inno-
vation and development (Sachs, 2005).
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3. African poverty is a global issue

The state of African agriculture is a global concern because the misery of over
300 million people lies on the conscience of the well-off everywhere and for the
practical reason that improving the lives of these people would open up immense
opportunities for trade, as witnessed in China. Furthermore, with Africa occupy-
ing over 20 per cent of the world's landmass the inability of the stewards of that
land to invest in the care of natural resources is a concern for the global environ-
ment and the conservation of vital biodiversity.

In an age when there is increasing attention to protecting human rights there
is no more urgent cause than protecting the right to an adequate standard of living
and freedom from hunger because, as illustrated by Figure 4, these are at the core
of all human rights that are universal and interrelated. This makes poverty a
human rights issue with massive dimensions and implications for everyone, inclu-
ding those who have responsibility for dealing with the increasing numbers of eco-
nomic migrants.

The implications of the denial of these rights and their interactions makes agri-
cultural development a humanitarian imperative. Ismail Serageldin, former Chair
of the CGIAR, equated this to the nineteenth century drive to abolish the slave
trade (Serageldin, 1993). Would the slaves on the plantations have preferred the
conditions endured by the poor in Africa today? That is doubtful, yet while Africa
and its development partners have the means to abolish poverty it continues to
get worse.

4. The possibilities for increasing African agricultural productivity

Improving livelihoods and achieving development will not be possible without
yield enhancing technical options because, except in a few areas, it is no longer
possible to meet the needs of increasing numbers of people by expanding areas
under cultivation and attempting to do so will have serious negative consequen-
ces for environmental services such as the provision of fresh water that is an
increasingly scarce commodity. There is also virtually no scope for increasing
labour inputs because African farmers, especially the women who are responsi-
ble for more than their share of farm work in addition to their household func-
tions, are more than fully occupied already. Thus the necessary increases in pro-
duction must come from the application of new knowledge. Fortunately there are
quite a large number of science-based and farmer-derived innovations that with
appropriate contextualisation are available for out- and up-scaling as illustrated
by the following examples.
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4.1 NERICA Rice

In the early 1990s, rice breeders at the Africa Rice Centre (WARDA) developed
stable and fertile progenies from crosses between Asian rice, 0. sativa and African
rice, 0. glaberrima. Morphologically diverse, genetically stable and fully fertile inter-
specific progenies have since been developed either through refined methods of
conventional breeding, or with the use of specifically developed anther culture
and double-haploidization methods into New Rice for African (NERICA).

Exploitation of the Oryza glaberrima gene pool has increased the scope for the
development of low management input plant types because it originates in Africa
and is resistant to a number of major African insect pests and diseases, such as the
African rice gall midge and rice yellow mottle virus. Oryza glabberrima is also very
competitive with weeds, the number one constraint to rice production in Africa.
Such traits were successfully transferred to the NERICAs.

About 3,000 NERICA lines have been produced so far with characteristics inclu-
ding easy harvesting and threshing, local consumer-acceptable cooking and eating
qualities, and better resistance or tolerance to drought and soil acidity. The resis-
tance of NERICA lines to major African endemic insect pests and diseases coup-
led to rapid early vegetative growth makes them more weed competitive and impro-
ves the productivity of scarce labour. NERICA protein content is generally high
and the NERICA lines generally grow quicker than most traditional rice varie-
ties. The advantages of NERICAs over traditionally grown varieties are:

e Improved yields per hectare and reduced risk associated with rain-fed rice crop-
ping because of better resistance to abiotic and biotic constraints;

¢ Enhanced labour productivity through reduced needs for weeding and shorter
growth duration; and,

¢ Enhanced sustainability through durable crop resistance to drought, insect pests
and diseases.

NERICASs have shown stable yields under both low and high input conditions.
Their higher productivity per surface area will reduce clearing of new land. Their
reduced risk will encourage farmers to use more inputs and intensify land use the-
reby improving the sustainability of rice production systems which will enable
them to abandon the practice of shifting cultivation. The adoption of NERICAs
is, therefore, a first step towards sustainable intensification of Africa’s fragile
uplands. This will be reinforced by integrating NERICAs into the farmers' exis-
ting varietal portfolios underwritten by complementary technologies, sound natu-
ral resource management practices and improved rice marketing and distribution
systems.

Currently, NERICA has been successfully disseminated in West Africa in Gui-
nea, Cote d’'Ivoire, Sierra Leone and Togo. In 2002, NERICAs enabled Guinea to
produce an additional 150,000 metric tons of rice which substituted for imports
that would have cost approximately US$13 million.
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4.2 The tissue culture banana
Banana is a source of carbohydrates, essential vitamins and minerals, and cash for
rural populations, particularly women and children. Banana production is attrac-
tive to smallholder farmers because it allows inter-cropping. It is a good source
of income because production begins within 14 months from planting and can
last up to ten years. However, despite these advantages banana production in Kenya
and the Eastern Africa sub-region generally has been declining and bananas have
become increasingly expensive. This is threatening food security, employment and
incomes in traditional banana producing areas.

The common farmer practice of using sward suckers that may be infected has
perpetuated the spread of banana diseases and pests. Panama disease, Black and
Yellow Sigatoka

Figure 4: The interrelationships of human rights
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Leaf Spot, weevils, nematode complexes and environmental degradation are esti-
mated to reduce yields by up to 90 per cent. This has created an urgent demand
for disease-free planting materials.

Tissue culture (TC) techniques based, on the ability of the plant to regenerate
a whole plant from a shoot tip, provides a means of producing clean planting mate-
rial for banana propagation. The tiny shoot-tips are dissected into small pieces and
then placed in a growth medium in sterilised flasks that contain glucose and other
nutrients. Different growth hormones or regulators are added into the medium
at different stages to enhance various processes of growth such as shoot initiation,
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multiple shoots’ formation and finally rooting induction. This technique induces
vigour, commonly referred to as a “hormonal kick” that brings the parent mate-
rial to a juvenile stage, causing remarkable physiological changes that influence
the agronomic characteristics of the emerging plant. These characteristics are
consistent with other crops such as sugarcane, pyrethrum, trees and flowers where
TC techniques have been applied. These physiological adaptations dilute down
in subsequent generations and are not heritable genetic changes so the techno-
logy must be sustained.

The performances of TC varieties in demonstration trials has been excellent with,
small-scale farmers harvesting bananas with bunch weights averaging more than
40kg compared to the usual average of 15-30 kg. An independent socio-econo-
mic impact study demonstrated that the average per acre incomes for small,
medium, and large-scale farms rose by 156, 145, and 106 per cent respectively
which increased returns to labour. This demonstrated that small-scale farmers can
benefit from modern biotechnological applications. Other applications include
sweet potatoes and flori culture which is a major East African export industry.

4.3 Pigeon pea

In Eastern and Southern Africa, pigeon pea is an important export crop that fet-
ches premium prices but the full potential of the crop has not been realised. It is
well adapted to low rainfall patterns and thrives in low fertility soils. Pigeon pea
production is not labour intensive which is a major advantage in conditions of decli-
ning labour availability due to rural-urban migration and HIV/AIDS. In addition
to its income earning potential, other benefits include its good nutritional pro-
perties and ability to withstand and even reverse environmental degradation and
declining soil fertility. Advantage should be taken of this as a regional compara-
tive advantage. Modern plant breeding technologies show promise for improving
yield and quality of pigeon pea varieties. This is being assisted by the Africa Agri-
cultural Technology Foundation (AATF) which is brokering the transfer of tech-
nology developed for more commercially interesting crops for employment in pigeon
pea breeding for the benefit of African smallholders.

4.4 Herbicide seed-dressing for control of Striga in Maize

In Africa, over 40 million hectares of land are severely infected with the parasi-
tic plant Striga. According to FAO, Striga hermonthica and S. asiatica decimate
maize, millet, sorghum, and upland rice throughout Africa with over 100 million
people losing half their crop production to this root-attaching parasite.

Low doses of imazapyr (<30g/ha) herbicide applied as a seed coating to imi-
dazolinone resistant (IR) maize seed gives early Striga control before or during
attachment to the host. Tested extensively on Striga - infested farmers’ field in
Kenya, this technique leaves fields virtually clear of emerging Striga season-long
and produces maize yields two to three times higher than farmers’ varieties at little

added cost.
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Doubling maize yields from 1.0 ton would produce enough food to provide 400
million people with their current average annual maize consumption. Farmers who
no longer lose their maize to Striga can be expected to invest more in weeding
and fertiliser and could achieve 3.5 ton/ha. This would reduce the cost of impor-
ting and distributing maize to deficit areas.

4.5 Minisett Seed Yam

Yam is grown in all West African countries and is an important source of carbo-
hydrates and income. However, its production is limited by shortages and high
costs of seed yams. The yam minisett technology enables production of large
quantities of seed yam in small areas. Adoption of this technology will not only
reduce the scarcity and high cost of seed yams but will also create seed yam pro-
duction and marketing enterprises in West and Central Africa.

4.6 Cassava

NEPAD has a major project proposal on cassava because, in addition to its con-
tribution to food security through high yields and storage qualities, it is emerging
as an industrial crop with high export potential. There are currently, a large num-
ber of high-yielding cassava varieties developed by IITA and the Root and Tuber
Research Institute, Umudike, Nigeria ready for testing in the four sub-regions of
sub Saharan Africa. Procedures and support systems for developing rural enter-
prises for processing and marketing cassava are also well advanced through col-
laboration between IITA and Nigerian scientists and Nigerian entrepreneurs.

4.7 Farmer Innovation

Farmer derived innovations have been largely ignored by African research and exten-
sion institutions. This should not be the case because there are many such inno-
vations which could be out-scaled to great advantage some of which are describ-
ed in the book by Reij and Waters Bayer on Farmer Innovation in Africa, which
is aptly sub-titled “A source of inspiration for agricultural development” (Reij et
al., 2001).

Kaboré and Reij (2003) reported on the emergence and spread of an improved
traditional soil and water conservation practise in Burkina Faso. This is described
in some detail here to serve as an illustration of the potential for impact of such
products of farmer research. The innovation which involved improved traditio-
nal planting pits was developed in the context of recurrent droughts and frequ-
ent harvest failures. The rapid growth of population in the central plateau region
of Burkina Faso had resulted in reduced fallow, impaired soil fertility, accelera-
ting soil erosion and a serious fall in farm productivity. To make up for this,
cultivation was expanding into areas with marginal soils at a rate faster than the
population expansion. This was bound to lead to poverty, famine and environmental
disaster.
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There had been attempts by the extension services and NGOs to introduce soil
and water conservation techniques such as bunds but these were fraught with tech-
nical and financial problems for the farmers and were not adopted. However, there
was a traditional use of planting pits applied on a small scale for rehabilitating rock-
hard barren land that rain water could not penetrate. Farmers improved this tech-
nique by widening the pits and applying manure which concentrated water and
nutrients at the same spots. This was done in the dry season to attract termites
that digested the organic matter, making the nutrients more readily available to
plants. The termites also dug tunnels that improved the soil structure. This pit-
ting technique is less constrained by labour shortages because the land is prepa-
red in the dry season when there are fewer farm operations. The prior prepara-
tion of the pits also enables farmers to plant immediately on the onset of the rains,
thereby taking full advantage of the growing season. The greater moisture and
organic matter content enable better responses to fertiliser in crop yields and bio-
mass production. In addition the seeds of bushes and trees contained in the
manure can germinate leading to dramatic regeneration of vegetation.

Kaboré and Reij (2003) estimate that thousands of farmers have used this tech-
nique mainly to reclaim barren degraded land and sometimes also to improve the
quality of their existing fields. The technique is now practiced in Benin, Céte
d'Ivoire, Ghana, Mali, Niger, and Togo. Though there is not a lot of data on the
yield benefits it is safe to assume that it would not be adopted if the yields were
not significantly higher. There are year to year variations but Kaboré and Reij (2003)
reported that the yields from areas with planting pits are invariably positive com-
pared to yields on similar land without pits. The data in table 4, which were col-
lected in Niger from 1991 to 1996, supports this finding.

Table 4: Impact of planting pits on cereal yields 1991 — 1996 (kg/ha), lllela District Niger

Rainfall 1991 1992 1993 1994 1995 1996 Average
1991-92

Badaguichiri | 726 mm 423 mm 369 mm 613 mm 415mm 439 mm

Illela 581 mm 440 mm 233 mm 581 mm 404 mm 440 mm

Tassa

T0 - 125 144 296 50 11 125

T1 520 297 393 969 347 553 513

T2 764 494 659 1486 534 653 765

Average 386 241 270 362 267 282 301

District

Source: Hassane et al. (2000, p. 26) quoted by Kaboré and Reij (2003)
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Table 4 reveals that planting in pits with manure (T1) raises yield above that on
untreated fields (TO) and further benefits can be derived from adding inorganic
fertilisers (T2). The increments are greatest in good years. In very dry years the
yield increases may not be sufficient to cover the cost of inorganic fertiliser but
the surpluses that farmers are now able to produce in good years farmers can be
stored for use in low rainfall years.

Amongst the various environmental impacts of the pitting technique perhaps
the most remarkable is the impact on groundwater levels. On the Central Plateau
of Burkina Faso many wells had begun to dry up at end of the rainy season and
they had to be frequently deepened. This was adding to the burden of women
and girls in fetching household water. However, following adoption of the pitting
technique, there was substantial improvement in well water levels over 10 - 15
years which could not be explained by higher rainfall and is attributable to the
control of surface runoff and better infiltration.

4.8 The Potential of upstream science

Opinions are varied about the potential and desirability of employing biotech-
nology to increase yields of Africa's staple crops but the available empirical evi-
dence favours judicious applications. This was confirmed by African Ministers for
Science and Technology who met in 2005 under the auspices of the African
Union and the New Partnership for Africa's Development, NEPAD, to discuss Afri-
ca's Science and Technology Consolidated Plan of Action. The ministers noted that
science, technology, and innovation are critical to the realisation of the United
Nations' Millennium Development Goals (MDGs) and they plan to mobilise finan-
cial resources and increase expenditure on national research and development.

NEPAD is focusing on four areas to harness science and technology to fight
poverty, improve human health, protect the environment, promote industriali-
sation, and help advance global science and innovation for development:

1. Information and communication sciences;

2. Geosciences;

3. Environmental sciences; and,

4. Biosciences.

In some countries, such as South Africa and Kenya, biotechnology applications
are already quite advanced. Ghana and Nigeria are also committed to employing
biotechnology to improve living standards. This will involve a wide range of bio-
logical specialisations related to living organisms, including animals, microbes, plants
and trees. Of these, the determination of the DNA sequences that make up the
‘genetic blueprint’ of organisms, bioinformatics, and analyses of the vast information
produced by genomics research possibly have the greatest potential for produ-
cing novel technologies for improving African smallholder and pastoral farming
systems. The application of new computer-based techniques is dramatically acce-
lerating decoding of the genetic composition of organisms. This has already pro-
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gressed from decoding the simplest forms of viral life to more complex multi-
cellular organisms, including the landmark mapping of the human genome in 2001.

Bioscience also includes techniques for the characterisation and manipulation
of genes that regulate specific traits, such as pest resistance or stress tolerance which
can be used in identifying and breeding better adapted livestock and varieties of
crops and trees and in the development of more accurate diagnostics and impro-
ved vaccines. Indeed, a new generation of safer and more affordable vaccines have
already been developed for human diseases such as meningitis and animal dise-
ases such as rabies. In food and agriculture, applications of biosciences have led
to the development of new crop varieties with improved tolerance to pests and
diseases and to better food storage quality. Africa needs this new science to reduce
poverty and create wealth in sustainable and equitable ways with technologies
specifically tailored to its unique regional, national and local circumstances (Sera-
geldin et al., 2000).

Africa must take advantage of knowledge and technologies developed out of
Africa, but there are African problems and opportunities that will only be addres-
sed if Africa has its own capacity to acquire knowledge and make new discove-
ries that will fuel endogenous innovation. This capacity is needed for research on
diseases that are killing the crops and livestock of low-income smallholders and
pastoralist which are of little interest to non-African research institutes. The lack
of incentives for non-African laboratories has resulted in there being no vaccines
or diagnostic tests for some of the most nutritionally and economically devasta-
ting diseases of livestock in Africa. Other diseases are being inadequately controlled
by crude technologies sometimes with undesirable side effects, such as environ-
mental pollution. The control of such ‘orphan diseases’ requires the develop-
ment of specific vaccines and diagnostic tests and better use of indigenous breeds
that possess genetic resistance to disease.

To achieve the advances needed by African farmers and livestock producers,
NEPAD has promoted the establishment of Biosciences eastern and central Africa
(BecA) as the first in a continent-wide network of four such centres of excellence
that will facilitate the generation and use of cutting-edge science and technology
by the continent’s researchers. BecA will enable Eastern and Central African
countries to develop and apply bioscience research expertise to produce techno-
logies that will help poor farmers to secure their assets, improve their producti-
vity, and widen their market opportunities.

The research that will be carried out at the NEPAD centres of excellence will
focus on the problems of African smallholders and pastoralists that are not being
addressed by other research institutions or the private sector. This would, for
example, include production of stress-tolerant, disease-resistant or nutritionally
enhanced cultivars of staple crops that are of little or no importance to industri-
alised countries or multinational agribusiness.
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9. Policy constraints on innovation

As noted above, research for resource poor farmers will continue to depend on
public investment because the market for smallholder innovations is too small to
attract private investors. Despite this, due to disappointment with the impact of
agricultural research and extension, there has, until recently, been a drastic decline
in funding for public services from both national and international sources. This
has left many research and extension services in disarray and dispirited. The
attempt by some external donors and national governments to use alternatives
such as NGOs as an excuse to abandon, rather than reshape, the public sector was
ill advised and must be redressed. Rather than reduce funding, and thereby com-
pound the problems, manifest, for example, by high staff to operating cost ratios,
there is need for a more systemic approach to agricultural research and extension.
The objective should be to improve integration in ways that will enhance the poten-
tial of a wide range of actors to add value to each others contributions to deve-
lopment.

Economic creativity is driven by the quality of 'technology linkages' and 'know-
ledge flows' amongst and between economic agents. Thus effective agricultural
innovation requires a network of inter-institutional linkages involving actors across
the whole value chain from concept to adoption (Clark, 2001). A characteristic
of high-impact innovation systems is that the interactions are dynamic and pro-
gressive. Conversely where systemic components are compartmentalised and iso-
lated from each other they are not so productive.

The key property of an agricultural innovation system is therefore not so much
its component parts, or nodes, but rather how it performs as a dynamic whole.
Even if the individual elements of such systems are strong the system as a whole
may nevertheless be weak. The capability to learn and build new competencies
will depend on how well the parts fit together and on the strength of these con-
nections. There are four other key properties of successful agricultural innova-
tion:

1. Looking forward and preparing for future scenarios;

2. Focusing on entrepreneurship in its broadest sense;

3. Incorporating organisational and institutional innovations as integral parts of
dynamic systems; and,

4. Integrating national systems of innovation with foreign knowledge sources.

The plethora of information providers and rapid technological changes in infor-
mation handling is making much information available to economic agents, inclu-
ding farmers, but to capitalise on this new ways will have to be found to minimi-
sing the costs of information search and maximising receptivity of those who should
use the information. It is this essential interactive feature that ultimately lies
behind the notion of an innovation system and distinguishes an effective one
from an ineffective one. A system which permits information interchange among
otherwise independent organisations, where management hierarchies do not
intrude excessively and where encouragement is provided to individual agents to
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try out new and possibly risky approaches (and even make mistakes), stand every
chance of contributing greatly to development.

The basic point is that the lack of technological development in African agri-
culture is not something reducible to simple solutions such as lack of finance. Nor
is it due solely to lack of research skills since much more could be made of exis-
ting capacities. The real need is for institutional structures that permit the invol-
vement of all actors in the value chains and the symbiosis of knowledge search
with knowledge use. Only when that is successfully achieved will the problems
begin to reduce.

Such structures will not come about by chance. There will have to be delibe-
rate policy initiatives backed up by re-directed and new and additional human
and financial resources. The existing hierarchical structures of agricultural rese-
arch and extension organisations will have to be opened up and decentralised. Poli-
cies are required that will provide incentives for both organisations and indivi-
duals to engage in multi-disciplinary, multi-institutional and multi-stakeholder
systems of innovation.

6. Africa's capacity to build capacity for agricultural innovation

Despite the importance of agriculture in African economies, tertiary agricultural
education has not been spared the erosion caused by decades of under investment,
loss of staff incentives and failure to recruit replacements for an ageing cadre of
professors. The recent InterAcademy Council reports (InterAcademy Council, 2004a
and InterAcademy Council 2004b) are amongst many that have highlighted the
importance of universities in developing countries being vibrant centres of excel-
lence capable of propelling their nations into the knowledge economy. All the stu-
dies agree that without sufficient skilled entrepreneurs, managers and technici-
ans even the best development plans and projects will fail. Africa missed out on
the Green Revolution. Africa cannot afford to miss out on opportunities such as the
ICT and gene revolutions. It is, therefore, in everyone’s interests to strengthen the
capacity of Africa’s universities and colleges to build the required human capacity.
A paper by Watts et al. (2003) on institutional learning and change indicates
that effective training in developing country contexts inter alia entails:
® Acquiring a more sophisticated understanding of how development occurs,
which recognises that innovation has multiple sources
® Recognising the emergence of a wide range of actors in agricultural and rural
development - including NGOs, private companies, farmer-operated enterpri-
ses and research institutions
e Accommodating new participatory working practices involving the beneficiaries
e Comprehending the implications of globalisation and the increasing influence
of international markets on the rate and direction of technological change
e Contributing to the increasingly important role of knowledge in the global eco-
nomy
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After independence African universities dramatically increased undergraduate num-
bers. But under-funding, lack of career prospects and professional isolation has
lowered morale and caused many staff to leave. This has brought about an urgent
need to build up the human capacity that Africa needs for sustained endogenously
driven innovation, especially in its most critical industry — agriculture (Muir-
Leresche, 2003).

The development and application of effective training programmes, methods
and resources will require revision of current curricula to address gaps and to make
them relevant to development and the needs of future employers. In addition to
reinforcing traditional scientific disciplines, African universities are looking for sup-
port in delivering education and training that goes across disciplinary boundaries
and interacts with other disciplines and development issues which is required for
success in modern innovation systems approaches. This will require across the board
strengthening of teaching and training in the hard-system skills, required for spe-
cialists to put their disciplines in perspective and understand the contributions
of other disciplines, and the soft system skills that they require to be able to nego-
tiate their contributions, work in modern participatory ways and resolve conflicts.

There is some misunderstanding that suggests that disciplinary knowledge and
skills will become less important in inter-disciplinary work. The opposite is the
truth because individuals, working in teams, will be relied upon to contribute the
best that their disciplines can offer to the tasks in hand. Thus teaching and trai-
ning in the disciplines will have to be constantly reviewed and upgraded. The roles
of biosciences in development discussed above illustrate the need to build scien-
tific and technical competencies in areas such as functional genomics and bioin-
formatics to help close the enormous disparities in new science knowledge, skills
and technologies that currently divide Africa from the rest of the world. This will
be accomplished by improving the institutional frameworks in which the scien-
tific investigations are undertaken as well as building the required human scien-
tific capacity. Amongst the required improved competencies is a greater capacity
for managing intellectual property and ensuring the safe use of new technologies
through science-based biosafety and regulatory systems.

BecA provides an example of how the research and teaching institutions can
collaborate better. As stated on its website, BecA is committed to working with
universities to train young scientists to MSc and PhD levels and to providing oppor-
tunities for post-doctoral fellows. It will not become a degree-awarding institu-
tion but will enhance the work of university laboratories. The close association of
BecA's facilities with universities will enable academic staff in Africa to further
their professional development and careers through fellowships and secondments
that will allow them to undertake high-priority research for the poor within first-
rate facilities and with direct access to international as well as African resources
and scientific skills.

BecA's commitment to strengthening Africa's capacity for biotechnology is con-
sistent with one of the six highest priorities for scientific and institutional capa-
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city that were determined by African Vice Chancellors, Deans of Agriculture and
other stakeholders who met at the Commission of the African Union in September
2004 to develop a programme for building Africa's scientific and institutional capa-
city (BASIC). It is envisaged that BecA will evolve into a service provider of first
resort to biosciences research for the poor while becoming an integral component
of the academic and research establishments of Africa. Provision of world-class
biosciences training and facilities will motivate and equip practising African sci-
entists to reach their full potential within Africa and should attract many of Afri-
ca’s ‘best and brightest’ scientists working abroad to return to Africa to work directly
on Africa’s development in Africa.

The vital contribution of higher education to the development process is incre-
asingly recognised, especially with the growing awareness of the role of science,
technology, and innovation in economic renewal (UN Millennium Project, 2005).
But up to the present, initiatives for building African capacity have been essenti-
ally supply driven because, even though they for the most part do respond to iden-
tified demands, they are shaped and limited to what a restricted group of provi-
ders can provide either in money or staff terms. There is no doubt about the
immensely valuable contributions that these programmes and projects have made.
However, they have provided band aids rather than systemic cures and there are
many important needs that have not attracted significant support.

Most external support has been directed at particular masters and doctoral pro-
grammes. Even though there have been increasing complaints about the quality
of candidates for these programmes little has been done to redress the falling qua-
lity of BSc teaching. Other symptoms of deteriorating BSc teaching are the dif-
ficulties that many graduates have in finding employment and the need for addi-
tional training by employers. This indicates a critical need that affects the whole
agricultural industry, including marketing and policy making institutions.

A new approach is required to building Africa's scientific and institutional
capacity that will address the full extent of the need and take advantage of all poten-
tial capacity building providers in the most effective and cost efficient ways. Such
a comprehensive approach has been made possible by the convergence of seve-
ral significant recent policy and institutional evolutions. Amongst the changes are
the emergence of a vigorous African Union, out of the former Organisation of Afri-
can Unity, the articulation of NEPAD and its Comprehensive Africa Agriculture
Development Programme (CAADP) (NEPAD, 2003) augmented by the Frame-
work for African Agricultural Productivity (FAAP). At the same time the Regio-
nal Economic Communities (RECs) are gaining importance and the Sub Regio-
nal Organisations for agricultural research (SROs) and the Forum for Agricultural
Research in Africa (FARA) have gained in experience and capacity. Together, these
developments have created an enabling structure for supporting national sys-
tems and institutions through which all stakeholders can align their contributions
to Africa's agricultural development based on their comparative and collabora-
tive advantages.
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1. Harmonising internal and external actors

The structure extending from national stakeholders up to the halls of the African
Union outlined above covers all aspects of agricultural development. It is supported
by numerous policy and planning instruments such as the Millennium Develop-
ment Goals (MDGs) and the national and regional Poverty Reduction Strategy
Papers (PRSPs). The preparation of these instruments has promoted and inter-
nalised a greater commitment to participatory process involving domestic stake-
holders as well as external development partners including the World Bank and
International Monetary Fund and bilateral agencies of OECD member states.

To take full advantage of these it will be necessary to develop programmes backed
by appropriate types, levels and consistency of funding for strengthening African
agricultural innovation and harmonising both the internal and external actors.

The establishment of BecA provides a good demonstration of the potential to
be derived from harmonising actors and donors. As indicated on BecA's website
"it was made possible by an initial investment of more than CAD$ 30 million by
the Canada Fund for Africa through the Canadian International Development
Agency. The facilities will be hosted by the International Livestock Research
Institute (ILRI), in Nairobi, Kenya. The Canadian grant will be used primarily to
refurbish existing laboratory facilities, to provide new facilities and equipment (inclu-
ding additional biosafety containment facilities) as necessary for a centre of excel-
lence in biosciences, and to develop capacity in biosciences amongst African sci-
entists through fellowships and educational and training activities in ways that
complement existing programmes at national, regional and international levels.

The Gatsby Charitable Foundation, the Rockefeller Foundation and the Syng-
enta Foundation for Sustainable Agriculture are also supporting the design phase
which includes national and regional consultations to identify high-priority pro-
gramme and project areas. The Doyle Foundation has sponsored the development
of the concept through consultations in Africa and with prospective partners
internationally. NEPAD is actively seeking the involvement of other partners in
Africa and in the international development and science communities to join in
co-financing the research programmes and the capacity-building activities that
will be undertaken by African scientists working at the new facilities.

The development of the programme for Building Africa's Scientific and Insti-
tutional Capacity (BASIC) that is led by FARA in collaboration with the 127 mem-
ber universities and colleges of the African Network for Agriculture, Agro-fores-
try and Environment Education (ANAFE) is another example of the potential to
address major developmental issues through collaboration. BASIC takes advan-
tage of a unique historical opportunity which is bringing about commitments such
as of European universities through the Network of European Agricultural Tro-
pically and Sub-tropically Oriented Universities (NATURA) and American uni-
versities through the National Association of State Universities and Land Grant
Colleges (NASULGC) to responding collectively to demands from Africa for peda-
gogical assistance. In a related response, the CGIAR system of 15 international



55

research centres is seeking ways of better integrating the centres' programmes
amongst themselves and with national, sub-regional and regional priorities. They
are also seeking to enhance their impact and there is hardly a better way of doing
that than by getting their products incorporated in tertiary education. This will
not only raise awareness and use of their final products but, at least as importantly,
it will provide African graduates access to the huge range of intermediate products
that the Centres have developed in the course of developing their final products.
These are often what the African graduates need to be able to be proactive in hel-
ping smallholders and pastoralists, for example in coping with climate change that
will require changing local crop and livestock production and protection practi-
ces. The increased exposure to research and opportunities to conduct research that
the Centres will provide to faculty members will also be a major contribution to
the quality of teaching and the retention of the best scientists in African univer-
sities.

1.1 African agricultural research systems

The national agricultural research systems (NARS) are comprised of the natio-
nal agricultural research institutes, universities and colleges, NGOs, and interna-
tional and regional institutions and non-African advanced research institutes wor-
king in Africa.

The NARS have endured extended periods of under funding and retrenchment
and are in need of urgent reinforcement and reinvigoration. The international and
regional agricultural research centres and non-African advanced research and ter-
tiary education institutes have contributed greatly to Africa's agricultural deve-
lopment but would be more effective if there was a framework within which their
contributions could be targeted and focused. This would help them focus their
traditional role in filling gaps in specialised human and infrastructural capacity
and improve their contribution to building capacity to reduce Africa's dependency.

The sub-regional research organisations (SROs) were established to improve
the cumulative impact of national systems through collective action at the sub-
regional level and they have established sub-regional priorities which are vital con-
tributions to the coherence and effectiveness of Africa's agricultural innovation
systems. Taking this process to the continental level, FARA was formed to add
value to the work of its four member SROs, i.e., ASARECA, CORAF/WECARD,
SADC-FANR and the North African members of AARINENA. FARA focuses on
issues that add value to the efforts of the sub-regions and those which will be more
effectively dealt with from a continental perspective. Hence NEPAD has desig-
nated FARA to be its technical arm for advancing the objectives of CAADP Pil-
lar IV which covers agricultural research, technology dissemination and adoption
and cross cutting capacity building.

In addition to the research institutions, FARA's stakeholders also include agri-
cultural extension and development agencies and the private sector. Traditionally
such institutions have not collaborated well with the publicly funded research insti-
tutions and have been more or less confined to disseminating technologies. This
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is a wasteful denial of their full potential to contribute to technology develop-
ment and the divisions of responsibilities must be revised to enable more inte-
grative and participatory systemic approaches (Werner, 1993). The end users, i.e.,
smallholders and pastoralists, should be better involved in determining, imple-
menting and assessing research agendas and outputs.

1.2 The Comprehensive Africa Agriculture Development Programme (CAADP)

CAADP was prepared by NEPAD to promote interventions that best respond to
the widely recognised crisis situation in African agriculture. It deliberately focu-
ses investment into the following three mutually reinforcing 'pillars' that can make
the earliest difference to Africa's dire situation: (i) extending the area under sus-
tainable land management and reliable water control systems; (ii) improving rural
infrastructure and trade-related capacities for improved market access; and (iii)
increasing food supply and reducing hunger. CAADP also pays attention to emer-
gencies and disasters that require food and agricultural responses or safety nets
because the dislocation caused by them could undermine or reverse development
achievements.

As noted above, CAADP has a fourth long-term pillar dedicated to agricultu-
ral research, technology dissemination and adoption. It has four sub-themes that
will collectively contribute to testing the central hypothesis “that conservation and
efficiency of use of soil and other natural resources will be optimised under con-
ditions of market and/or policy and institution-driven productivity”:

1. Integrated natural resource management;
2. Adaptive management of appropriate germplasm;
3. Development of sustainable market chains; and,
4. Policies for sustainable agriculture.
Scientific capacity building is a cross cutting theme.

1.3 Framework for African Agricultural Productivity (FAAP)
Achieving the goal, objective and purpose of CAAP Pillar IV requires purpose-
ful direction and careful husbandry of the available human, infrastructural and
financial resources. It will also require significant new and additional funding that
will only be made available when investors have confidence in the capacity and
determination of Africa's agricultural innovation systems to deliver and achieve
the necessary levels of impact in improving livelihoods. The Framework for Afri-
can Agricultural Productivity (FAAP) has been developed to ensure that these
conditions are obtained for successful implementation of CAADP Pillar IV.
FAAP’s specific objectives are to:
1. strengthen Africa's capacities for agricultural innovation and increase invest-
ment by African governments in technology development and dissemination;
2. foster and support needed reforms in African research and extension institu-
tions, and in markets and the agricultural policy environment; and
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3. link national, sub-regional and regional programs/networks with strong inter-
national partnerships to achieve efficiency and effectiveness in technology
generation, dissemination and adoption.

FAAP will achieve these objectives by guiding and assisting the development
of Africa's agricultural innovation systems and promoting harmonisation of inter-
nal and external actions and actors. FAAP's will focus on three principal compo-
nents that have been identified as essential for implementing CAADP Pillar IV:

i. Empowering farmers so that they can participate in setting the research and
development agenda and be active partners in implementation and quality
control;

ii. Strengthening farmers' support services so that they will be able to access
technologies and improve their own livelihoods through having the ability
to continuously innovate and improve their production systems and out-scale
innovations;

iii. Strengthening agricultural technology generation for enabling and undepinning
progressive smallholder and pastoral agricultural enterprises.

Capacity strengthening is a crosscutting requirement of each of these compo-
nents but, because it requires specific actions to redress past lack of attention and
under investment, it is treated as a fourth component, i.e.,
iv.Strengthening Africa's capacity to build the capacity required for endogenously
driven agricultural development so that Africa can break its dependencies and take
up its proper position in world trade and global environmental conservation.

With these four components and the necessary institutional changes Africa will
have the capacity for agricultural innovation capable of meeting CAADP's 2020
vision and, as indicated in CAADP Pillar IV, of “address(ing) the need to make a
paradigm shift away from a principally commodity-driven technological package
approach to a truly integrated agricultural research approach and to ensure that
researchers (national and international) work together with smallholders and
extension agencies, the private sector and NGOs to have impact on the ground.”

FAAP will provide a framework for harmonising the actions of internal and exter-
nal stakeholders in Africa's agricultural research for development. This will faci-
litate the identification and exploitation of value adding complementarities amongst
programmes and projects that cost about US$2.5 billion per annum in government
subventions, grants and loans and bilateral and multi-lateral development assistance,
for institutional reform and strengthening of agricultural research and technology
dissemination and adoption at national, regional, and continental levels.

FAAP will facilitate the proper evolution of institutions and programs under-
written by: sound planning and reporting; sustainable funding; sound procurement
and disbursement procedures and monitoring and evaluation. FARA will insti-
tutionalise comprehensive quality control that will assure CAADP stakeholders
of value addition and optimal use of human, physical and financial resources, which
will be a major factor in the alignment of the research and investor institutions

through FAAP.
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FAAP will be a platform for advocacy for new and additional resources from
African governments, Africa's development partners, philanthropic organisations
and the private sector and promoting funding continuity so that innovations can
be advanced through to uptake and impact. FAAP will also provide a platform
for sharing information and transferring best practices and brokering knowledge
between Africa's sub-regions and from outside of Africa. It will set out the
guiding principles and operational structures for establishing the credibility of the
framework as a means of influencing the selection of actions and endorsing the
allocation of resources in support of continental, sub-regional and national prio-
rities as established by NEPAD and FARA, RECs and SROs, and national govern-
ments respectively.

8. Conclusion

In the last decades of the 20th century the productivity of African agriculture
failed to keep pace with the increase in population. This and the increasing fre-
quency and severity of adverse weather has worsened the food security and in-
comes of millions of rural people. Productivity is stagnant not because agricultu-
ral research has failed to produce viable yield enhancing innovations. There are a
number of successful innovations not only from formal research but also from far-
mer innovation that have not been sufficiently disseminated and adopted. How-
ever, a more concerted effort is needed to contextualise the new technologies with
the farmers so that they will be widely adopted. There is also need for new agri-
cultural research policies that will provide institutional and individual incentives
for multi-disciplinary, multi-institutional and multi-stakeholder participatory
approaches to research which will strengthen African agricultural innovation.

The scale of action that is needed to improve the livelihoods of over 300 mil-
lion Africans who are presently held in poverty traps will require not only radi-
cally new ways of doing research that can cope with the complexity and dyna-
mics of African smallholder and pastoral systems. It will also require a new and
comprehensive approach to strengthening Africa's capacity to build capacity. To
be up to the task and sustainable this must be African-led and designed to utilise
all available capacities with minimal transaction costs.

In recent decades there have been major advances in developing structures through
which all agricultural research and development institutions in Africa can deter-
mine where they can contribute most effectively. This structure which stretches
from the producers to NARIs and through SROs, FARA to NEPAD and the Afri-
can Union is being fleshed out by common goals such as the MDGs and plans such
as the PRSPs. CAADP sets out the what needs to be done and FAAP provides a
framework for implementing CAADP Pillar IV. Adherence to FAAP guidelines
and principles will increase the effectiveness of the agricultural and development
efforts of all stakeholders.
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9. Discussion on Technological options for small-scale farming in
Sub-Saharan Africa

9.1 Goran Djurfeldt”
Djurfeldt began his discussion by lauding the advances made by Monty Jones on
the agricultural research front. The achievements of Jones in relation to Nerica and
the development of new cassava varieties resistant to the cassava mosaic virus by the
IITA in Ibadan were mentioned. Likewise, tissue-culture banana developed within
the auspices of the IITA have prevented a complete obliteration of banana argued
Djurfeldt. In sum, therefore, a large amount of technological improvements have
taken place, although these may be largely unknown outside specialist circles.

Nonetheless he argued that the problem of the weak impact of technology adop-
tion and spread of new varieties on productivity (as suggested by Evenson and
Gollins (2003) for instance) suggests that contextual factors may be constraining
productivity. Arguing on the basis of the so-called cassava revolution in Nigeria (by
some authors dubbed “Africa’s best kept secret”), Djurfeldt suggested that despite
the widespread replacement of old cassava varieties with improved varieties re-
sistant to cassava mosaic virus in many parts of Africa, Nigeria alone provides evi-
dence of a commercialization process.

Djurfeldt concluded by raising the question of how the relatively stagnant eco-
nomic and political factors characterising Africa were reflected in the policies being
established by FARA in relation to technological development.

9.2 Round-table discussion

The ensuing discussion came to focus on a number of topics.

® Firstly, the issue of political commitment to agriculture in general and technological
advances in agriculture more specifically, among African countries was once again
raised by a number of participants. Jones for instance argued that a refocus
within the international community (Kofi Annan, Tony Blair) towards Africa and
the need for African leadership has prompted the evolution of the NEPAD and
the CAADP. In addition, he suggested, a commitment from the people on the
ground, as represented by NGOs and the private sector, has been evident in their
response to the establishment of the three pilot learning sites. For the first time,
therefore, argued Jones, all sectors are coming together in a concerted research
development effort: there is a continental group of NGOs and altogether 80 stake-
holders are participating in these three research sites. In this context the pilot
learning sites were perceived as a major area for development, leading to posi-
tive spillover effects around these areas. In sum therefore, there is ground for
optimism argued Jones. Mkandawire agreed with this characterisation of com-
mitment to agriculture among the African political leadership and suggested that
for the first time in the past twenty years an emerging political commitment to
agriculture is on its way through the NEPAD’s CAADP. Rahmato, in contrast

* Professor, Sociology Department, Lund University
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to the optimism being voiced by Jones and Mkandawire, questioned that Afri-
can leaders are really commitment to agriculture and more generally queried
to what extent the agenda is being driven by the real problems of African far-
mers? Gerremo raised the issue of good governance in relation to the new struc-
tures being developed by NEPAD. He suggested that if donor voices are too pro-
minent in the NEPAD and the CAAPD this would be problematic.

® The issue of public expenditure on agriculture by individual governments and its
relationship to donor spending was raised by a number of participants. At a gene-
ral level, Ogendo asked for clarification on the 10 per cent of public expendi-
ture devoted to agriculture and how much of this was related to expenditure
on issues of wider rural development. Mkandawire in response argued that
financing of agriculture in general is being monitored through the peer mecha-
nism of NEPAD, to ascertain that the 6 per cent growth rate in public expen-
diture is being achieved. Meanwhile, the key sector focus of the CAADP means
expenditure is not directed towards broader rural development issues. The par-
ticular pillars of the CAADP that expenditure is devoted to, is however, the
prerogative of individual governments, as long as their strategy documents for
agriculture are in line with the principles of the CAADP. NEPAD in general is
premised on domestic sourcing with NEPAD'’s financing of regional structures
also occurring through national governments. Hence, argued Mkandawire, donor
support on its own will not increase agricultural productivity.

® The role of technology, farmer innovation and genetic materials: in response to Djur-
feldt’s discussion, Jones argued that the scope for technology adoption is still
large, for instance in relation to Nerica which has the potential of doubling yields.
In general, suggested Jones, farmers are highly innovative and wish to adopt new
technologies. Although Rahmato lauded the attention awarded to farmer inno-
vation and the appreciation of indigenous knowledge by African researchers, he
voiced a concern that indigenous African genetic material was not being pre-
served and that the diffusion of new crop varieties may be having a harmful impact
on the environment, natural resources and human and animal health. Jones in
response agreed that the preservation of genetic material had been a problem
in the past and that a strategy was needed to handle this. Although seed-
centres have appropriate structures in terms of gene banks, most of the natio-
nal bodies lack appropriate structures. Hence, concluded Jones, there is a need
to identify national institutions that can play the role of appropriate gene banks
along with the development of regional pilot sites.

® Issues relating to trade and market protection: the issue of protection of farmers
was raised in relation to Nerica, which although providing high yields still
fails to compete with Asian rice farmers. Axelsson-Nycander in this context
pointed to the protection of local rice farmers in Ghana and queried whether
protection of farmers was necessary to mitigate competition from Asia. Jones,
however, argued that products have to compete effectively within the interna-
tional field. The pilot-learning sites for this reason cut across countries and
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cover 20-40 million people where building standards for the regional market
can provide the springboard for eventually competing on the international
market. Jones also mentioned that the issue of African representation at the WTO-
meetings was being championed by FARA. Klum reflected on the level of
domestic margins (150-200 per cent, mentioned by Sarris during the discussion
which related to Hazell’s presentation). He argued that tariffs in general were
not needed, but that a Green Revolution in Africa needs to contribute both to
lowering the price to the consumer and raising yields.

The issue of developing markets/market control was raised in relation to govern-
ment market intervention. Jones mentioned that historically governments in Africa
have adopted numerous strategies to boost agricultural growth and rural deve-
lopment. In the 1960s state farms and government run markets led to problems
of declining productivity and for this reason governments should not be request-
ed to control the market. The central question, however, suggested Jones, is how
to develop the market in a context of lacking volumes. The experience with
nerica in Guinea (and possibly also Uganda and Rwanda) suggests that most sub-
sistence farmers who experience rising productivity start looking for markets
to sell their goods in. The regional development context is an important source
of market development suggested Jones, where production increases can be export-
ed to neighbouring countries, for instance in the Lake Kivu pilot learning site.
The World Food Programme is also being committed to purchase regionally. The
question of food-security is intimately connected to domestic market expansion
and improvements in the general well-being of people so that non-food producers
have the means to purchase and consume food produced by others. However,
Wretborn cautioned on a general level that experience not only from Asia
(where complicated subsidy-systems still exist), but also from the EU and the
US, suggest that the type of government intervention in markets for agricultu-
ral produce used in these countries should be avoided.
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Building Institutions for Markets:
The Challenge in the Age of Globalization
Eleni Z Gabre-Madhin™®

1. Defining the Market Challenge in the Age of Globalization

As the twentieth century drew to a close, it can be said that the market had tri-
umphed. The world witnessed, along with the fall of the Berlin Wall, the dismant-
ling of socialist economies in the now transition economies; the celebration of the
market-oriented East Asian “miracle”; the integration of global financial markets;
broad sweeping liberalization of markets across all continents; and the increased
globalization of production and distribution processes.

In the past two decades, there have been enormous changes in the global eco-
nomy, encompassed in the term “globalization.” Although there is no generally
accepted definition, the term generally refers to increasing interconnectedness of
countries in terms of economic, environmental, and socio-cultural factors (see Morris-
sey and Filatotchev, 2000). Globalization can be seen as “a state of the world invol-
ving networks of interdependence” (Keohane and Nye, 2000). Thus, the combi-
nation of two decades of reduced barriers to trade and the considerable increase
in the flow of capital are pivotal to globalization.

The globalization of the agro-food system is manifested in several important
trends. First, in recent decades, the world has witnessed the increased integration
of firms into geographically dispersed networks or “global commodity chains,” link-
ing suppliers in one country with customers in another (Dolan et al., 1999). For
farmers in developing countries, this often takes the form of increased linkages
with international markets. Contract farming, in which agricultural production
is contracted by processors or exporters, is one way in which these linkages have
been strengthened, particularly for perishable, high-value commodities such as
horticultural crops (Little and Watts, 1994). Second, within these chains, there
has been a shift from homogeneous commodities to increasingly differentiated
products (off-season vegetables, exotics) in which the role of grades and standards,
particularly private ones, hasincreased. Third, in these global commodity chains,
transnational firms are becoming increasingly important actors in coordinating pro-
duction and marketing. In the case of fresh fruits and vegetables trade, supermarkets
chains play a major role in transmitting quality, food safety, and other requirements
from consumers to farmers (Dolan et al., 1999).  One reason that vertical coor-
dination is becoming more important, particularly in agricultural exports from
developing countries to industrialized countries, is that retailers and consumers
are taking an interest not only in the characteristics of the final product but in the
way it was produced.

* Program leader, International Food Policy Research Institute, Ethiopia
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At the same time, there is lingering concern that, despite two decades of struc-
tural adjustment aimed at liberalizing markets, agricultural markets for traditio-
nal bulk commodities remain weak (Kherallah et al., 2002). The overwhelming
evidence suggests that improving price incentives for farmers was necessary but
not sufficient to boost agricultural production. Long run aggregate supply elasti-
cities, with respect to prices for the more advanced developing countries, tend to
be much higher than for other developing countries with poor infrastructure, weak
public institutions, and low levels of human capital and private sector develop-
ment.

Following the reduced role of the state in the distribution of agricultural out-
puts and inputs, the development of a reliable private sector and well-functioning
markets has been slow, exacerbated by poor infrastructure, weak and highly fluc-
tuating terms of trade, high transaction costs, the lack of market information, and
inadequately developed financial markets, particularly in rural areas. In this con-
text, market participants, particularly small-scale farmers, are now exposed to
greater risk; market distribution occurs at prohibitively high transaction costs, which
are passed on to consumers; the market remains thin and unable to stabilize itself
in periods of either surplus or deficit; and the market continues to be weakly inte-
grated, both domestically and externally. Further, the investigation of private sec-
tor micro-economic behavior reveals that private operators in the grain market
are generally small or micro-enterprises, with limited modern business manage-

ment skills, limited capacity to take risk, and very weak financial liquidity (Gabre-
Madhin and Amha, 2003).

1.1 The Stakes for Smallholder Agriculture
Small-scale agriculture has witnessed a resurgence of interest in the recent poverty
reduction debate, as it is presented as a “growth-equity win-win” (Vorley and Fox,
2004). But the evolving global agro-food system and the advances of market libe-
ralization have raised unique challenges for smallholder integration into the glo-
bal market and have polarized the debate between staples versus high-value agri-
culture, and between domestic versus export-led market integration.
Atonelevel, itis argued that smallholders need not be marginalized in the chang-
ing global agro-food system, as they may be involved in export horticulture as
employees on large plantations, commercial farms, and packing plants, or as inde-
pendent farmers sometimes working under contracts with exporters. There have
been many concerns about the impact of contract farming on poor households,
but some recent studies suggest that under certain circumstances there are rewards
for smallholder contract farmers (McCulloch and Ota, 2003; Stringfellow et al.,
1996). In the broader debate on whether smallholders have benefited from glo-
balization, the winners have been those that are vertically integrated with agri-
businesses or are organized into farmer organizations for collective strength; have
access to better infrastructure and credit; and have benefited from the role played
by the public sector and others in capacity building (Narayanan and Gulati,
2002).
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At another level, analysts have argued that increased domestic demand for sta-
ples, coupled with investments in productivity-enhancing technology and mea-
sures to reduce marketing costs, will have significant potential for poverty reduc-
tion and growth (Diao and Hazell, 2004). This perspective is in sharp contrast to
the view that the growth potential of agriculture lies largely in non-staples
production (Maxwell, 2004). At yet another level, the debate has centered on
whether interventions in the post-reform era should focus on building market link-
ages for smallholder through supply chain development or whether broader inter-
ventions to build institutions for markets such as warehouse receipts systems and
market information are more appropriate.

1.2 The Market Challenge Redefined
Broadly, despite the unprecedented economic prosperity that characterizes the
beginning of the twenty-first century, the unleashing of markets has not necessa-
rily lead to the expected spontaneous emergence of order and positive social out-
comes. Witness the social and economic chaos following reforms in Russia and
other transition economies, continued economic stagnation and persistent ethnic
and civil strife following structural adjustment in Africa, the bursting of the Sili-
con Valley dot-com bubble, and the Japanese and East Asian financial crises fol-
lowing their “miracle.” This malaise with the laissez-faire or free market appro-
ach may be related to three critical issues.

First, there is the problem of creating markets where none previously existed,
a problem which concerns the nature, speed, and scope of the marketization of
formerly planned economies (Bromley, 1997). The view that markets are not exter-
nal to society and can only function in the context of appropriate social arrange-
ments invokes skepticism for the scope for rapid expansion of markets in deve-
loping and formerly planned economies (Platteau, 1994). Second, there is the
problem of allocative impact. Meerman (1997) finds that for a large number of
less developed countries, the impact of market reform on agricultural output has
been small. In some instances, as in the former Soviet Union, liberalization has
led to agricultural output contraction and resource outflow. Third, there are dis-
tributional consequences of market expansion. Opponents of globalization con-
tend that the unleashing of market forces has disproportionately hurt the poor.
Direct examination of the poverty impacts of agricultural reforms in sub-
Saharan Africa, in terms of changes in producers’ terms of trade and changes in

price volatility, reveal negative or at best mixed outcomes (Dercon, 2001; Sahn,
Dorosh and Younger, 1997).

1.3 The New Agenda: From Getting Prices Right to Getting Markets Right

The fundamental market problem in the twenty-first century is not whether to
free or restrict markets. It is to understand how markets function, what roles dif-
ferent institutions play in supporting market exchange, and how to design, trans-
fer, and maintain these institutions. This implies that a shift in policy thinking is
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required: from the perspective of “getting prices right,” which dominated the
market liberalization agenda in the last two decades, to that of “getting markets
right.” Getting prices right implied that market order will emerge spontaneously
or endogenously and that markets will take care of themselves once incentives
are aligned. Getting markets right implies that market order depends on an under-
lying set of institutions and supporting infrastructure, requiring guidance from a
“visible hand.”

Beyond market liberalization, getting markets right also implies a concerted need
and challenge for the public sector to engage with, and ultimately enhance, the
role and performance of the private sector. Thus, the role of the state vis-a-vis pri-
vate actors must be initially defined and re-defined as the market itself evolves.

This paper sets out to address this agenda, with a particular focus on the need
to build institutions for markets, in a concerted fashion. In the following section,
the paper addresses the task of getting markets right and within that, the role of
institutions and why they matter. Section 3 then focuses more narrowly on ana-
lyzing institutions and defining them. This is followed by in-depth review of two
key dimensions of institutions for markets, market coordination and contract
enforcement, in Sections 4 and 5, respectively. This is followed by a discussion
of approaches and interventions to building market institutions in Section 6, and
conclusions in Section 7.

2. Understanding the Market: Visible and Invisible Hands

What is a market? Analysis of the market mechanism has always been central to
economic inquiry, although the market itself is rarely defined in economics. Hib-
bard (1921) gave the famous definition that “two women and a goose make a mar-
ket.” Neoclassical economic theory considers the market as an institution in and
of itself (Stigler, 1971). However, little effort has been directed at understanding
the conditions necessary for it to exist. Within an exogenously determined mar-
ket, Adam Smith’s “invisible hand” directs individual behavior and leads to the
Pareto optimal allocation of goods. This view of the market implies that, in a per-
fectly competitive world, price is all that is needed to coordinate activity. It also
implies that the role of government is not to intervene in the regulation of the
market, but to leave the market alone.

Alternatively, the market can be viewed as an intricate web of institutions and
social arrangements, acting together for the same purpose, which evolve or are
designed to facilitate the transfer of rights and titles to ownership in goods and
services (Davidson and Weersink, 1998; Bakken, 1953). In this view, prices alone
cannot coordinate economic activity and the origins and evolution of specific insti-
tutions matter, such as laws, regulations, and social norms, among others. Also, in
this view, the role of government is not to leave the market alone but to partici-
pate in the design and creation of institutions. At the heart of the difference be-
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tween these two definitions of the market is the Smithian perception that order
emerges spontaneously from market processes themselves (Hayek, 1945), leading
to the laissez-faire proposition that the outcome of “free” markets is beneficial both
socially and allocatively.

Thus, the alternative to the “invisible hand” or free market view is one that con-
siders explicitly the role of the complex set of institutions that jointly define the
market and that determine its outcome. These institutions are those that define
human interactions, including the organization of firms, community norms, moral
codes, enforcement mechanisms, and formal rules. In this perspective, the ana-
lysis of the price as the sole coordinating mechanism is not valid, or is analogous
to the study of “the circulation of blood without a body” (Coase, 1937).

2.1 The End of History?

Fukuyama (1992) called the remarkable convergence of political and economic
thinking around liberal democracy and free markets in the late twentieth century
the “end of History.” He did so following the Marxist-Hegelian tradition of hi-
story as a broad evolution of societies heading to a final goal. However, following
this convergence, it is becoming clear that economic differences between coun-
tries, even as they become interlocked in the vast global economy, will be center-
ed on the heightened significance of culture and norms, or “trust,” rather than ide-
ology. Thus, while both Japan and the United States practice democracy and
capitalism, Japanese firms adhere to the concept of loyalty within business net-
works, known as keiretsu, and are troubled by the litigiousness of American firms
(Fukuyama, 1995). An increasing recognition that economic life is bound up in
social life has shaped the view that “social capital,” defined as the connectedness
of human beings, matters for economic performance (Coleman, 1990; Putnam,
1995; Knack and Keefer, 1997). Earlier, a similar perspective was advanced by
Karl Polanyi (1957) and extended by Granovetter (1985) and others (Amselle,
1977, Meillassoux, 1971; Geertz et al., 1979) that market exchange is “embed-
ded” in social relations and that the economy is an “instituted process.”

Market liberalization implies changing the way that markets are organized
through changes in the presence and combination of institutions that define the
market’s structure and ultimately define human interaction. It also implies chang-
ing the rules and incentives governing the conduct of individual institutions in the
market (Kuyvenhoven et al., 2000). Despite the vast literature on the reform expe-
riences and their impact, little attention has been given to the actual institutions
that support market exchange (Palaskas and Harriss-White, 1993). Nor is there
a clear understanding of how institutions emerge and evolve over time.

It is now well recognized that institutions matter. In his presidential address
to the Royal Economic Society in 1986, Matthews declared that “the economics
of institutions has become one of the liveliest areas of our discipline” (Matthews,
1986). Yet, much remains to be done in furthering our understanding of why and
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how institutions matter and how they emerge. Despite the enormous progress
in the study of institutions, “we are still very ignorant about institutions” (Willi-
amson, 2000). The causes of ignorance are that institutions are very complex; that
neoclassical economics has been largely dismissive of institutions; and that much
of the institutional theory lacks scientific ambitions. With regard to the role of
institutions in development, Bardhan (1989) notes that:

[t is part of an institutional ritual in development economics, as in much of eco-
nomic theory, to relegate all institutional matters into a “black”. The box is sup-
posed to contain something vaguely important, but it does not usually receive more
than a nodding, if somewhat intriguing, recognition in passing (preface).

With the increased recognition that institutions matter in a direct and funda-
mental way and considering the advances in both theory and empirical analysis,
institutional issues can no longer be relegated to a black box.

2.2 Getting Markets Right

Privatization, institution building, and infrastructure development are complex
tasks that need long-term investment and commitment. These types of reforms
are not easy to implement given the short-term nature of policy-making. In addi-
tion, these changes are more difficult to incorporate in policy-adjustment lending
programs of international donor organizations. In the case of sub-Saharan Africa,
in particular, this means that the steps ahead for further reform in Africa will be
more difficult to achieve and will require readjustment in government and donor
behavior.

In practical terms, getting markets right suggests the following: building mar-
kets in which buyers and sellers are well coordinated, transaction costs are low,
contracts are enforceable, risks are manageable, exchange can be impersonal,
price volatility is dampened, and transactions are liquid and highly responsive
to shifts in supply and demand. To achieve the above, efforts to transform the
market must occur over a sustained period of time in which market development
is progressively achieved.

Experience worldwide cautions against a quick fix solution; market adjust-
ment requires a gradual alignment of incentives and behaviors within the context
of institutions and even social norms. Moreover, these efforts require a balance
between policy incentives, the broader infrastructural environment, and the deve-
lopment of appropriate market institutions. These can be considered the “3 I's of
market development”: Incentives, Infrastructure, and Institutions.

Looking more closely at the elements within the framework of the “3 I's”,
incentives involve the overall policy environment and the stability therein, the
general investment climate, the macro-economic framework, as well as tax and
trade policies. Infrastructure for markets is comprised of telecommunications, trans-
port, storage, and logistics in terms of physical capacity as well as research, skills,
and extension, in terms of technical capacity. While roads are often given the bulk
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of attention in discussions of market failure, in fact, the wave of globalization sug-
gests that not only are we in the midst of an information revolution but also of a
logistics revolution, in which success in the market is ultimately determined by
processes such as just-in-time delivery among others. Finally, market institutions,
which have been perhaps most obviously neglected and whose role has been
least understood in the post-reform era, concern market information, grades and
standards, contract enforcement, the coordination of market actors, trade and pro-
ducer associations, market regulation, industry wide forums for dialogue, and
trade finance. While each of these dimensions imply a significant role for the state,
the private sector — defined as the producers, traders, processors, and service pro-
viders such as in transport and storage — plays a pivotal role (Figure 5).

It should also be noted that there are significant interactions between these three
dimensions. For example, in the case of transport, while it is common to perceive
transportation to be a function of access to good quality roads, in fact, a large part
of transport costs are related to the coordination of supply and demand in the trans-
port market. Thus, in contexts where there is weak information regarding demand
for transport and frequent delays in the system, costs tend to rise considerably as
the costs are mainly covered by the “fronthaul” or first leg of the trip, as the “back-
haul” or return trip is frequently under-utilized because of information gaps.
Moreover, even with good roads and appropriate coordination, bad policies such
as restrictive import policies or licensing or tax disincentives can still result in high
transport costs and market failure if these policies result in collusion or thin trans-
port service provision. Thus, the key challenge in market development is not to
view these three elements in isolation but rather to approach them in an integrated
or holistic manner.

The three dimensions of market development are significantly inter-related and
jointly affect market outcomes. This integrated approach also clearly delineates
what are the public and private roles in the system and what the relations are be-
tween the public and private. The few successes of market reforms in Africa sug-
gest that success depends on precisely adopting this integrated approach in which
the public sector creates a space for private actors.

A major weakness of much of the structural adjustment-led market reform agenda
was an over-emphasis on the removal of policy distortions and the redressing of
policy incentives, at the expense of addressing issues related to the institutional
and infrastructural context (Kherallah et al., 2002). Thus, the shift in focus from
market reform to market development entails a serious effort to redress the major
gaps in particular on market institutions as well as on infrastructure.

At the same time, efforts to reverse this earlier bias should not neglect the policy
reform agenda that still remains. A number of policy issues are directly or indi-
rectly linked to the commitment of the state in promoting a successful private
sector and the relationship that the state seeks with the private sector. It hasbeen
fairly common in post-reform economies for the state to remain highly suspicious
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of the private sector. The lack of trust between state and private sector has often
resulted in policy reversals or reprisals against the private sector on the part of
the state and speculative, rent-seeking, or risk-averse behaviors on the part of the
private sector, with ensuing negative consequences for market performance.

Figure 3: Integrated perspective on market development
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2.3 How Markets Matter

The mechanism in which the three dimensions influence economic outcomes
is highlighted in Figure 6, where it can be seen that the main impact of the 3 I's
is on the level of transfer costs. In this case, transfer costs include both the trans-
action costs of coordinating market exchange costs (such as contract negotiation,
search, monitoring, and enforcement costs) as well as the physical or transformation
costs, associated with transport, storage, handling, etc. In turn, these transfer costs
have an impact on the delivery of inputs and factors to the producer and the uptake
of outputs from the producer. Thus, prohibitively high transfer costs result in
missing markets, such as for rural credit or private fertilizer markets. Transfer costs
represent a wedge, which can erode the competitiveness of particular markets and
result in outcomes where there is no trade.
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Figure 6: How Markets Matter to Agricultural Development
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3. Analyzing Institutions for Markets

Broadly, North (1990) defines the structure that human beings impose on human
interaction as institutions. The seminal work of Coase (1937, 1960) emphasized
that one cannot come to grips with how economies perform without considering
institutions and how they affect economic behavior, a view later extended and
refined by Williamson (1985), who developed the theory that institutions emerge
to minimize the costs of transacting between different actors. When these costs
are high, they constrain the ability for human beings to interact and engage in eco-
nomic activity. In their classic study of the historical growth and performance of
nations, North and Thomas (1973) find that the evolution from personalized
exchange to impersonal exchange, supported by institutions to enforce contracts,
is central to growth.

Within the body of literature known as the New Institutional Economics (NIE),
three distinct strands of thought have emerged. One approach sees institutions
evolving to reduce transaction costs and views these institutions as the key to the
performance of economies (Coase, 1937, 1960; Alchian and Demsetz, 1972;
North, 1981; Williamson, 1985). The second strand has grown out of the theory
of imperfect information and has adopted a more rigorous framework for analy-
zing institutions as substitutes for missing markets in an environment of perva-
sive risks, incomplete markets, information asymmetry, and moral hazard (Aker-
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lof, 1980; Stiglitz, 1985). The third strand in NIE is that market exchange is often
embedded in personal relationships (Geertz, 1968; Meillassoux, 1971; Granovetter,
1985). Trust and reputation are important aspects of business decisions, parti-
cularly when contracts are difficult to enforce legally and when market transac-
tions require investment in assets that are only useful for this transaction (Kan-
dori, 1992; Greif, 1993; Landa, 1997; Tadelis, 1997; Williamson, 1985; Fukuyama,
1995).

Understanding the role of institutions for market exchange must address all three
of these roles or dimensions of institutions:
® to minimize transaction costs
e to redress missing markets, and
® to create or formalize social capital.

3.1 Defining Institutions for Market Exchange

While we start with the presumption that institutions matter, such a statement
is only meaningful with a common understanding of institutions. What are insti-
tutions? Can they be identified with statutory laws, informal norms, established
organizations, contracts, people’s mindsets, or some combination of some or all
of these? Different theorists use quite different definitions, with emphasis on dif-
ferent aspects. According to Nabli and Nugent (1989), some key differences
among the various definitions concern: (i) the degree to which institutions and
organizations coincide; (ii) their degree of formality; (iii) their creation at a spe-
cific time and place versus their evolution from diffuse sources; and (iv) their uni-
versality.

Using the analogy of the economic process as a game, Aoki (2001) distinguis-
hes three distinct though related meanings: institutions as either the players in
the game, the rules of the game, or the equilibrium strategies of the players in the
game and proposes a fourth: institutions as self-enforcing systems of shared beli-
efs of players in the game. We will consider briefly each of these and suggest a uni-
fying definition for the present purposes.

(1) Institutions as the Players of the Game. In the first view, in laymen’s terms as
well as for some economists, institutions refer to specific “players” or organi-
zations such as industry associations, technical societies, courts, and govern-
ment agencies (Nelson, 1994).

(2) Institutions as the Rules of the Game (Exogenously-driven). In the second view,
North (1990) argues that institutions should be identified as the rules of the
game, distinct from the players. Thus, institutions are “the rules of the game
in a society or, more formally, the humanly devised constraints that shape human
interaction” (North, 1990).
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These constraints can be informal (sanctions, taboos, customs, traditions, and
codes of conduct) or formal (constitutions, laws, property rights). Over history,
institutions have been devised to create order and reduce uncertainty in exchange
(North, 1991). These constraints are necessary because there are costs of trans-
acting associated with the lack of information or a great number of unknown mar-
ket actors, making non-cooperation a possibility. In game theoretic terms, effec-
tive economic and political institutions raise the benefits of cooperation and
increase the costs of defection (North, 1991). North makes a critical distinction
between institutions and organizations. He distinguishes the rules from the play-
ers, noting that while the purpose of rules is to define the way the game is played,
the purpose of the players is to win the game. He defines organizations as either
political bodies (political parties, Senate, city council, regulatory agencies); eco-
nomic bodies (firms, trade unions, cooperatives); social bodies (church, clubs, sport
associations); and educational bodies (schools, universities), all as groups of indi-
viduals bound by some common purpose. Thus, in his view, the analysis of the
strategies of individual players must be separated from the analysis of the under-
lying rules of the game.

Unlike Williamson (1985), whose transaction cost approach focuses on insti-
tutions as efficient solutions to organizational problems in a competitive frame-
work, North’s conceptualization of institutions is concerned with both failures
and successes in evolving the necessary political and economic institutions to enforce
the rules of the game and to induce productivity growth. North’s historical ana-
lysis of institutional evolution of long distance trade in early modern Europe from
the 11th to the 16th centuries highlights how the increasingly complex organi-
zation of markets was due to specific institutional innovations that reduced trans-
action costs. These innovations evolved from the interplay of two major econo-
mic forces: the economies of scale associated with growing trade volumes and the
development of improved mechanisms to enforce contracts at lower costs. The
state played a major role in this process. In explaining why early modern Euro-
pe’s growth experience diverged from other regions, North suggests that the rela-
tionship between the basic institutional framework and institutional change mat-
ters and that there is path dependency in economic change. In North’s view of
institutional change, the existing rules of the game shape the incentives of play-
ers, ultimately generating effective demand for new rules in response to changes
in relative prices. A shortcoming of this view is its failure to define who sets the
original rules, to which players then react and which then evolve.

(3) Institutions as Equilibrium Strategies of Players (Endogenously-determined rules).
In contrast to North, whose definition of the rules of the game can be con-
sidered as exogenously-driven (both in the sense of origin as well as change
through conscious third party design), a third view, defined as the “equilibrium
of the game” notion of institutions, has been forwarded earlier by Schotter
(1981), Sugden (1985), and more recently by Aoki (1995, 2000), among
others. This view builds on game theory and evolutionary biology to develop
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an evolutionary game approach, in which a convention of behavior establishes
itself without third party enforcement or conscious design 4 la North. As a
convention evolves, agents develop particular traits (perceptions, preferences,
skills) under the pressure of evolutionary selection. Thus, a convention and
associated individual traits co-evolve. Sugden (1985) argues that, in the Hume
tradition, it is misleading to think of the law as the creation of government
imposed on its citizens, but rather that the law reflects the codes of behavior
that most individuals impose on themselves. Schotter (1981) considers that
institutions are properties of equilibria of games and not properties of the descrip-
tions of the games. Similarly, Uphoff (1986) states that institutions are com-
plexes of norms of behavior that persist over time, by serving collectively valued
purposes.

Regarding the question of the origin of an institution, the rules-of-the-game
theorists tend to subscribe to the view that rulemaking is susceptible to conscious
design by either legislators, mechanism design economists, etc. Among the equ-
ilibrium-of-the-game theorists, the evolutionary game approach subscribes
to the view of an institution as emerging spontaneously. In the subgame perfect
equilibrium approach, players are capable of deductive reasoning and thus select
strategies that are mutually consistent and lead to the construction of an institu-
tion. However this approach fails to resolve how individual players can choose
an appropriate equilibrium strategy before knowing the equilibrium.

(4) Institutions as Self-Sustaining Systems of Shared Beliefs. To overcome this
latter problem, Aoki (2001) develops an alternative definition that enables a
better understanding of the diversity of institutions and the process of insti-
tutional change. This approach views an institution as a “self-sustaining sys-
tem of shared beliefs.” In contrast to the rules-of-the-game theorists, who view
the rules as exogenously given, this approach views the rules of the game as
determined endogenously through the strategic interaction of agents, held in
the minds of agents, and thus self-sustaining. Shared beliefs are a summary
representation, or compressed information, of an equilibrium, out of the many
possible. As such, an institution is the product of long-term experiences of a
society of boundedly rational and retrospective agents (Kreps, 1990). Agents
making strategic choices on the basis of shared beliefs jointly reproduce the
equilibrium state and thus the institution becomes self-sustaining and the infor-
mation compressed in it becomes taken for granted. In this way, although endo-
genously created, the institution becomes objectified (Aoki, 2001).

3.2 A Unified Definition of Institutions for Market Exchange

For the present purposes, institutions for markets are defined as a set of constraints
— formal or informal, exogenously or endogenously determined — that govern the
relations between individuals or groups in the exchange process. Following North,
this definition clearly excludes organizations, such as trade unions, producer
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groups, and government agencies. The set of institutions for market exchange inclu-
des: formal and informal contracts between individuals or groups; trading prac-
tices, codes of conduct, and social norms, such as repeated interaction, trust, and
reciprocity; formal commercial laws and regulations that govern market rela-
tions; and institutional arrangements between actors such as vertically or horizontally
integrated supply chains. This definition, although relatively broad, is specifically
tied to a focus on the relations between human beings in the market, rather than
focusing on the actors themselves or the market itself. Second, it is concerned
with behavior rather than outcomes. Using the analogy of a chain, which links
individuals and groups, institutions thus constitute the links between the various
actors. That is, institutions are defined as the structure of relations between indi-
viduals within the chain (Figure 7). The set of institutions for market exchange
includes:
e formal and informal contracts between individuals or groups;
e trading practices, codes of conduct, and social norms, such as repeated interac-
tion, trust, and reciprocity;
e formal commercial laws and regulations that govern market relations; and
e institutional arrangements between actors such as vertically or horizontally
integrated supply chains.

This analogy is particularly well suited to the analysis of markets, where the mar-
ket literature has long elaborated the concept of the marketing chain. Analytical
approaches comprises a body of work known as sub-sector analysis (Henderson,
1975; Marion, 1976, Mighell and Jones, 1963), the francophone tradition of the
filiere, or commodity chain, and a third approach which explicitly acknowledges

the importance of human relations within marketing chains, and which is known
as global commodity chain analysis (GCC), (Greif, 1994, Kaplinsky, 1999).

Figure 7: Institutions as links in the chain of market interactions
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3.3 Understanding the Role of Market Institutions

In attempting to understand the role of market institutions, our first objective is
to directly explain why and how institutions matter for markets and how these
institutions emerge and evolve over time. The second objective is to perceive what
role policy might play in the design of functioning markets in low-income coun-
tries, through the implementation of sound, empirically oriented institutional ana-
lysis.

In understanding the role of institutions for market exchange, we focus on two
types of problems. The first is to understand the role and complexity of institu-
tional arrangements and the second is concerned with the mechanism of institu-
tional change over time (Aoki, 2001). The first problem can be viewed from two
dimensions. The first dimension is that of coordination. Coordination is prima-
rily viewed as an information problem, or more broadly, as a transaction cost pro-
blem. What are the sources and extent of transaction costs related to search,
negotiation, monitoring, and enforcing contracts? How do transaction costs deter-
mine contractual choices? How do transaction costs determine the economic orga-
nization of the market and the types of hierarchies that exist? How can transac-
tion costs be reduced? What would be the likely impact on market organization
and on performance?

The second dimensions concerns enforcement. How are interactions in the
market, embodied in contracts, enforced? What are the informal and formal rules
that define interaction? How are the rules enforced? What is the role of trust, com-
munity norms, morality, and social capital in enforcement? What is the motiva-
tion, or incentive-compatibility, of enforcement? What is the impact of breakdown
or limitations in enforcement mechanisms on markets?

With regard to the problem of institutional emergence and change, where do
the rules of the game come from? Does the current institutional arrangement repre-
sent an efficient outcome? If so, in the context of multiple equilibria, how can
institutions be designed to achieve a higher Pareto-ranked equilibrium? How
context-dependent are given institutions? When and why do institutions emerge
spontaneously? When and how can institutions be transferred or externally
created?

4.Coordination: The Problem of Economic Order

A fundamental concern of all societies is how the economy is organized, how
market exchange is coordinated. Merchants emerge to buy goods from sellers and
sell them to buyers; factories emerge to buy labor services and other factors of
production and sell output to buyers. Itis often said that Nobel-laureate Ronald
Coase (1937) started a quiet revolution in economics when he asked one of the
most celebrated questions in modern economics: Why does the firm emerge in
the market economy? To extend this question: Why do we observe vertically inte-
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grated firms for some goods and services and bazaar-type markets for others? Why
do supply chains based on long-term relationships emerge in some arenas in con-
trast to anonymous, non-repeated transactions in others? Coase’s answer was that
there are costs of using the market mechanism, which may be reduced or elimi-
nated by certain types of coordination in the market. Coase pointed to two kinds
of costs: the costs of discovering what the relevant prices are and the cost that
may be saved by making a single long-term contract for the supply of goods and
services instead of short-term successive contracts.

At its core, then, the problem of economic order can be conceived as essenti-
ally a coordination problem, depending integrally on both information and on the
nature of contracts. This fundamental concern for economic order has led to major
historical debates, extending to the present in different guises, on the role of cen-
tral planning versus the free market economy. The Austrian economist Ludwig
von Mises in the 1920s and later Nobel-laureate Friedrich Hayek (1945) argued
forcefully that it was precisely the complexity of the economy that rendered it
beyond human comprehension and therefore unable to be perfectly planned, argu-
ing that only by the competitive forces of the free-market regime could the decen-
tralized elements of the economy be appropriately utilized. Thus, price signals
and the pursuit of profit lead the vast and varied lines of activity to be self-coor-
dinating.

How then to achieve a “self-coordinating” market order? On the one hand, infor-
mation seems to be at the heart of the institutional problem of order. That is, the
transmission of information on prices, quantities supplied, quantities demanded,
actors and their actions, product quality and attributes, and processes is the key
to market coordination. An important body of economic literature has focused
on the problems of imperfect, asymmetric, or incomplete information, which in
turn lead to decision-making with “bounded rationality” (Simon, 1982), missing
markets and risk (Stiglitz, 1982; Akerlof,1970), and high transaction costs (Wil-
liamson, 1981).

Market coordination for agricultural products also critically depends on the fun-
damental attributes of production, processing, and the market actors. Jaffee
(1985) defines these attributes as the “techno-economic” attributes of agricultu-
ral goods. Building on this concept, it is possible to distinguish a typology of mar-
ket coordination institutions based on the simple attributes of product homoge-
neity versus differentiation, value to volume, and number of buyers and sellers.
Thus, for agricultural goods such as staple grains, which are relatively homoge-
nous, have low value to volume (bulky), and have many sellers (small farmers)
and many buyers (consumers), the appropriate coordination mechanism can be
a form of commodity exchange in which prices for homogenous goods are dis-
covered through a competitive process, and many buyers and sellers interact
quasi-anonymously. In the case of traditional agricultural exports, such as tree and
beverage crops (coffee, cotton, tea), the product may remain relatively bulky and
homogenous, but the market structure is different in that many sellers interface
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with a relatively small number of buyers, such as exporters. In this case, the ulti-
mate coordination may take the form of an auction, where prices are discovered
efficiently through competitive bidding between the few buyers. Finally, in the
case of highly differentiated, high value-to-volume, non-traditional products such
as horticulture, dairy, or other high-value products, the ultimate coordination
mechanism might emerge as a tightly coordinated or integrated supply chain
linking a small number of sellers with a small number or single buyer. This typo-
logy is summarized in Table 5.

Table 5: Typology of agricultural market coordination institutions

Product Homogeneity | Value to Volume | Market Structure | Coordination
Staples High Low Many sellers Commodity
(domestic foodgrains) Many buyers exchange
Traditional exports High Low Many sellers Auction
(coffee, tea, cotton, etc) Few buyers

Non-traditional exports | Low High Few sellers Integrated
(flowers, fruits and Few buyers supply chains
vegetables, live-

stock products)

4.1 Transaction cost approach

A coherent theory of economic organization that draws these strands together did
not emerge until Williamson’s (1975) seminal work on Markets and Hierarchies,
which initiated the body of work known as transaction cost economics (TCE).
Of the two types of costs raised by Coase, TCE was more focused on the coordi-
nation costs. Thus, in the TCE approach, market structure responds to the exi-
stence and extent of transaction costs (Figure 8).

A separate literature that also emerged in this period focused on the first type
of costs, the cost of information. While related to the transaction cost approach,
this literature views institutions as substitutes for missing markets and provides
a rigorous framework that considers an environment of pervasive risks, incomplete
markets, information asymmetry, and moral hazard (Bardhan, 1989). Pioneering
contributions in this literature were based on observation of problems encoun-
tered in low-income countries: Akerlof’s (1970) lemons principle, Stiglitz’s (1974)
work on screening, and the extensive literature on sharecropping (Cheung, 1968;
Bell, 1977; Braverman and Stiglitz, 1982; Braverman and Srinivasan, 1981; inter
alia), which evolved into contractual choice theory and merged with principal-
agent theory (Clague, 1997).
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The foundation for analyzing organization and governance in transaction cost terms
is Coase’s insight that the costs of reaching, modifying, and implementing agree-
ments restrain the potential gains from trade. Thus, in a world of transaction costs,
the relative merits of different organizational forms depend on a comparison of
the costs of transacting under each (Masten, 1996). Arrow (1969) defined trans-
action costs as the “costs of running the economic system.” These transaction costs
are distinguished as ex ante and ex post—the first include those of drafting, nego-
tiating and monitoring an agreement, while the latter include the cost of mal-
adaptation, haggling, setup and running associated with governance, and bonding
costs to securing commitment (Williamson, 1985). Moreover, unlike market
price, transaction costs are unique to each agent or firm and are related to the pro-
cess of exchange itself.

Transaction costs arise because individuals are limited in their ability to plan
for the future and in their capacity to process the complexity and unpredictabi-
lity of the world. Second, even if perfect planning were possible, it is hard to nego-
tiate about these plans due to the difficulty of developing a common language to
describe actions and states of the world (Hart, 1995). Third, assuming that par-
ties could plan and negotiate, it is frequently difficult for them to communicate
their plans in such a way that a third party could enforce them. As developed by
Williamson (1975, 1985, 1995), Klein et al. (1978), Grossman and Hart (1986)
and Hart and Moore (1990), transaction cost economics maintains that the impli-
cation of positive transaction costs is that contracts are typically incomplete.
Because contracts are incomplete, parties who invest in a relationship-specific asset
expose themselves to the hazard that, if circumstances change, their trading part-
ners may try to expropriate the rents accruing to specific assets, otherwise known
as the “hold-up problem” (Shelanski and Klein, 1995). To get around this, firms
may choose to integrate vertically. More generally, a variety of alternative “gover-
nance structures” or institutional arrangements of economic organization exist and
are employed, depending on the characteristics of the relationship. The working
hypothesis of transaction cost economics is, thus, that economic organization is
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an effort to align transactions, which have different attributes, with governance
structures, with different costs and competencies in a cost-economizing way

(Williamson, 1991).

Box 1: Transaction cost analysis of horticultural exports in Kenya

The well-known work of Jaffee (1985) attempts to apply concepts from transac-
tion costs economics to the analysis of organizational forms of the private agri-
business industry in Kenya. The study considers that different degrees of asset
specificity and uncertainty will determine the choice among possible organiza-
tional arrangements: spot market exchange, long-term contracts, and vertical inte-
gration.

To operationalize these concepts in the empirical analysis, proxy indicators are
developed. Thus, for asset specificity, the indicators are: the length of the crop
production cycle, the scope for scale economies in processing and post-harvest
handling, and the degree of specialization of material production inputs and tech-
nical knowledge. The indicators for uncertainty are: the degree or rate of peris-
hability, the degree of specificity in quality that is required, and the degree of spe-
cificity in timing of harvests and deliveries.

Using these indicators, the study analyzes the conditions of asset specificity and
uncertainty for each of Kenya’s most important horticultural products in order
to determine the expected institutional arrangement for linking producers and
exporters/processors (Table 6). The study finds that the dominant institutional
arrangement for coordination is that of long-term contracts and vertical integra-
tion, rather than spot market exchange.

Table 6: Asset-specificity, Uncertainty, and Modes of Coordination for Kenya’s Major
Horticultural Crops

Pineapple Mango French beans | French beans | Carnation
fresh mkt -processing -processing
Asset Production Long Long Short Short Short
specificity cycle
Inputs/technical | Med Low Low Low Med
specificity
Scale economies | High Med Low Med Med
Uncertainty Perishability Low Med Med Med Med
Quality High Med Med High High
specificity
Timing Med Low Med Med Med
specificity
Mode of Vertical Long-term Spot/Long Long-term Long-term
coordination Integration contract -Term Cont. contract contract

Source: Jaffee, 1985
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4.2 Global commodity chain approach

Another approach is known as global commodity chain (GCC) analysis. This
approach focuses on the linkages and co-ordination between economic agents in
a value chain and how lead firms are able to shape the value chain to their advan-
tage. Global commodity chain (GCC) analysis derives from the work of Gereffi
and Korzeniewicz (1994), which has its origins in dependency theory (Waller-
stein, 1974; Hopkins and Wallerstein, 1994). Hopkins and Wallerstein (1994) define
a global commodity chain as “a network of labor and production processes whose
end result is a finished commodity.” Work by Gereffi and his collaborators has mainly
focused on industrial commodity chains and the emergence of a global manu-
facturing system in which economic integration goes beyond trade in raw mate-
rial to encompass the many activities along the chain.

While extending the concept of value chains, the GCC approach differs from
related concepts such as business systems or value chains in three ways: 1) the
GCC approach is explicitly international in its focus, 2) it focuses on power and
power shifts over time, and 3) it views the coordination of the entire chain as a
key source of competitive advantage (Gereffi, 2001). Like the NIE approach, GCC
analysis focuses on the importance of coordination and the relationships and
organization of relations. However, its approach differs from NIE theory, which
is more narrowly focused on efficiency-improving institutions and is thus devoid
of considerations of power (Bardhan, 1989).

4.3 Producer- and buyer-driven value chains

A key distinction made by this literature is the difference between producer-
driven and buyer-driven global commodity chains (Gereffi, 1994; 1999). Producer-
driven commodity chains are those with large-scale economies and heavy invest-
ment, and thus high barriers to entry, in which large, transnational manufacturers
play the central role in coordinating production networks (including backward
and forward linkages). Producer-driven chains are characterized by capital and tech-
nology-intensive industries (automobiles, aircraft, semiconductors). Profitability
is greatest in the relatively concentrated segments characterized by high barriers
to entry. Thus, manufacturers in producer-driven chains are the key economic agents
not only in terms of their profitability but also in their ability to control backward
linkages to raw material suppliers and forward linkages to distribution and retailing.
Lead firms usually belong to global oligopolies.

In contrast, buyer-driven commodity chains refer to industries with low barri-
ers to entry in production, in which large retailers, marketers, and branded manu-
facturers play the key roles in setting up decentralized production networks in a
variety of exporting countries. This pattern is more prevalent in labor-intensive
industries. In buyer-driven chains, profits derive not from scale, volume, or tech-
nological differences, but from the unique combinations of design, marketing, and
financial services. Retailers, designers, and marketers act as strategic brokers link-
ing overseas producers and traders with evolving product niches in the main con-
sumer markets (Gereffi, 1994). While production has low barriers to entry and
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is relatively competitive, the companies that develop and sell brand-name pro-
ducts exert control over how, when, and where manufacturing will take place and
how much profit accrues at each stage of the chain (Gereffi, 2001). The diffe-
rence between these two types of chains is illustrated in Figure 9.

4.4 Concept of power

Another important aspect of the GCC approach is its inclusion of power, which
is seen not only as the effect of barriers to entry, but also as the effect of organi-
zational changes and supply chain management by leading firms (Raikes et al.,
2000). However, power is not defined formally in GCC analysis and is used in
conjunction with high profit. Following the dependency approach of Hopkins and
Wallerstein, high-profit sections of the chain are “core-like” while low-profit sec-
tions are “periphery-like.” This gives rise to circularity in reasoning in that profits
are explained by power, which itself is defined by high profits.

What is critical to the understanding of power in the GCC approach is the role
of leading firms in strategic decisionmaking within the geographically-dispersed
supply networks or commodity chains (Dolan et al., 1999). Moreover, the con-
cept of power is dynamic in the

Figure 9: Structure of Producer-driven and Buyer-driven Global Commodity Chains
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GCC approach in that barriers to entry and rents are themselves constantly evolv-
ing, as they are eroded by the process of competition (Kaplinsky, 2001).
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9.Contract Enforcement: Trading in Promises

Market exchange is fundamentally the voluntary exchange of private ownership
rights over goods and services by individuals. Thus, it is important to recognize
all market transactions as a form of contract — be it for the transfer of goods,
credit, labor — with mutual obligations for both transacting parties. Contracts need
not be formal or even explicit. However, because of the opportunistic nature of
human beings, any form of contract is only as good as the belief that it can be enfor-
ced (Fafchamps, 2004). This point is central to the analysis of market institutions
and at the heart of the notions put forward

Box 2: Application of GCC analysis to African horticultural exports

International trade in fresh vegetables has many of the characteristics of a buyer-
driven global commodity chain. Trade between Kenya and the UK has grown rapidly
in the past two decades. This trade has been accompanied by a total restructuring
of the way in which trade was conducted Dolan et al. (1999) demonstrates that
loose trading relationships in wholesale markets were replaced by tightly struc-
tured supply chains. Important elements of this transformation were the deve-
lopment of year-round supply, the expansion of products, and the emergence of
sophisticated “cool chains.” The Kenya-UK trade is not dominated by transnatio-
nal corporations but rather on networks of Kenya-based producer-exporters, UK-
based medium-sized importers, and large UK retailers. The dominant actors in the
governance of the global chain are these large retailers in the UK.

The transformation from wholesale markets to value chains in the 1990s was
driven by several factors. UK supermarkets and major retail chains greatly incre-
ased their share of total fresh vegetable sales, from 44 percent in 1992 to 76 per-
centin 1997. Second, the supermarkets by-passed the wholesale markets and wor-
ked directly with importers. Third, there was a shift to greater product variety,
product innovation, and increasing processing and packaging. Fourth, traceability
of products was established, with monitoring and audit regimes (Dolan et al., 1999).
The critical driver for increased process control was the change in the regulatory
environment. The 1990 UK Food Safety Act required that retailers demonstrate
“due diligence” in the manufacture, transport, storage, and preparation of food.
In 1993, the EU introduced the harmonization of the maximum pesticide resi-
due levels (MRLs). In addition, consumer concerns about labor rights prompted
supermarkets to develop fairly tight standards.

Other key changes included the establishment of logistics parameters by the
UK supermarkets, which included strict specifications for post-harvest cooling and
storage on farm to packing and airport handling conditions, and finally to processing
and cooling at the UK importers level. The supermarkets developed systems of
planning crop production with importers and exporters, involving annual supply
programs and weekly or daily monitoring.
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In turn, the product and process parameters established by UK supermarkets
forced exporters and producers to acquire new skills and capabilities to retain their
UK business. The need for capital and technical capacity drove many small expor-
ters out of the Kenyan export market, leading to the top seven firms controlling
over 75 percent of all exports by the end of 1990s. It also led to the exclusion of
smallholders from the trade and the shift to large farms controlled or owned by
exporters (Dolan and Humphrey, 2000). Since 2000, the value chain continues
to evolve with the move to category management. Products are grouped into cate-
gories and, within each category, the value chain is consolidated and its manage-
ment is transferred from the supermarket to the “category manager.”

The key insights from this analysis are that the requirements of the UK super-
markets act as effective barriers to entry to participation in the chain by small expor-
ters and small scale producers. For those that do participate, the rewards are con-
siderable, involving increasing amounts of value-added activities such as chopped,
washed, and packaged products with labeling and bar coding. These activities gene-
rate employment in the horticulture industry and the impact of this industry on
poverty alleviation is clear (McCulloch and Ota, 2002).

by North (1990) and Williamson (1985) regarding transaction costs and their role
in shaping institutions. We start with the premise that markets cannot exist with-
out defined and protected property rights over goods and services. Even where
property rights are defined and protected, there is room for cheating in the
exchange process itself.

The seminal work of Stiglitz (1985) suggests that all economies are subject to
information asymmetries, which generate moral hazard and adverse selection
problems. Information asymmetry further generates contract enforcement pro-
blems because compliance of contracts becomes hard to verify by external agents,
such as the courts (Fafchamps, 2005). Thus, the presence of information asym-
metry along with opportunistic behavior implies that institutions must and do
emerge to enable contract enforcement in the market, without which market
exchange cannot take place. These various institutions are the subject of this chap-
ter.

If opportunities to exchange were limited to individuals directly bartering their
own goods within their own community where enforcement is more likely, the
gains from exchange for economies would remain modest. North and Thomas
(1973) conclude in their seminal work on the economic growth of nations that
the transition from personalized to impersonal exchange is the key to the per-
formance of economies. Money and merchants emerge as intermediaries and faci-
litate the expansion of exchange beyond closed communities. However, in order
to realize the gains from market exchange, the economic rules of the game must
be specified that ensure the enforcement of private ownership rights. Critical ques-
tions are: How do trading individuals establish trust? Is a buyer’s promise to pay
at a future date reliable? Will a seller’s promise to deliver certain goods at a
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certain date in a certain quantity and a certain quality be kept? How can the buyer
be sure that the goods are not “lemons” (Akerlof, 1970)?

It is important to develop a thorough understanding of the various institutions
that have emerged to enable contract enforcement and to understanding the con-
ditions under which particular institutions emerge. To do so, we will not be limi-
ted to the study of formal contracts, but will consider all agreements binding the
transfer of goods and services, be they legally bound or informal, implicit or expli-
cit. Nor will we be solely concerned with formal enforcement institutions such
as rules and laws, but will consider all forms of enforcement means such as trust,
guilt, reputation, repeated interaction, joint sanctioning in communities, inter alia.

We will thus address enforcement from a broad, multi-disciplinary approach,
drawing on law and economics, contract and contractual choice theory, theory of
property rights, legal anthropology, social capital and trust theory, sociological appro-
aches to community norms and generalized morality, and game theoretic appro-
aches to incentive compatibility and self-enforcing strategies. This approach to
understanding the market institutions for enforcement thus entails a broad view
across a range of disciplines and concepts, where it can be seen that information
asymmetry and opportunistic behavior lead to enforcement-related costs which
are minimized through a broad range of enforcement institutions.

Thus, in response to information asymmetry and opportunism which act as
determinants of transaction costs related to enforcement, various institutions can
lower these costs, if they are structured in an incentive-compatible manner, if actors
exhibit dynamic strategic behavior, and where the past or history matters. This
then is a simple construct for framing the analysis of which enforcement institu-
tions emerge when and how, the subject of the remainder of this chapter. At this
stage, we note that enforcement institutions can and do span across the range of
private actors, collective actors, and the state. Moreover, this process, which is inhe-
rently dynamic, matters enormously for development and growth. According to
North (1990):

The inability of societies to develop effective, low-cost enforcement of contracts
is the most important source of both historical stagnation and contemporary
underdevelopment in the third world. (North, 1990)

Finally, it is also important to recognize that, at the same time, information asym-
metries and asset specificity can lead to other, non-enforcement based, transac-
tion costs such as those related to search and bargaining, that can give rise to coor-
dination failure, rather than contract failure, which are treated in the next chapter.
However, often the same institutions can redress both contract and coordination
failure.

5.1 The Contracts Problem in African Agricultural Trade

In many developing economies in transition in sub-Saharan Africa and elsewhere,
traders in liberalized agricultural markets, particularly for foodgrains, operate in
a context in which prices are not publicly announced, goods are highly differen-
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tiated with no formal standardization and classification system, contracts are oral
and non-standardized, there is little inspection or certification, and virtually no
recourse to legal means of contract enforcement (Gabre-Madhin, 2001; Faf-
champs and Gabre-Madhin, 2002). These constraints cause both producers and
traders to be highly vulnerable to being cheated with respect to market prices,
qualities and quantities of the delivered good, as well as other contractual terms
such as the timing of delivery, and product spoilage or loss during transport, inter
alia.

Much like grain merchants in the mid-to-late19th century American Midwest,
grain traders in Africa can, and do, often cheat their partners by delivering a lower
quality of product than was discussed at the time of sale. Since there are no
official inspections of grain, a trader who contacts a partner by telephone is for-
ced to take the partner’s word at face value. Furthermore, grain quality can dete-
riorate in the course of storage or transport to the buyer. Traders can deceive part-
ners by misquoting or omitting information on any of the above parameters at
the time of the oral agreement of the grain price. Other opportunities for fraud
are presented by the lack of standardized bags and the practice of cheating on the
weights of traded goods. The commitment problem is also a function of the point
at which ownership of grain is transferred between partners. When a seller retains
ownership, and concomitant risk, for a shipment of grain until it reaches the final
destination, the trader is highly vulnerable to reneging on the buyer’s part. Simi-
larly, if the buyer takes ownership of a load of grain at the seller’s venue, the buyer
is highly vulnerable to fraudulent representation of the grain or damage during
transport.

Box 3: Contract Failure in Agricultural Trade in Malawi and Benin

In an extensive survey of traders in Malawi and Benin, two countries with a con-
trasting history of private commercial exchange, agricultural commodity traders
in both countries reported a high incidence of contractual non-performance, by
up to 41 percent of traders in Malawi and up to 12 percent in Benin (Table 7). In
Benin, where trading networks are more extensive and traders have a longer tra-
dition of commerce, traders only report a handful of cases of bad quality, dis-
agreement over measures, or ex post price renegotiation with suppliers. In con-
trast, Malawian traders report close to 200 such occurrences per year—roughly 6
per cent of purchases. For sales contracts, the frequency of payment problems is
again much higher in Malawi than in Benin. Malawian traders are also much
more likely to mention efforts by clients to renegotiate prices ex post. One means
of containing the failure of contracts is through reputation effects. The fear of
losing one’s reputation vis-a-vis others in the market appears to be a deterrent to
non-payment. Thus, the majority of traders in both countries state that other sup-
pliers would get to know if a client fails to pay (Table 7).
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Table 7: Contract Enforcement and Commercial Disputes in Benin and Malawi

Benin Malawi
Mean Std. dev | Mean Std. dev
With suppliers:
Bad quality 3% 41%
Disagreement over measuring 7% 35%
Renegotiate price 12% 25%
Cases of bad quality per year 0.3 2.8 63.9 340.9
Cases of measuring dispute per year 2.3 12.4 99.5 410.9
Cases of price renegotiation per year 1.6 6.0 45.7 217.5
Place orders 6% 32%
Proportion of purchases on order 1.2 6.4 6.3 12.7
Number suppliers from whom order 0.0 0.4 0.7 3.9
Late delivery 18% 41%
Partial delivery 20% 31%
No delivery 16% 27%
Cases of late delivery per year 5.0 20.8 37.5 197.5
Cases of partial delivery per year 3.1 9.3 19.0 57.7
Cases of no delivery per year 0.3 0.8 31.3 148.0
Number of purchases per year (*) 10 14 3345 12315
With clients:
Late payment 24% 42%
Partial payment 21% 34%
No payment 20% 25%
Renegotiate price 5% 20%
Cases of late payment per year 10.8 34.1 15.2 36.5
Cases of partial payment per year 9.8 62.2 14.9 71.8
Cases of no payment per year 0.9 3.4 7.1 62.4
Cases of price renegotiation per year 0.4 2.1 116.0 506.7
Number clients who order 0.1 0.6 0.5 1.6
Number of sales 3102 4433 7898 9140
Others know non payment 53% 70%
People dealing with debt collection 1.1 1.0 0.7 0.6

(*) number of purchases with order for Benin.

Source: Fafchamps and Gabre-Madhin, 2001

9.2 Markets and Growth along the Enforcement Continuum

Economic history over time can be seen as a series of staged stories (North, 1991).
The earliest economies constitute local exchange within a village. Gradually
trade expands, beyond the village, beyond the region, and eventually to much of
the world. Each stage involves increasing specialization and division of labor and
more productive technology. When trade is local to the village, informal constraints
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govern exchange and the costs of transacting are low. As trade expands across dis-
tance and across time, transaction costs related to monitoring and enforcement
increase sharply and the dense social network of the village needs to be replaced
by enforcement by the state. In societies in which the expansion of the market
has brought about more specialized producers, economies of scale, and speciali-
zed merchants, North (1991) argues that effective, impersonal contract enforce-
ment is required because personal ties and informal constraints are no longer effec-
tive. Thus market institutions aimed at contract enforcement evolve along the
spectrum from highly personalized to highly impersonalized exchange (Figure 10).

Figure 10. Enforcement and Market Exchange Spectrum
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Communities and markets can be considered alternative modes of governing
transactions (Greif, 1999). A long tradition in economic development and eco-
nomic history considers the former to be inferior since it entails personalized
exchange and limited division of labor. The transformation from community-
based to market-based governance requires a transition from contract enforcement
based on repeated relations and personal ties within a community to formal,
state-mandated legal contract enforcement. This view is largely based on the under-
standing of market expansion in pre-modern Europe. North (1991) invokes the
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Western experience in arguing that a legal system administered by the state is
a necessary condition for an advanced division of labor and a market economy.
Earlier, Weber (1927) argued that for the European capitalistic form of industrial
organization to emerge, it must be able to depend upon “calculable adjudication
and administration of the law” (p. 277).

In recent years, however, it has been recognized that even in modern, developed
economies, contract enforcement based on personal and repeated relations is
important for economic efficiency, such as the Jewish diamond merchants in
New York (Richman, 2005). Itis important because even impartial legal enforce-
ment entails transaction costs due to asymmetric information, incomplete con-
tracts, and verification costs by the court. Within communities, informal enfor-
cement mechanisms may economize on these costs. Greif (1999) argues that, rather
than considering communities and markets as substitute forms of governance, they
can be considered complementary. The emergence of markets can crucially
depend on the existence of appropriate community structures rather than impar-
tial courts. He demonstrates in his analysis of market expansion in pre-modern
Europe during the late medieval commercial revolution (between the 11th and
14th centuries) that a particular system of inter-community enforcement enab-
led impersonal exchange despite the absence of an impartial legal system. In the
modern world, there are numerous examples of pervasive business networks that
preclude the use of formal legal contracts. The guanxi in Taiwan, chaebol in
Korea, keiretsu in Japan are business networks rooted in a deep tradition of per-

sonalized relations and reciprocal commitments (Platteau, 2000; Fukuyama,
1995).

5.3 Private versus Public Ordering of Enforcement

With regard to third party enforcement, a significant body of legal literature
(which is often referred to as ‘private ordering’) examines connectivity regulation
by parties other than government: rules, norms and institutions that are self-
imposed by private parties to govern their behavior and transactions. Stuart
Macaulay’s seminal work in this field observed that few contractual disputes are
litigated, and most are settled without resorting to government-enforced laws
(Macaulay, 1963).

Much of the research following Macauley’s observation on opting out of the
governmental legal system examined bilateral, relationship-based transacting, in
which reputational investments in the relationship serve as collateral against
opportunism, including Geertz (1978) and Belshaw (1965) who noted that tra-
ders in traditional markets tend to personalize their exchange relations to miti-
gate contractual uncertainty (i.e., opportunism). Richard Posner (1980) pointed
to a similar pattern of “barter friendships” within primitive societies, which oblige
the parties to similar standards of loyalty as they owe their kinsmen. Such a sta-
tus and its attached obligations serve to mitigate opportunism despite the absence
of public enforcement Janet Landa expanded Geertz’s and Posner’s observations
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by considering a wider, network relationship, which she identified as an “ethni-
cally homogenous middleman group” (Landa, 1981). This group facilitates
exchanges where government enforcement of law is deficient (and therefore the
certainty of abiding to contracts is lacking), by taking advantage of the high bar-
riers to entry into an ethnic social group (and therefore the need to stay on good
terms with one’s existing ethnic group).

As we move down the spectrum to more formal institutions, McMillan and Wood-
ruff (2000) point to the role of private-order organizations in coordinating responses
to opportunism while Bernstein (1992) examines mechanisms, such as arbitra-
tion and the maintenance of a common culture, by which trade associations, dia-
mond exchanges, and other trading networks enforce their private legal systems.

In the following sections, we consider various contract enforcement mechanisms
and the conditions under which they become self-enforcing. We distinguish be-
tween private and public-order enforcement mechanisms, including third parties.
Because private third parties are not neutral and exogenous, it becomes impor-
tant to consider how the rules for the third party’s actions are incentive-compa-
tible in order to achieve a stable governance mechanism. However, there are impor-
tant limitations of endogenous, self-enforcing mechanisms for achieving market
order (Platteau, 2000). Thus, we also consider public-order third-party governance,
such as the rule of law and the state. Thus, in the following sub-sections, we will
review private-order enforcement mechanisms such as personal trust, commu-
nity norms among traders, clientelism, network-based exchange, cultural beliefs
and self-enforcing contracts, reputation effects, private third parties, and mora-
lity, as well as public-order enforcement mechanisms. Before doing so, we first
consider a typology of contract enforcement institutions, particularly in the con-
text of African agricultural trade.

5.4 A Typology of Contract Enforcement Institutions in African Agriculture

In the African context, several key features of the marketing system are impor-
tant for understanding the evolution of different enforcement institutions. First,
agricultural producers are generally small and geographically dispersed. This
gives rise to thin markets with dispersed buyers (traders), operating at low levels
of working capital, buying in small lots (Staatz et al., 1989; Gabre-Madhin, 2001,
Morris and Newman, 1989). With generally small market transactions undertaken
by small-scale trading firms, neither small firms nor small-scale farmers have seiz-
able assets in the event of contract failure, making the threat of court action non-
viable. On the purchase side, most domestic agricultural markets in Africa are
characterized by the marked absence of large processors and therefore a much
greater proportion of small buyers, made up of traders, retailers, and consumers
themselves. So domestic foodgrain markets in Africa can be characterized as
markets with dispersed small producers, many small trading firms, and many buy-
ers. The overwhelming prevalence and persistence of small firms in domestic mar-
kets is somewhat a puzzle, perhaps explained by diseconomies of scale in mar-
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keting (Fafchamps et al., 2005). The picture changes somewhat in the case of
agricultural exports, both traditional mainly tree crops, and the case of non-
traditional, high-value, products. In the case of traditional export crops, such as
coffee, cotton, tobacco, among others, smallscale producers still persist but the buy-
ers are often a small number of large exporting firms, or a government monop-
sony. Export certification and financing requirements often create a single chan-
nel at the border. In the case of non-traditional high-value exports, where logistical
and process requirements are considerably greater, small-scale producers and
large exporters are much more tightly linked into contractual arrangements
within supply chains. In each of these three types of commodities, different
enforcement mechanisms may emerge in response to the differences in the mar-
ket arrangement.

Thus, because most market transactions are outside of the reach of the formal
legal system, trading practices evolve to minimize the potential for contract fai-
lure, such as immediate cash sales rather than long-distance orders, supplier cre-
dit, forward contracting, etc. (Fafchamps and Minten, 2001; Gabre-Madhin and
Negassa, 2004).

There are also features of the agricultural product and production process that
matter. In the case of foodgrains, varieties produced are largely indigenous, imply-
ing a large number of local varieties and the absence of grades and standards. More-
over, agricultural commodities are largely unprocessed and come to market with
highly uneven qualities. Not only are products not standard, but it is also diffi-
cult to screen honest and dishonest market actors because there are no viable busi-
ness registry or certification systems. In the case of both traditional and non-
traditional exports, product standard requirements are much more stringent and
enforcement mechanisms are more developed. However, for all of the types of
products and markets, these constraints lead to significant opportunities for che-
ating and for contract failure. Without viable enforcement, the prospects for
expanded market exchange remain dim, and markets remain within what Fafchamps
and Minten (2001) consider a “flea market economy,” that is, markets with no place-
ment of orders across time or distance, no credit, no warranty, no check-based pay-
ments, essentially cash-and-carry markets with inspection, delivery, and cash
payment on the spot.

A typology of contract enforcement which accounts for market and product
attributes might look like the following. In the absence of costless legal enforce-
ment, personal trust often prevails where screening costs are high and markets
such as those with large numbers of buyers and sellers create significant oppor-
tunities for cheating. However, where does trust come from? Trust is based on
successful repeated exchange, leading to what is considered relationship-based or
relational contracting (Hayami and Kikuchi, 1981). Thus, trust-based exchange
based on repeated interaction prevails where collective action opportunities are
weak. By definition, this type of enforcement limits the scope for market expan-
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sion given it is limited by individual repeated exchange among parties who know
each other. This type of enforcement may dominate in markets in which product
quality is unknown, with many dispersed buyers and sellers, such as the case of
localized foodgrain markets in Africa.

But in markets where information about cheaters can be more easily transmitted
and where market actors are willing to collectively sanction or punish the chea-
ter, then another mechanism prevails: the multilateral punishment strategy based
on reputation (Greif, 1993). But this type of enforcement is also limited by the
fact that it is difficult for the group to know exactly what went on between two
parties and gives rise to disinformation. This type of network-based system may
dominate where markets such as for long-distance transfers of goods, either to export
markets or across long distances within countries. In this case, tightly knit,
ethnic-based export networks may emerge, as in the case of high-value agri-
cultural exports from Africa to European markets, much like the ethnic Chinese
networks in east Asia.

A third alternative to trust-based or reputation-based contract enforcement is
third party enforcement, which arises in the absence of repeated interactions or
of dense social networks in which collective action is likely. The third-party insti-
tution requires that considerable information exist about market actors but does
not require collective action among market actors. This third party mechanism,
such as a credit reporting agency or trade can resemble the reputation mechanism
in that information about individual cheating behavior but differs in that collec-
tive punishment is not required. This system prevails where information about
past behavior can be recorded, usually in a centralized market such as an export
registration board or export auction.

Finally, where collective action opportunities are high and where information
about actors’ behavior is also available, contract enforcement can depend largely
on a higher-order set of norms and moral authority. This is also the arena in which
laws and formal rules governing economic exchange behavior are likely to be mea-
ningful. This type of enforcement may prevail in formal commodity exchanges
where many buyers and many sellers collectively agree to abide by rules and laws
established by the market (such as the Exchange codes of conduct) and where
information on behavior is readily available in a transparent way.

The typology developed is based on two key parameters: the availability and
ease of obtaining information about market behavior and the extent to which
market actors are willing to engage in collective action. These dimensions deter-
mine the extent to which private and public enforcement may occur and also
attempt to capture the specificities of the products and markets themselves
(Figure 11). We now turn to an in-depth view of each of the various types of con-
tract enforcement institutions.
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Figure 11: Enforcement Dimensions
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5.5 Bilateral Personal Trust versus Community-based Reputation

Examples of personal trust as an enforcement mechanism are found in local
market settings where repeated interaction is common. Empirical research in the
context of agricultural markets in Madagascar by Fafchamps and Minten (1999)
demonstrates that trading contracts are enforced mainly by the existence of trust-
based relationships, where trust is established primarily by repeated interaction.
The incidence of theft and breach of contract is low and recourse to the legal
system is rare.

However, the bilateral trust based mechanism described above is limited in its
enforcement potential since retaliatory sanctioning will only affect the mutual rela-
tionship of the two partners without affecting the relations of the cheater with
other potential partners in the community. Thus, a multilateral reputation mecha-
nism resolves this limitation (Platteau, 2000). This mechanism requires that
information about past dealings circulate effectively within a given social group
or community. Thus, even if no two traders exchange together frequently, but if
each trades frequently with other community of traders, then transferable repu-
tations as an adequate bond for honest behavior if members of the community
can be kept informed about each others behavior (Milgrom, North, and Weing-
ast, 1990). Within small communities characterized by dense networks, this
informational condition is easily satisfied. In Hayami and Kawagoe’s (1993) ana-
lysis of rural markets in Indonesia, this is effectively the case:

In the village community, everyone is watching everyone. Gossip about one’s
misconduct is circulated by word of mouth faster than any modern means of com-
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munication. In such an environment, a significant cost would be incurred to a
person who would violate a contract with his fellow villager, ...not only would
he lose benefits from the present contract but the resulting contract would deprive
him of future opportunities to enter into other contracts with other villagers.
(p. 167).

The specification of what is desirable behavior along with rules regarding sanc-
tions within a community may be viewed as a social or a community norm (Kan-
dori, 1992). In small communities where members observe each other’s beha-
vior, the Folk Theorem for personal enforcement can apply to community
enforcement. The critical piece is the transmission of information regarding past
actions.

5.6 When Reputation Fails: Repeated Interaction

We now move beyond small communities in village settings to an expanded
market in which traders are no longer bound within dense social networks in which
information flows easily. In this setting, where anonymous exchange seems to pre-
vail with the expanded and constantly changing scope of actors, neither the per-
sonal trust nor the social norm enforcement mechanisms appear viable. In the famous
example of the bazaar economy in Morocco described by economic anthropolo-
gist Clifford Geertz (1979), traders make use of clientalization, which he defines
as:

the tendency for repetitive purchasers of particular goods and services to esta-
blish continuing relationships with particular purveyors of them, rather than
search widely through the market at each occasion of need. The apparent Brown-
ian motion of randomly colliding bazaars conceals a resilient pattern of informal
personal connections. (p.30)

Thus, despite the many actors involved in the bazaar, in effect, trade is not imper-
sonal but based on long-term relations and repeated interaction. However, in this
case, each trader has little access to information about the partner’s past actions.
Thus, more emphasis is placed on selecting the “regular” with whom one establishes
along-term relationship. Selection, or the signaling of future honest behavior, could
be on the basis of appearance, habit, accent, names of mutual friends or other
signals (Aoki, 2001).

In addition to the Moroccan bazaar economy, many examples of clientelization
in developing and developed countries have been extensively studied, particularly
by an earlier generation of economic anthropologists. These studies have cove-
red: relations between fishermen and dealers in the Maine lobster market (Ache-
son, 1985); the pratik in Haiti (Mintz, 1964); Onibara relationships in Nigerian
markets (Trager, 1981); suki relations in the Philippines (Szanton, 1972), and
cliente relations between vegetable producers and middlemen in Guatemala (Swet-
nam, 1978). Generally, these clientele-based relations have been characterized in
this literature as a means of risk-sharing, rather than contract enforcement. But, if
the concept of risk is clarified as the risk of contractual failure, which is generally
true, then these practices constitute an effective enforcement mechanism.
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Box 4: Enforcement of Commercial Contracts in Ghana

The enforcement of commercial contracts in Ghana is problematic for two
reasons. First there is no mechanism for sharing information about bad payers.
As aresult, each firm must screen every single firm and individual it wants to deal
with. Second, many firms find it impossible to honor a contract, because of shor-
tages of critical inputs, difficulties in transport, and payment delays.

58 Ghanian firms were interviewed in 1993 by a team of Ghanian and World
Bank researchers. Firms were asked about non-payment and late payment pro-
blems encountered with clients. More than half of firms experienced non-pay-
ment and nearly all had experienced late payment. Similarly, firms were asked
about problems of late and non-delivery and deficient quality by suppliers. While
nearly half had experienced late delivery, much less had faced non-delivery.
A high proportion experienced deficient quality of inputs delivered.

Tahle 8. Incidence of Contractual Problems in Ghanz

Number of Number citing
observations problems
Non-payment by client 52 30
Late payment by client 50 41
Non-delivery by supplier 55 14
Late delivery by supplier 55 28
Deficient quality 54 31

Source: Fafchamps, 1996

Means of avoiding problems

Reputation per se plays little role in identifying reliable clients because there is
no mechanism to transfer information on past defaults. Use of legal recourse is
very rare: 13 percent of firms in the case of suppliers and 8 percent in the case of
clients. One fourth of the sample actively screens prospective clients by visiting
their client’s workplace and establishing a relationship with them. In the case of
suppliers, two-fifths of the sample indicated that the best way to avoid problems
is to trade repeatedly with the same supplier. Firms deal on average with only 5
suppliers, and have 3 regular suppliers who extend credit to them, with whom
they have been working for an average of 8 years. Thus, the use of regular sup-
pliers is considered the dominant form of avoiding enforcement problems. While
this institutional response successfully enables firms to develop and gain trade cre-
dit, it leads to fragmentation of the market into networks, potentially limiting spe-
cialization and firm growth.

Source: Fafchamps, 1996
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9.1 Private and Public Third Parties

An alternative solution to the information problem that is posed when traders do
not meet repeatedly and dense social networks are not present is that of a third
party who monitors cheating and transmits information on past cheating be-
havior among traders. The well-known historical example of a private third party
is the case of the Law Merchant in medieval Europe analyzed by Milgrom, North,
and Weingast (1990). During the twelfth and thirteenth centuries, much of trade
between southern and northern Europe was conducted at Champagne Fairs, in
which merchants from all over Europe entered into contracts for long-distance
shipments over time. Without the benefit of legal enforcement, merchants
evolved their own commercial code, the lex mercatoria (law merchant), which
governed commercial exchange and was administered by private judges drawn
from commerce on a fee basis. After any exchange, each trader can accuse the other
of cheating and appeal to the law merchant, who adjudicates fairly and awards
damages. However, the payment of damages is voluntary because the law mer-
chant has no power to enforce payment. The law merchant keeps a record of any
unpaid payments. Finally, prior to finalizing a contract, any trader can query the
law merchant for records of previous judgments about any other players. The ana-
lysis shows that, if both traders check the records prior to trade and either do not
exchange if they find outstanding judgments or play honestly if they find no
judgments, a sequential equilibrium can be achieved and the system of the law
merchant can enable trade even without the capacity to enforce judgments (Aoki,
2001).

As the size of markets expands, recourse to a public third party is inevitable.
One reason is that private third parties lack enforcement power. While use of pri-
vate third parties is voluntary, private agents cannot escape from the coverage of
the national government without physical exit (Aoki, 2001). Further, in consi-
dering which law a given country should have, Schmid (1992) cautions against
the idea that the rule of law can be externally driven. Thus, countries in transition,
which are modernizing their commercial codes patterning them on industriali-
zed country laws. But is all Western legal capital the same? In 1991, Czechoslo-
vakia revised its pre-war code by adding new material from German commercial
law. Mali has the same modern commercial code that France does. But did France
have this commercial code when it was in the Mali’s current stage of development?

6. Approaches to Market Development on the Ground

Market development efforts in the post-liberalization era can be seen as focused
on two types of interventions: fostering reliable market linkages for smallholders
particularly to export high-value markets and support measures aimed at streng-
thening the institutional arrangements that govern markets. A brief review high-
lights the best practices and impacts as well as the gaps.
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6.1 Building Market Linkages for Smallholders: Value Chain Approach

The premise for interventions has been that market forces alone will not ensure
the integration of smallholders into the global market because of the high trans-
action costs associated with involving numerous, small-scale, and geographically
dispersed producers.

Box 5: eBay.com

Modern corollaries to the law merchant can be found in cyberspace. Founded in
1995, eBay.com is the world’s largest online auction website. The eBay commu-
nity includes tens of millions of registered members around the world. The com-
pany’s mission is to provide a global trading platform where anyone can trade any-
thing. On any given day, there are more than 12 million items listed on eBay across
18,000 categories. In 2002, members transacted US $14.87 billion in annualized
gross merchandise sales.

eBay.com maintains a record of trading experiences, positive and negative, of
buyers regarding sales agents. These are available to anyone who trades on
eBay.com. It also maintains and provides records of buyers’ past assessments. Thus,
it is possible to obtain a considerable amount of information on the reliability of
an otherwise completely anonymous trading partner. Most of the selling on eBay
occurs in an auction or “buy it now” format. It all begins when the seller posts
the item on eBay for a specified duration. Potential buyers search for items and
place bids, which are recorded and available for anyone to see. The person who
placed the highest bid or who chooses to “buy it now” wins the items and the sel-
ler and buyer make private arrangements for payment and shipping. After the
payment and the item is delivered, both buyer and seller leave feedback on each
other on eBay’s Feedback Forum.

Anyone interested in knowing the seller or buyer’s reputation can obtain the
partner’s trading history on eBay, from voluntary comments and feedback of pre-
vious partners. eBay has a feedback ratings star system, based on obtaining
either negative or positive points for each comment received, which is used to
standardize the feedback. Thus, next to an eBay member’s user identification num-
ber, there is a feedback rating number. Because the feedback mechanism is criti-
cally important to the success of this auction, it has developed a set of rules regar-
ding feedback, including the prohibition of “shill” feedback, which using other
identification to artificially one’s own feedback, extorting feedback, soliciting or
trading feedback, and abuses of feedback. In addition, responses can be given to
feedback, which are then also in the permanent record. Finally, users can choose
to not make their feedback public. However, this is discouraged because, as the
website states, “feedback is your valuable asset as a way to generate trust in you.”

Source: Aoki (2001); Ebay
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A review of interventions by Joffe and Jones (2004) considers that efforts have

focused on two areas: establishing rural retail networks for inputs and in creating

farmer-based enterprises linked to global markets. In these efforts, either non-

governmental organizations or donors have played a very active sponsoring role.

Activities included in this effort include the following:

e [dentifying and training rural retailers

e Facilitating supply contracts between input suppliers and retailers

® Providing partial credit guarantees to suppliers

® Proving demonstrations to farmers on technologies

e Facilitating the formation or strengthening of farmer marketing groups (asso-
ciations, clubs, cooperatives)

¢ Undertaking commodity market studies and providing information services

e Facilitating contractual agreements with buyers.

As noted, non-governmental groups, particularly linked to USAID, have been pio-
neers in these efforts. What has come to be known as the “Rockefeller model” has
focused on establishing rural input retailer networks in eastern and southern
Africa. Similarly, what might be considered the “USAID model” through part-
ners such as CLUSA, ACDI/VOCA, and Technoserve have been heavily engaged
on the creation of producer market-oriented organizations, operating as business
enterprises in both west and eastern and southern Africa.

These approaches have demonstrated early successes in linking smallholders to
the global value chains and in developing a business orientation in collective
action groups. However, in considering scaling-up of these efforts, it remains un-
clear to what extent program costs outweigh the benefits or whether the initia-
tives will survive beyond the lifetime of the projects (Joffe and Jones, 2004).

6.2 Building Institutions for Markets: Market Development Approach

The key issues that have emerged from the experience of traditional or bulk-

commodity markets in the post-reform era are:

® The need for mechanisms to transparently grade and standardize products for
market, from the production level on throughout the market chain;

® The need for market information that is accessible to all market actors;

® The need to foster competitive practices among all market actors, across all levels
of the chain;

® The need for financial markets to respond to market needs for trade finance, for
inventory finance, and for alternative financial products;

® The need for dispute settlement and regulatory systems to evolve according to
market needs, and in a way that relies also on the private incentives for self-
regulation, notably through the potential role of trade associations;

® The need for risk-transfer through mechanisms such as forward contracts and
transferable warehouse receipts, and,

® The need for concerted efforts to build capacity throughout the marketing sys-
tem, including cooperatives, small and medium private traders, and public actors.
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Interventions concerning the above have tended to involve the creation of
long-term institutions and have thus involved national governments to a greater
extent. However, the experience of sustained efforts is limited and the impact
has generally been mixed. Efforts have been focused on three of the above areas:
market information systems, grades and standards, and warehouse receipt systems.

6.2.1 Grades and standards

With regard to a viable system of grades and standards, which is vital to market
development, a key issue is how to translate standards to the very basic level of
production in the commodity chain. The biggest challenge in standards imple-
mentation is translating standards to farm level. Currently, there is a wide gap in
the implementation and enforcement of standards on various products, and many
of the prepared standards have been shelved across countries.

6.2.2 Finance

Broadly speaking, the potential sources of formal external finance are banks and
microfinance institutions (MFIs). At present, MFIs play a limited role in trade
finance. With MFI loans subject to regulatory and group imposed limits and the
reluctance of formal banks to provide small loans, there is a significant financing
gap for those in the middle category. Banks on their side have been reluctant to
engage in inventory finance linked to a warehouse receipts system, because of the
high risks in agriculture and an insufficiently secure receipts system.

6.2.3 Market information

In many countries, market information is collected, analyzed and disseminated
by a number of organizations-federal and regional government organizations,
cooperatives, donors, international organizations and NGOs. The data collection
methodologies and procedures considerably vary from organization to organiza-
tion and must be standardized in order to make such data comparable and com-
mercially valuable. A clear conceptual framework regarding the levels of the
market and the quality standards for which price data is quoted by the different
organizations needs to be devised and implemented in collaboration with the dif-
ferent organizations engaged in data collection.

6.2.4 Public and private sector capacity

A critical issue across the board is the very low human and organizational capa-
city of both the public and private sector with respect to agricultural marketing.
Concerted efforts to build capacity are required at three levels: public institu-
tions, public actors, and private actors.
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6.3 Toward an Integrated Approach

In much of the sub-Saharan Africa, the recent market development agenda
remains fraught with internal tensions and critical concerns. At the heart of these
concerns is the need to consider market development as an integrated whole
rather than the sum of piecemeal interventions targeting different sets of actors.
This is as much a matter of perspective as much as of design.

This can be viewed as the “fallacy of composition” argument that considers that
the sum of the parts equals the whole. An illustration of this fallacy is the pro-
motion of contractual arrangements between farmer groups and industrial buy-
ers without consideration of the broader whole that is the market mechanism in
which buyers and sellers must arrive at an appropriate market-clearing price,
determined through an accepted and transparent system of measuring quantity
and quality, and within a system that ensures that contracts are enforced and pro-
perty rights are secure.

A second example might be the tensions inherent in the promotion of a sys-
tem of inventory credit, a financial instrument, designed to meet price stabiliza-
tion objectives, in the absence of accompanying measures to provide transparent
information on product prices, qualities, stocks, and warehouse performance and
aviable dispute settlement mechanism, all of which are essential to providing incen-
tives for the financial system to participate.

How then to achieve the necessary holistic perspective to market development?
One promising avenue currently gaining interest, which historically has had tre-
mendous power to transform markets when appropriately designed and imple-
mented, is that of commodity exchange development.

A commodity exchange, whether concerned mainly with spot (for immediate
physical delivery) or futures (for delivery at a future date) transactions, can be defi-
ned as an organized marketplace where sellers and buyers’ interactions are gover-
ned by a set of specific and transparent rules, related to price bidding, grading,
delivery, and dispute adjudication.

A commodity exchange has the potential to reduce transaction costs by: faci-
litating contact between buyers and sellers; enabling centralized grading of pro-
ducts; ensuring that contracts are enforceable; providing a mechanism for price
discovery; simplifying transactions with standard contracts; and, transmitting
information about prices and volumes. Further an exchange increases market
liquidity, enables the transfer of price risk, and enhances trust, order, and integrity
in the market.

Commodity exchanges, generally private organizations, have served to govern
contractual relations and enable low-cost transacting between large numbers of
dispersed buyers and sellers. Their functions have included commodity measure-
ment and the assignment of given standards, contract enforcement, the policing
of theft and fraud, and the public provision of information. While the premise
of the commodity exchange as a private-order institution is that the market,
made up of private actors, will act on its own internal incentive for order, it does
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not hold that there is no room or role for public-order intervention. The success
of the commodity exchange in privately fulfilling its functions depends to a large
extent on the distributive consequences of bringing about order. That is, if the
costs or welfare losses to those that benefit from the lack of order are significantly
greater than the gains, then it will be very difficult for a private institution alone
to achieve its objectives. This is notably the case of the world’s most successful
commodity exchange throughout history, the Chicago Board of Trade.

While extremely successful in enforcing contracts, the Chicago market in its
early years failed to regularize the grading and inspection and weighing of grain
and to reduce the severe information asymmetries in the grain market. While able
to do so for other products, it failed with regard to grains specifically because of
the immense and powerful interests of one set of actors, the warehouse opera-
tors, who stored and graded grain and issued receipts in return. Warehousemen
in the 1850s and 1860s eroded the trade by grading erratically and mixing across
qualities of graded grain, as well as by acting on private information regarding stocks
and qualities of grain under their hand. In order to create a consistent system, the
Board of Trade had to appeal to the authorities to ensure a system of inspection
that was legally binding over the warehouses. Later, even this system gave way
to a full-fledged role for the state in the inspection of all goods traded through
the exchange, still the case today. In contrast, other exchanges, such as the
Liverpool and London Corn Exchanges, the London Metal Exchange, and others,
successfully provided key market services, in a variety of contexts, with little or
no state intervention.

These insights suggest that there is no blueprint or silver bullet in commodity
exchange development. A successful commodity exchange facilitates transactions
between market participants — farmers, processors, traders, consumers, food aid
agencies, parastatal agencies, and others — in a low-cost environment. The lower-
ing of costs is passed on to market actors who can then directly benefit from a
higher share of the final price. This in turn generates incentives for increased mar-
ket volume, and provides an incentive for increased participation in the market.

As an institution, a commodity exchange itself depends on a number of linked
institutions, which are critical to its functioning. These core institutions are: a
market information system; a system of product grading and certification; a regu-
latory framework and appropriate legislation; an arbitration mechanism; and,
producer and trade associations. In addition, a warehouse receipts system is a very
important related institution. A commodity exchange also depends on the func-
tioning of “allied” sectors: banking, insurance, transport, IT services, and even
inspection services. Thus, while these sectors are not strictly part of an integrat-
ed institutional development plan, they must be nonetheless engaged and involved
and brought along as the exchange development proceeds.

When linked to a negotiable warehouse receipts system, the increased liquidity
as market transactions increase, over time evolving to futures trading, implies that
the thinness of markets lessens, and the market can be expected to enable the trans-
fer of risk from market actors such as farmers to those who are keen to absorb
risk, such as speculators.
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1.Conclusions

This paper has highlighted that the starting point for appropriate market deve-
lopment intervention is first understanding how markets actually work and in par-
ticular how institutions facilitate market exchange. It has also emphasized that
getting markets right requires a holistic agenda in which incentives, institutions,
and infrastructure are aligned. In terms of institutions, the core agenda is to
understand the complexity and diversity of institutional arrangements for facili-
tating market exchange. In particular, the paper has emphasized that market insti-
tutions play out in two vital arenas: bringing order and reducing coordination costs
and in the enforcement of contracts and property rights.

Figure 12: The Structure of a Commodity Exchange and Allied Institutions
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With regard to coordination and coordination failure, the paper presented both
the transaction cost and the commodity chain approaches, with their relative merits
and gaps. A key point is the need to tailor the appropriate institutional coordi-
nation mechanism to the underlying transaction costs. With regard to enforce-
ment, the paper similarly presented the spectrum of thinking on how bilateral,
community, repeated interaction, and third parties play a role in enforcement. This
overview served to present a broader view of enforcement, involving communi-
ties, social networks, etc, rather than the often singled out mechanism of legal frame-
work development.
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Moreover, in reviewing the market development experiences to date, the paper
has shown the dichotomy in approaches between highly donor-driven, short-
term, value chain development efforts in contrast to longer-term, state-led, mar-
ket institution building. To date, the latter has shown less impact, though more
sustainable in the long term, than the former. With regard to market institutions,
it was emphasized that piecemeal interventions do not have the intended results.
Thus, the paper then tried to highlight that market development is a long-term
agenda, requiring a progressive and integrative perspective that addresses the 3
I's of market development in a holistic fashion. There is an important role for the
state vis-a-vis all of these dimensions of market development and a central role
for the private sector. In considering how to achieve an integrated perspective,
some thought was given to the concept of a commodity exchange where in all
the various elements come together.
Broadly, we conclude by stating that key issues facing policymakers and deve-
lopment practitioners in addressing the urgent issue of market development,
both for global high-value chains, as well as for domestic or traditional bulk com-
modity markets are the following:
® The engagement of the private sector and the respective roles of the public and
private sectors in market development;

e Specific efforts to address smallholder engagement in both the global and dome-
stic market;

® The appropriate strategy in terms of building the basic market institutional
components individually or starting institutional development in a holistic man-
ner;

® The development of horizontal coordination between producers and traders along-
side vertical coordination between actors in the chain

® The mechanisms to capitalize on internal incentives for self-regulation and the
creation of a viable regulatory and legal framework;

® The correct balance between an enabling policy environment and private incen-
tives; and,

® Basic infrastructural and capacity-building requirements, to accompany insti-
tutional development.

References

Acheson,J. M. 1982.“Technical Innovation in the New England Fin-Fishing Indus-
try: An Examination of the Downs and Mohr Hypothesis”. American Ethno-
logist, 9(3): 538-588.

Akerlof, G. 1970. “The Market for ‘Lemons’: Quality, Uncertainty and the
Market Mechanism”. The Quarterly Journal of Ecoomics, 84(3): 488-500.

Akerlof, G. 1980. “A Theory of Social Custom, of which Unemployment may be
one Consequence”. Quarterly Journal of Economics, 94(4): 749-775.



105

Alchian, A. and H. Demsetz. 1972. "Production, Information Costs, and Econo-
mic Organization." American Economic Review, 62(5): 777-95

Amselle, J-L. 1977. Les migrations africaines. Paris, Maspero.

Aoki, M. 1984. The cooperative game theory of the firm. Oxford, Clarendon.

Aoki, M. 2001. Toward a comparative institutional analysis. Cambridge, The MIT
Press.

Arrow, K. J. 1962. “Economic Welfare and the Allocation of Resources for Inven-
tions.” In R. Nelson (ed.), The Rate and Direction of Inventive Activity. Prince-
ton, Princeton University Press.

Arrow, K.J. 1969. “The organization of economic activity: issues pertinent to the
choice of market versus non-market allocation.” In The Analysis and Evalua-
tion of Public Expenditures: The PBB-System, Joint Economic Committee, 91st
Congress, 1st session, Vol.1, Washington, D.C., Government Printing Office.

Arrow, K.J. 2000. “Observations on Social Capital.” In Partha Dasgupta and Ismail
Serageldin, (eds.) Social Capital: A Multifaceted Perspective. Washington, D.C.,
World Bank.

Bain, J. S. 1956. Barriers to New Competition. Cambridge, MA, Harvard Univer-
sity Press.

Bakken, H. 1953. Theory of Markets and Marketing. Madison, WI, Mimir Pub-
lishers.

Bardhan, P. K. 1989. “Alternative Approaches to the Theory of Institutions in Eco-
nomic Development.” In The Economic Theory of Agrarian Institutions, P.Bard-
han (ed.). Oxford, Clarendon Press.

Barnard, C. 1938. The Functions of the Executive. Cambridge, Harvard University
Press.

Bell, C. 1977.“Alternative Theories of Sharecropping: Some Tests Using Evidence
from North-East India.” Journal of Development Studies 13(4): 317-46.

Belshaw, C. S. 1965. Traditional Exchange and Modern Markets. Englewoods Cliffs,
N.J. Prentice-Hall.

Bernstein, L. 1992. “Opting out the Legal System: Extralegal Contractual Rela-
tions in the Diamond Industry”. The Journal of Legal Studies, 21(1): 115-157.

Braverman, A., and T. N. Srinivasan. 1981.“Credit and Sharecropping in Agrarian
Societies”. Journal of Development Economics, 9(3): 289-312.

Braverman, A. and J. E. Stiglitz, 1982. “Sharecropping and the Interlinking of
Agrarian Markets.” American Economic Review, 72(4): 695-715.

Bromley, D.W. 1997. Environmental Benefits of Agriculture: Concepts. OECD, Paris.

Chandler, A. D. 1962. Strategy and Structure. Cambridge, Mass, MIT Press.

Cheung, S. N.S. 1968. “Private Property Rights and Sharecropping”. The Journal
of Political Economy, 76(6): 1107-1122.

Clague, C. 1997. “The New Institutional Economics and Economic Develop-
ment”. In Clague (ed.). Institutions and Economic Development: Growth and
Governance in Less Developed and Post-Socialist Countires. Baltimore, John
Hopkins University Press

Coase, R. 1937. “The Nature of the Firm.” Economica 4(16): 386-405



106

Coase, R.1960. “The problem of social cost.” Journal of Law and Economics,
3(1-44)

Coase, R. 1988. The Firm, the Market and the Law. Chicago, University of Chi-
cago Press.

Coleman, J. 1990. Foundations of Social Theory. Cambridge MA, Harvard University
Press.

Commons, J. R. 1934. Institutional Economics. Madison, University of Wisconsin
Press.

Coste, J. and J. Egg, 1996. “Regional Dynamics and the Effectiveness of Econo-
mic Policies: The Case of Cereal Markets in West Africa”. In Benoit-Cattin, M.,
Griffon, M. and P. Guillaumont, (eds) Economics of Agricultural Policies in Deve-
loping Countries. Paris : Editions de la Revue Francaise d'Economie

Coulter, J. and A.W. Shepherd. 1995. “Inventory Credit: An Approach to Deve-
loping Markets”. FAO Agricultural Services Bulletin No.120. Rome, Italy: Food
and Agriculture Organization of the United Nations (FAO)

Coulter, J. and C. Poulton. 2000. “Cereal Market Liberalization in Africa”. In Com-
modity Market Reforms: Lessons of Two Decades. Washington, D.C, World Bank.

Davidson, J. and A. Weersink. 1998. “What Does It Take for a Market to Func-
tion?”. Review of Agricultural Economics 20(2): 558-72.

Dercon, S. 2001. Assessing Vulnerability to Poverty”. Mimeo. Oxford, Oxford Uni-
versity Press.

Diao, X. and Hazell, P. 2004. “Exploring Market Opportunities for African Small-
holders”. 2020 Africa Conference Brief, Washington D.C. IFPRI.

Dolan, C.,J. Humphrey and C. Harris- Pascal. 1999. “Horticulture commodity chains:
the impact of the UK market on the African fresh vegetable industry.” IDS
Working Paper No. 96. Brighton, UK, Institute of Development Studies

Dolan, C. and J. Humphrey. 2000. “Horticulture commodity chains: the impact
of the UK market on the African fresh vegetable industry.” Journal of Develop-
ment Studies, 37(2): 147-176.

Fafchamps, M. 2004. Market Institutions in Sub-Saharan Africa: Theory and Evi-
dence. Cambridge, MIT Press.

Fafchamps, M. and E. Gabre-Madhin. 2002. Agricultural Markets in Benin and
Malawi: Operation and Performance of Traders. Washington D.C. IFPRI.

Fafchamps, M. 1996. “The Enforcement of Commercial Contracts in Ghana”. World
Development, 24(3): 427-448.

Fafchamps, M, E. Gabre-Madhin and B. Minten. 2005. “Increasing Returns and
Market Efficiency in Agricultural Trade”. Journal of Development Economics,
78(2): 406-442.

Fukuyama, F. 1995.“Social Capital and the Global Economy.” Foreign Affairs 74(5):
89-103.

Gabre-Madhin, E. 2001. Market Institutions, Transaction Costs, and Social Capi-
tal in the Ethiopian Grain Market. Washington, DC, International Food Policy
Research Institute.

Gabre-Madhin, E. and W. Amha. 2003. Getting Markets Right in Ethiopia: Insti-
tutional Changes to Grain Markets. Washington D.C. [FPRI



107

Gabre-Madhin, E., A. Negassa and R. Myers. 2004. “Grain Marketing Policy
Changes and Spatial Efficiency of Maize and Wheat Markets in Ethiopia”.
MTID Discussion Paper No. 66. International Food Policy Research Institute.

Geertz, C. 1968. “The Bazaar Economy: Information and Search in Peasant
Marketing.” American Economic Review 68(2): 28-32.

Geertz, C, H. Geertz and L. Rosen. 1979. Meaning and Order in Moroccan Soci-
ety: Three Essays in Cultural Analysis. Cambridge, Cambridge University Press.

Gereffi, G. and M. Korzeniewicz (eds.). 1994. Commodity Chains and Global Capi
talism. Westport, Praeger Publishers

Gereffi, G.1999.“A commodity chains framework for analyzing global industries”.
Unpublished paper, Department of Sociology, Duke University

Gereffi, G. 2001. “Beyond the Producer-Driven/Buyer-Driven Dichotomy”. IDS
Bulletin, 32(3): 30-40.

Granovetter, M. 1985. “Economic Action and Social Structure: The Problem of
Embeddedness.” American Journal of Sociology 91(3): 481-510.

Greif, A. 1989. “Reputation and Coalitions in Medieval Trade: Evidence on the
Maghribi Traders.” Journal of Economic History 49(4): 857-82.

Greif, A. 1993.“Contract Enforceability and economic Institutions in Early Trade:
The Maghribi Traders” Coalition.” American Economic Review 83(3): 525-548.

Greif, A.1994.“Cultural Beliefs and the Organization of Society: A Historical and
Theoretical Reflection on Collectivist and Individualistic Societies.” Journal of
Political Economy 102(5): 912-50.

Greif A., P. Milgrom and B. Weingast. 1994.“Coordination, commitment, and enfor-
cement: the case of the Merchant Guild.” Journal of Political Economy, 102(4):
745-76.

Grossman, S., and O. Hart. 1986. “The Costs and Benefits of Ownership: A
Theory of Vertical and Lateral Integration.” Journal of Political Economy 94(4).
691-7109.

Harris-White, B. (ed.). 1999. Agricultural Markets from Theory to Practice: Field Expe-
rience in Developing Countries. New York, St. Martin’s Press, INC.

Hart, O. 1995. Firms, Contracts and Financial Structure. Oxford, Oxford Univer-
sity Press.

Hart, O. and J. Moore. 1990. “Property Rights and the Nature of the Firm”. Jour-
nal of Political Economy, 98(6): 1119-58.

Hayami, Y. and T. Kawagoe. 1993. The Agrarian Origins of Commerce and Indus-
try: A Study of Peasant Marketing in Indonesia. New York, S:t Martin’s Press
Hayami, Y. and M. Kikuchi. 1981. Asian Villages at the Crossroads: An Economic

Approach to Institutional Change. Tokyo, University of Tokyo Press.

Hayek, F.A. 1945.“The Use of Knowledge in Society”. American Economic Review,
35(4): 519-30

Henderson, D. 1975. “Toward a Theory of Vertical Market Behavior”. Paper pre-
sented at the American Agricultural Economics Association Annual Meeting,
Columbus, OH, August 1971.



108

Hibbard, B. H. 1921. Marketing agricultural products. New York, London, D.Apple-
ton and Company.

Hopkins, T.K. and I. Wallerstein. 1994. “Commodity Chain: Construct and Rese-
arch”. In Gereffi, G. and Korzeniwicz, M. (eds.) Commodity Chains and Glo-
bal Capitalism. Westport, Praeger Publishers.

Jaffee, D. 1985. “Export Dependence and Economic Growth: A Reformulation
and Respecification.” Social Forces, 64(4):1102-18.

Joffe, S and S. Jones. 2004. Stimulating Private Investment and Market Development
for Agriculture: New Approaches and Experience. Oxford Policy Management,
Oxford, UK.

Kandori, M. 1992. “Social Norms and Community Enforcement.” Review of Eco-
nomic Studies, 59(1): 63- 80.

Kaplinsky, R. 1998. “Globalization, Industrialization and Sustainable Growth:
The Pursuit of the Ninth Rent”. Discussion Paper 365, Brighton, Institute of
Development Studies, University of Sussex.

Kaplinsky, R. 2000. “Globalization and Unequalization: What can be learned from
value chain analysis?”. Journal of Development Studies, 37(2): 117- 46.

Keohane, R. and J. S. Nye. 2000. ‘Democracy, Accountability and Global Gover-
nance’... A New Deal for Global Governance. London, Foreign Policy Centre.

Kherallah, M. et al. 2001. “Impact of Agricultural Market Reforms on Smallhol
der Farmers in Benin and Malawi”. Draft Donor Report. Washington, DC, Inter-
national Food Policy Research Institute (IFPRI).

Kherallah, M. et al. 2002. Reforming Agricultural Markets in Africa. Baltimore, The
Johns Hopkins University Press. Published for International Food Policy Rese-
arch Institute (IFPRI).

Klein, B., R. Craawford and A. Alchian. 1978. “Vertical Integration, Appropriable
Rents, and the Competitive Contracting Process”. Journal of Law and
Economics, 21(2): 297-326.

Knack, S. and P. Keefer. 1997. “Does social capital have an economic payoff? A
cross-country investigation.” Quarterly Journal of Economics, 112(4): 1251-88.

Knight, F. H. 1922. “Ethics and the Economic Interpretation”. Quarterly Journal
of Economics 36(3): 454-81.

Kranton, R. 1996. “Reciprocal Exchange: A Self-Sustaining System.” American Eco-
nomic Review, 86(4): 830-851.

Krepps, D. 1990. "Corporate Culture and Economics Theory.” In Alt, J and Shepsle,
K., Perspectives on Positive Political Economy. Cambridge, Cambridge University
Press.

Kuyvenhoven, A., H.A.J. Moll and A. van Tilburg. 2000. “Agricultural markets
beyond liberalization: Issues, analysis and findings”. In: Tilburg, A. van, H.A.J.
Moll and A. Kuyvenhoven (eds.). Agricultural markets beyond liberalization.
Boston, Kluwer Academic Publishers.

Landa, J. 1994. Trust, Ethnicity, and Identity: Beyond the New Institutional Econo-
mics of Ethnic Trading Networks, Contract Law, and Gift Exchange, Ann Arbor,
University of Michigan Press.



109

Landa, J. 1981.“A Theory of the Ethnically Homogeneous Middleman Group: An
Institutional Alternative to Contract Law”. The Journal of Legal Studies, 10(2):
349-362.

Landa, de M. 1997. A Thousand Years of Nonlinear History. New York, Zone Books.

Leplaideur, A. 1992.“Conflicts and alliances between the international marketing
system and the traditional marketing system in Africa and Madagascar: the
results of experience with rice and with vegetables in six countries”. In Tradi-
tional marketing systems, Proceedings of an International Workshop, Feldafing 6-8
July 1992. Deutsche Stiftung fur internationale Entwicklung (DSE), Feldafing.

Little, P. D. and M. J. Watts. (eds.). 1994. Living under Contract: Contract Farm-
ing and Agrarian Transformation in Sub- Saharan Africa. Madison, University
of Wisconsin Press.

Macaulay, S. 1963.“Non-Contractual Relations in Business: A Preliminary Study”.
American Sociological Review, 28(1): 55-67.

Marion, B. M. 1976.“Application of the Structure, Conduct, Performance Paradigm
to Subsection Analysis”. Presented at a Meeting of NC 117 Beef Task Force,
March11-12,1976.

Masten, S.E. 1996. “Empirical Research in Transaction Cost Economics: Challenges,
Progress, Directions”. In Groenewegen, J. (ed.). Transaction Cost Economics and
Beyond. Boston, Kluwer Academic Publishers.

Maxwell, S. 2004. Food Policy Old and New. London, Blackwell.

McCulloch, N. and M. Ota. 2002. Export horticulture and poverty in Kenya. Brigh-
ton, IDS.

McMillan, J. and C. Woodruff. 2000. “Private Order under Dysfunctional Public
Order”. Michigan Law Review, 98(8): 2421-2458.

Meillassoux, C. 1971. The Development of Indigenous Trade and Markets in West
Africa, Oxford, Oxford University Press.

Meerman, J.P. 1997. Reforming agriculture: The World Bank goes to market. Ope-
rations Evaluation Study. Washington, D.C., World Bank.

Mighell, R.A and L. A. Jones. 1963. Vertical Coordination in Agriculture. USD-
AERS AGEC Report.

Milgrom, P., D. North, and B. R. Weingast. 1990. “The Role of Institutions in the
Revival of Trade: The Medieval Law Merchant, Private Judges, and the Cham-
pagne Fairs”. Economics and Politics, 2(1): 1-23

Mintz, Sidney W. 1964. “Market Systems and Whole Societies”. Economic Deve-
lopment and Cultural Change, 12(4):444-448

Morris, M.L., and M. Newman. 1989. Official and parallel cereals markets in
Senegal. World Development vol 17.

Morrissey, O. and I. Filatotchev. 2000. “Globalisation and Trade: The Implications
for Exports from Marginalised Economies.” Journal of Development Studies 27(2):
1-12.

Nabli, M.K. and J. B. Nugent. 1989. The New Institutional Economics and Deve-
lopment: Theory and Applications to Tunisia. Amsterdam, the Netherlands,
Elsevier.



110

Narayanan, S. and A. Gulati. 2002. Globalization and the Smallholders: A Review
of Issues, Approaches and Implications. Washington D.C. IFPRI.

Nelson, R. R. 1994. The Co-evolution of Technology, Industrial Structure and Sup-
porting Institutions. Oxford, Oxford University Press.

North, D. C. 1981. Structure and Change in Economic History. New York, W.W.
Norton.

North, D. C. 1990. Institutions and their Consequences for Economic Performance.
Cambridge, Cambridge University Press.

North, D. C. 1991. Institutions, Institutional Change and Economic Performance,
Cambridge, Cambridge University Press.

North, D C, and R. P. Thomas. 1973. The Rise of the Western World. Cambridge,
Cambridge University Press.

Palaskas, T.B. and B. Harriss-White. 1993. “Testing market integration: new appro-
aches with case material from the West Bengal food economy.” Journal of Deve-
lopment Studies, 20:1-57.

Platteau, J. 1994. “Behind the Market Where Real Societies Exist Part I and II”.
Journal of Development Studies, 30(3): 818-830.

Platteau, J. 2000. Institutions, Social Norms and Economic Development. Amster-
dam, Harwood Academic.

Polanyi, K. 1957. Trade and Market in the Early Empires. New York, Free Press.

Posner, R. 1980. “A Theory of Primitive Society, with Special Reference to Law”.
Journal of Law and Economics, 23(1): 1-53.

Putnam, R. 1995. Making Democracy Work : Civic Traditions in Modern Italy. New
Jersey, Princeton University Press.

Raikes, P., M. Friis-Jensen, and S. Ponte. 2000. "Global Commodity Chain Analy-
sis and the French Filiere Approach : Comparison and Critique”. Economy and
Society, 29(3) : 390-417.

Richman, B. 2005. "Firms, Courts and Reputation Mechanism : Towards a Posi-
tive Theory of Private Ordering”. Working paper, Duke University.

Sadoulet, E. and A. de Janvry. 1995. Quantitative Development Policy Analysis.
Baltimore, Johns Hopkins University Press.

Sahn, D., P. Dorosh, and S. Younger. 1997. Structural Adjustment Reconsidered:
Economic Policy and Poverty in Africa. Cambridge, Cambridge University Press.

Scherer, EM. 1971. Industrial Market Structure and Economic Performance.
Chicago, Rand Mand McNally.

Schotter, A. 1981. The Economic Theory of Social Institutions. Cambridge, Cam-
bridge University Press.

Schmid, A. A. 1992: "Ideas for a New Nation: Public Choice and the Legal Foun-
dations of a Market Economy," in Csaba Csaki, ed., Agricultural Restructuring
in Southern Africa, International Association of Agricultural Economists

Shelanski, H. A. and P. G. Klein. 1995. “Empirical Research in Transaction Cost
Economics: A Review and Assessment”. Journal of Economics and Organization,
11(2): 335-61.



111

Simon, H. A. 1957. Models of Man. New York, John Wiley and Sons.

Staatz,J,J. Dione, and N. N. Dembele. 1989.“Cereal Market Liberalisation in Mali”.
Elsevier, 17(5): 703-718.

Stigler, G. J. 1971. “The Theory of Economic Regulation.” Bell Journal of Econo-
mics, 2(1): 3-21.

Stiglitz, J. E. 1985a. “Information in Economic Analysis: A Perspective.” Economic
Journal Supplement, 95(380a): 21-40.

Stiglitz, J. E. 1985b. “Economics of Information and the Theory of Economic
Development.” NBER Working Paper no. 1566.

Stringfellow, R., J. Coulter, T. Lucey, C. McKone, and A. Hussain. 1996.“The Pro-
vision of Agricultural Services through Self-Help in Sub-Saharan Africa”. A Syn-
thesis Report for Project R6117CA, Phase I. NRI and Plunkett Foundation.

Sugden, R. 1985. “Consistent conjectures and voluntary contributions to public
goods: why the conventional theory does not work”. Journal of Public Economics,
27(1): 117-124.

Swetnam, J. 1978.“Class-Based and Community-Based Ritual Organization in Latin
America”. Ethnology, 17(4): 425-438.

Szanton, P. 1972. “Systems Problems in the City”. Operations Research, 20(3):
465-473.

Tadelis, S. 1997. “What's in a Name? Reputation as a Tradeable Asset”. Working
Papers 97033, Stanford University, Department of Economics.

Uphoff, N. 1986. Local Institutional Development: An Analytical Sourcebook with
Cases. West Hartford CT. Kumarian Press

Vorley, B and T. Fox. 2004. “Global Food Chains- Constraints and Opportunities
for Smallholders”. Helsinki Workshop 17-18 June 2004. OECD DAC POVNET,
Agriculture and Pro-Poor Growth Task Team.

Wallerstein, 1. 1974. The Modern World-System 1. Capitalist Agriculture and the

Origins of the European World-Economy in the Sixteenth Century. New York, Aca-
demic Press.

Weber, M. 1927. General Economic History. New Brunswick. NJ, Transaction Books.

Williamson, O. E. 1975. Markets and Hierarchies: Analysis and Antitrust Implica-
tions. New York, The Free Press.

Williamson, O. E. 1985. The Economic Institutions of Capitalism. The Free Press,
New York.

Williamson, O. E. 1991. “Comparative Economic Organization: The Analysis of
discrete Structural Alternatives”. Administrative Science Quarterly, 36(2): 269-
96.

Williamson, O. E. 1995. “Economic organization: The case for Candor”. Academy
of Management Review. 21(1): 48.57.

Williamson, O. E. 2000. “The New Institutional Economics: Taking Stock, Look-
ing Ahead”. Journal of Economic Literature, 38(3): 595-613.



112

8. Discussion, Building Institutions for Markets:
The Challenge in the Age of Globalization

8.1 Eshern Friis-Hansen and Tom Mugisa”
Friis-Hansen began by commenting on the difference between Gabre-Madins paper
and presentation, the former being a review of new institutional economic
thinking, while the presentation was empirically rich. Friis-Hansen’s comments
focused on the paper, however. Friis-Hansen suggested that Gabre-Madhin’s
starting point that markets — rather than prices — need to be right, is very essen-
tial. Nonetheless he wished to add a few qualifications to the paper:

® The focus on the public sector needs to be broadened to also include the role of
NGOs and civil society.

® The political economy aspects of structural adjustment programmes need to be
addressed. For instance the social and geographical effects of SAPs, and the kinds
of institutions needed in relation to these effects, needs to be considered. For instance,
grain marketing boards served a function pre-SAP and many of their functions
are missing post-SAP with severe consequences. Likewise, globalization has not
been considered by SAPs and for this reason the concern with export crops, and
a concomitant fall in export prices in a situation of dismantled marketing struc-
tures post-SAP has meant that transnational companies have linked up with tra-
ders in what is a very uneven relationship. The role of the state post-SAP also
needs to be qualified, argued Friis-Hansen, as African governments today resist
policy changes geared towards increasing the market enabling role of the state.

» With regards to input supply there are still a number of unanswered questions: the
scrapping of subsidies has resulted in a tenfold rise in fertilizer prices and a five-
fold rise in seed prices. Although CT-centres may advance pro-poor technolo-
gies they still demand inputs from a market which is lacking. As well, these tech-
nologies are knowledge-intensive and in the post-SAP era extension services are
lacking. Inputs thus have not spread through the market.

* A suggested role of the government could be to establishing a quality control sys-
tem for traditional export crops, which previously was the domain of parastatals.
Likewise a payment system reflecting quality is needed, and there may be a role
for government to ensure this either directly, or through facilitating for this func-
tion being carried out by the private sector. Donors may be involved in this
sector in many different ways. In Tanzania for instance, IFAD supports the
Ministry of Agriculture and the Marketing ministry in developing a marketing
policy and lowering transaction costs among small farmers, while DANIDA also
supports a private sector initiative in this direction.

® The agency among farmers and the private sector, as well as the role of farmer
groups, need to be considered. There is no longer state control of the sector and
the private sector is lacking in this respect. This has created a void in political
terms where new co-operatives are emerging. A positive example of such co-

* Esbern Friis-Hansen, Danish Institute for International Studies, DIIS, Denmark and Tom Mugisa,
Program Officer, Plan for the Modernisation of Agriculture, PMA, Uganda
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operatives can be found in Kenya (Kakamega) where farmers’ profit-margins
rose significantly through collecting produce before sale.

Mugisa’s discussion centred on a number of issues:

® On the basis of a Ugandan example where small-scale farmers were producing
according to requirements of the international markets through a direct link with
the buyer, Mugisa argued that market information is necessary along the whole pro-
duction chain. Hence, he suggested, the issue of missing markets needs to address
the issue of missing products as well.

® He also pointed to the risk of quality issues becoming secondary as a result of
what he termed “desperate consumers” and “desperate producers” and argued
that there is a need to differentiate between formal and informal institutions and
take into consideration the rules and regulations that govern these institutions.
Mugisa suggested that the bulk of desperate producers, for instance, are served
better by informal institutions by virtue of their relatively short supply chains.

e In addition Mugisa raised the issue of investment as a broad area which, he
argued, required more analysis. Again on the basis of the Ugandan experience he
pointed to an artificial surplus of funds which cannot be used since they are un-
available to traders and farmers.

e The issue of missing markets for inputs and outputs was also briefly raised

8.2 Round-table discussion

The general discussion following the discussants’ presentations focused on a set

of issues namely:

* Qualifications regarding the functioning of markets in general and the role of govern-
ment intervention. Sarris advanced the argument that there is a lesser role for govern-
ment intervention with regard to non-traditional exports than for food crops,
and that the latter should be prioritized. Although there is scope for certain govern-
ment interventions it has to rely on markets that have self-enforcing and regu-
latory mechanisms, argued Sarris. The key issue in this context is how such
markets evolve? On the basis of the Zimbabwean experience with smallholder
agriculture following the independence era, Gabre-Madhin argued that the
country exhibited a commodity chain success involving smallholders. A long list
of prerequisites are necessary, though, first of which is that regulation should
follow, rather than lead, the market.

® Heinemann cautioned that markets and market intervention by government was
being misunderstood at times, for instance in regards to the input market for
fertilizers which pre SAP had the advantage of scale economies through a single
government agency. With the dismantlement of such agencies fertiliser prices
soared, not as is often assumed because of withdrawn subsidies, but rather as a
result mainly of declining economies of scale.

e The relationship between domestic and foreign markets and institutions: The rela-
tionship between domestic and international price volatility was pointed to



114

and questions raised as to whether (given the wedge between import and export
prices) the domestic market should be opened up? Gabre-Madhin, however,
argued that the long-term perspective calls for a market-based agenda also out-
side the domestic market, which can be accomplished through levy bands.

® The role and building of institutions in market development was discussed at some
length and from numerous angles. Gabre-Madhin —in response to Mugisa’s point
regarding the necessity of differentiating between formal and informal markets
—stressed that institutions form a continuum between the formal and informal,
although it may be difficult to grasp the idea of an endogenous emergence of
institutions without state involvement. Havnevik pointed to a general lack of
understanding of the complexity of institutions although their role was address-
ed already in the late 1980s through a World Bank report (1989). Gabre-Madhin
argued that despite rhetoric in World Bank development reports little opera-
tionalisation and development of institutions is occurring at ground level and
in general understanding of market-participation is limited. Harsmar raised a ques-
tion relating to work done by Jan Willem Gunning and Chris Elbers on how the
presence of risk and vulnerability leads to investments in indigenous institutions
that are less market friendly and less dynamic. If vulnerability promotes certain
institutions he wondered whether this suggests that a “big push” in institutio-
nal change is required or whether this could be a gradual process? Again, the
need for indigenous institutions was emphasised by Gabre-Madhin. Lastly, the
need to broaden the perspective towards regional markets to understand the role
of regional institutions within the market for food crops was also discussed.

* Global value chains. Havnevik commented on the value-chains aspect raised by
Friis-Hansen’s discussion and expressed agreement with the discussant’s assess-
ment that African farmers and firms have less influence than farmers and firms
outside Africa. The removal of the state in this context has put the producer at
an inferior position in relation to international producers and companies. Gabre-
Madhin, however disagreed with this view and argued that it represented an alar-
mist approach to value-chain inferiority. She presented Kenya as an example where
the inspection service functions and smallholders are retaining their market share.

® Policy implications/interventions. A number of questions were raised regarding
policy towards institutions and the role of donors in building capacity at the insti-
tutional level. Heinemann for instance called for tools to assess whether inter-
ventions at the management level of the value chain were beneficial to small
farmer interests. Issues regarding the donor agenda in relation to institutional
development were raised by Genfors and Gerremo respectively. In response Gabre-
Madhin identified a practical development agenda for governments containing
aspects where the scope for donor involvement is significant. In terms of policy,
she argued, governments need to create a less uncertain framework, for instance
through industry councils coming together. Mozambique was taken as an exam-
ple of a country where an advanced policy dialogue with the private sector was
being undertaken. On the technical side, she identified numerous possible areas
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for donor involvement, namely technical assistance for systems for market infor-
mation through grades and standards, an arbitration system, infrastructure for
rural market storage mechanisms, roads, and telecom development especially
in terms of mobile technology. The abandonment of quality control in the post-
reform era, through a strong disengagement by the state and a failure by the mar-
ket to capture this area, was emphasised. The importance of grades and stan-
dards as an area for government intervention was stressed by Gabre-Madhin.
Mugisa, had earlier cautioned that disillusionment with exchange and warehouse
receipt systems and the enforcement of contracts is rife. Capacity building in gene-
ral was identified as an area in need of support (both from government and donors).
In Ethiopia for instance the market forecasting system is underdeveloped.
Farmers groups; Heinemann commented on the role of farmers’ groups and
wondered who is strengthening them, as NGOs and the service sector are very
nascent in market change. Gabre-Madhin, however, argued that there is a scep-
ticism regarding the focus on producer organizations as what she termed “hand
holding” leads to non-sustainability. Domestic institutions are better suited to
delivering market intelligence and the tracking of merit performance in the
market.

Investment, finance and credits. Mugisa’s earlier point related to an artificial sur-
plus of funds was refuted by Gabre-Madhin, who argued that excess liquidity
(which is also the case in Ethiopia) is not per se an indication of a weak invest-
ment climate, but rather reflects a high investment risk on the part of financial
institutions. For this reason market information systems and production fore-
casts are needed for the financial sector to reduce such risks. On the subject of
credit, Sarris asked whether interlinking markets were occurring in Ethiopia in
terms of traders providing finance/credit to farmers. Gabre-Madhin replied that
the extent of forward contracting is limited and connected with the uncertainty
of delivery. She also argued, however, that interlinked contracts could be crea-
ted through an auction mechanism, which would deliver credit without a state
monopoly.
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Policy, poverty and agricultural development to
support small scale farmers in Sub-Saharan Africa:
Reflections from West Africa

Bara Guéye”

1. Introduction

The content of this paper is mainly prompted by recent studies the author has
taken partin relating to an analysis of changes in West African agriculture and the
role of small-scale farming. Although the title of the paper refers to Africa, the
empirical data this analysis is based on relate principally to the situation in West
Africa.

Increasing attention is being given to the role of the agricultural sector in the
fight against poverty and the overall economic development of the continent. This
is justified by the fact that poverty hits rural populations particularly hard. Howe-
ver, in view of the complexity of the problems and the limited resources availa-
ble, choices have to be made in favour of policies capable of stimulating growth
whose fruits will be fairly distributed.

The work on which this paper is based demonstrates the key role played by small-
holdings in cereal production and export crops in West Africa and in the fight against
poverty due to their ability to develop strategies capable of boosting their resili-
ence against the risk they face. This underlies the firm belief that they must repre-
sent the major pillars of any development policy for the agricultural sector.

2. Position of agriculture in the economy and the role of family farms

Agriculture continues to be the principal sector on which the survival of the
majority of the population of Africa depends. This sector employs more than 60%
of the working population and contributes more than 35% of the GDP of most
African countries and more than 40% in the least developed countries in Africa.
Recent trends suggest that the role of this sector will be strengthened over the
next few years. Today, despite great changes in political debates, the performance
of agriculture remains weak. The sector essentially comprises small-scale farming,
which accounts for more than 90% of agricultural production in Africa.
Small-scale farming involves a form of organisation which brings the social, cul-
tural, economic, and technical functions of farming close together. The key posi-
tion of family labour in production, as well as the process of acquiring and passing
on resources, generally based on inheritance, are characteristics which differenti-
ate the small-scale family farm from the commercial agricultural enterprise.

* Director, Innovations, Environnement et Devéloppement en Afrique, [ED Afrique, Sénégal
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Family labour, which is unpaid but which offers many compensations, has a
certain competitive advantage over commercial agriculture, because it is during
crisis periods (such as drought, floods and others disasters), when the yield from
labour is particularly low, that it retains the highest level of availability and com-
mitment. In addition, as part of the system, family workers are in general more
highly motivated than agricultural wage-earners (Djurfeldt, 2005). Although
small-scale family farms tend to have relatively small land areas’, this is not a fixed
characteristic, their specific nature being based more on the organisation of pro-
duction than on the amount of land.

Table 9: Comparison between family farms and commercial agriculture

Characteristics
Role of household labour

Community links

Priority aims

Diversification

Flexibility

Size of the farm

Links with the market

Access to land

Family farms

Large

Strong:

based on solidarity and
mutual assistance between
household and wider group
Consume

Store

Sell

Strong: to reduce
exposure to risk

Strong

Tends to be small:
average 5to 10 ha

Weak: but growing

By inheritance and social
arrangements

Source: Toulmin and Gueéye (2003)

Commercial agriculture

Small or none

Weak:

often no social connection
between entrepreneur and
local community

Sell
Buy
Consume

Weak: specialization in very
limited crops and activities

Weak

Large:
may be more than 100 ha

Strong

Quite often by purchase

® In Ghana, for example, a 1997 study showed there to be 800,000 small cocoa growers with an aver-
age area of agricultural land of 3 hectares, 60% of whom had less than 2 hectares and 80% less than
4 hectares (Owusu, 2002). In Benin, the average size of farms is 3.3 hectares (Minot et al., 2001).
In Mali, cotton is grown by more than 200,000 farming households of an average of 15 people, which
cultivate 10 hectares (Toulmin and Gueye, 2003)In Ghana, for example, a 1997 study showed there
to be 800,000 small cocoa growers with an average area of agricultural land of 3 hectares, 60% of
whom had less than 2 hectares and 80% less than 4 hectares (Owusu, 2002). In Benin, the average
size of farms is 3.3 hectares (Minot et al., 2001). In Mali, cotton is grown by more than 200,000 farm-
ing households of an average of 15 people, which cultivate 10 hectares (Toulmin and Gueye, 2003)
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However, family farms have several other advantages which illustrate their multi-

functional nature and deserve to be emphasized:

® They are based on a diversified and integrated range of activities, which enables
them to anticipate the consequences of fluctuations in climatic factors, cope with
the seasonal nature of agricultural income and limit the risks related to high depen-
dency on the market by giving priority to a balanced association between com-
mercial crops and crops directed towards fulfilling food needs.

® They have great flexibility and solid capacity to adapt, which enables them to
make the necessary adjustments in allocating their resources in response to
unexpected situations or indeed to seize the opportunities offered by the mar-
ket. This flexibility often does not exist in commercial farms which are gene-
rally highly specialised, depending on the formal financial system and consequently
highly vulnerable to fluctuations in financial markets and agricultural products.

® They are based on values of solidarity and retain strong community ties, which
is one of the key elements in the fight against poverty in the rural setting. Today,
these solidarity mechanisms are not just diversified, they have also to some
extent become more complex and subject to a high degree of organisation. The
various forms of “mutuality” centred on the supply of loans, the increasingly com-
mon formation of economic groupings, solidarity funds, cereal and seed banks,
are endogenous instruments that can contribute to reducing the vulnerability
of rural households.

® They organise their economic activities according to a hierarchy of objectives,
firstly consuming, secondly storing and finally selling, although in reality the sys-
tem is not quite so linear in nature. These strategic choices can be seen to be
particularly relevant in a situation in which income derived from agricultural
produce for export is severely affected by market liberalisation. Priority conse-
quently has to be given to food security in fighting rural poverty.

® They have solid innovative abilities and show a clear concern for conserving the
natural resources on which their survival depends. They consequently favour
sustainable agricultural practices, in contrast to commercial farms, which are dri-
ven more by short-term financial gain and therefore try to derive as much as
possible from natural resources through agricultural practices generally not
based on established principles of sustainability.

e Contrary to a widely-held view, they make use of the size of the population as
a means of combating vulnerability and of risk management. Capacity for diver-
sification and adaptation largely depends on the size of the farm population. Seve-
ral studies (Djurfeldt, 2005; Toulmin and Gueye, 2003; Mortimore, 2003) have
shown that the level of vulnerability of farms was often closely correlated with
the small size of the workforce. In the absence of a suitable level of mechanisa-
tion, the small size of the workforce limits the area of land farmed as well as
opportunities for diversification. Nuclear families are therefore often more vul-
nerable to the risks and cannot benefit from economies of scale in terms of pro-
duction, investment and diversification of income.
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[t is important to note, however, that family farms do not form a homogene-
ous category. They include several types of farm with highly variable levels of per-
formance and viability depending on their degree of security of tenure, the size
and quality of land holdings, the size and structure of the workforce and access
to finance and markets. In the classification of rural worlds presented in Box 6,
most family farms in Africa straddle types 2 and 3. What makes this classification
important is that it implies that political measures to be taken in favour of small-
scale farms must not be standardised but must instead take account of the speci-
fic needs of each type of farm.

Box 6: The three rural worlds

Rural world 1: globally competitive, strongly linked to agri-business, to producers
and processors of staple products; with solid political connections; geared towards
exporting; supporting the Green Revolution and transgenic technologies.

Rural world 2: geared towards the local market, with access to land and control
of tenure, multiple and diverse enterprises, under-capitalised, worsening commercial
conditions and serious risk of future impoverishment.

Rural world 3: fragile means of existence, limited access to production resources,
migrants with many activities straddling the rural and urban settings, lacking in
qualifications and education, dependent on cheap labour, marginalised by world
food production systems.

Source: Vorley in Toulmin and Guéye (2003)

3. Poverty and performance of the agricultural sector

Africa today faces poverty on a scale which constitutes a major obstacle to the
economic and social development of its populations. Around 80% of the popu-
lation survive on less than two US dollars a day, and there is a trend towards an
increase in poverty, Africa being the only continent in the world to have become
poorer since 1979. It is estimated that between 1990 and 2000 poverty in Africa
increased by 3%, whereas in all other regions of the world it decreased by about
7%. Over the same period, GDP per head of population fell from USD 595 to
USD 581.The number of people living in extreme poverty in sub-Saharan Africa
has almost doubled, from 164 million in 1981 to 315 million in 2000. In West
and Central Africa, extreme poverty affects around 40 to 45% of the population
(REPA, 2005). Furthermore, 33 out of the 49 countries classified by the UN as
“least developed countries” are in Africa (OXFAM, 2005). It should also be noted
that poverty has a severe impact in rural areas, where 70% of the poor popula-
tion live in a situation of extreme poverty.

There is a direct link between the performance of the agricultural sector and
the degree of poverty of the population of countries whose economy is largely
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dependent on agriculture. Consequently it is the countries or regions where agri-
cultural productivity has increased most that have attained the highest poverty
reduction levels. This has been the case in part of Asia as a result of the green revo-
lution, and according to DFID (2004) between 1961 and 2001 cereal production
in developing countries rose from 309 million tonnes to 962 million tonnes as a
result of an increase in productivity from 1.2 tonnes to 3.3 tonnes per hectare,
while agricultural production per head of population over the last 20 years has
fallen by 0.34% in sub-Saharan Africa, and this situation has a major adverse
impact on the survival of rural households because of the crumbling of incomes
and exacerbates food shortages (REPA, 2005). One of the consequences of this
situation is the failure of production to meet the needs of the population and the
increase in food dependency of sub-Saharan Africa, which currently imports
around 20% of its needs. According to Berthelot (2005), the value of food imports
rose by 14% between 1995 and 2002, while that of exports fell by 10%. With
specific reference to cereals, the volume of imports increased by 58% and that of
rice by 46% because prices fell by 27% and 35% respectively.

It should be emphasised, however, that this somewhat alarming overall picture
needs to be qualified, since performance levels vary quite widely from one region
to another. With regard to West Africa, it can be seen that the performance of the
agricultural sector varies substantially according to agricultural products and
countries. To take an example, while an appreciable drop has been observed in
production per head of certain traditional local cereals such as millet and sorg-
hum, particularly in the Sahel countries, increases, in some cases spectacular, have
been seen especially for tubers and cowpeas, so that while food production per
head has not increased, it has at least been maintained in many countries in this
sub-region (see Table 10).The situation is also highly variable for commercial crops.
Some of these (cotton, cocoa and groundnuts in particular) have continued to be
subject to very strong State intervention, despite the adjustment and liberalisa-
tion policies that have contributed to an increase in production due to the com-
bined effect of the increase in land area and in productivity, as in the case of
cotton, production of which showed a ten-fold increase between 1960 and 2005
(SWAC, 2005). However, these commercial sectors face a mounting crisis largely
due to the fall in world prices. Finally, despite the various droughts which have
followed one after another, the total number of livestock has increased in line with
the population, that is to say by between 2 and 3%.
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Table 10: Change in per capita production of major food crops, 1961-63 to 1997-99 (percent)

Country Cereal crops Root and forest crops Change
Ghana Rice, maize, millet, sorghum +59.8
Cassava, yams, plantains +66.3
Nigeria Rice, maize, millet, sorghum -1.2
Cassava, yams, plantains +76.3
Mali Rice, maize, millet, sorghum -26
Niger Rice, millet -24.2
Cowpeas +131.2
Cote d’Ivoire Rice, maize, millet +30.5
Cassava, yams, bananas, -28.5
plantains
Senegal Rice, maize, millet, sorghum -41.2
Cowpeas +33.3

Source: Toulmin and Guéye (2003)

3.1 Causes of the decline in agricultural performance and the increase in rural poverty

The performance of small-scale family farms is constrained by several factors, the
most critical of which are external and concern both national and international
policies and environmental conditions.

3.1.1 Causes linked to national policies

Agricultural policies are heavily influenced by options in relation to economic and
social development and the priority given to the various agricultural sectors. In
Senegal, for example, the decline of around 40% in cereal production per head
between 1960 and 2000 is largely due to political choices that have always favou-
red urban consumers by prioritising imports of cheap rice to the detriment of con-
sistent investment to support local cereal production. In the period after 1996,
the cost price of rice grown in Casamance villages was estimated to be five times
the market price if account is taken of all costs: transport, loss of earnings of those
who emigrate, tying-up of capital for storage etc. (SWAC, 1996). Despite the effort
put into relaunching this sector since the devaluation of the CFA franc in 1994,
the country still imports around 800,000 tonnes of rice, while local production
only meets around 20% of needs (IFAD, 2005). At the same time, the level of food
self-sufficiency has fallen from 138% in 1960-63 to 79% in the 1990s (Broutin
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et al., 2000). This food bill weighs heavily on the meagre State budget and repre-
sents a large loss of earnings for the rural sector. Similarly, in Niger the develop-
ment of the agricultural sector has long suffered from the priority given to uranium
as the pillar of the economic and social development of the country. Unfortuna-
tely, the decline in this sector has coincided with the establishment of structural
adjustment policies in the 1980s and the devaluation of the CFA franc in 1994.

In addition, the wish of many African countries to try to reproduce the Asian
model comes up against the complexity of the constraints specific to the region,
such as the smallness of the markets, the more heterogeneous agricultural clima-
tic conditions, the more marked deterioration in international market conditions
with the fall in prices for staple products and the concentration of power, as well
as the emphasis put on market liberalisation which has been resulted in the State
pulling out of the funding of agriculture (Dorward et al. 2005) .

Table 11: The major causes of hunger and the barriers to reduction in rural poverty

Scale Fields Determining factors

¢ Distance (towns, markets and infrastructures)

Marginalisation | ® Environment (soil quality, access to water for irrigation,
erosion etc.)

® Access to services (agricultural extension and advice,
credit, storage infrastructures, access to markets etc.)

Local and Access to e security of tenure for the majority or concentration of
national production tenure
resources and ® access to land for the landless, seasonal migrants, small
tenure policies producers.

o Access to water and fishing areas
o Access to biological diversity

Budget e Priority choices in relation to public investment
allocation ® Budget transparency

¢ Orientation of public development assistance
Rural e Diversification of job opportunities
employment e Labour legislation

® Social security

Other policies | ® Structural adjustment

e Attracting Direct Foreign Investment (DFI)
® Privatisation of basic services

Prices, e Extractive industries

dumping e HIV/AIDS

e Export subsidies and other dumping policies (food aid)
¢ Comparative advantages acquired

¢ Other market-distorting measures

International | Markets ® Degree of concentration of powers
¢ Imperfect competition (monopolies, oligopolies etc.)
Political ¢ Conditions attached to budget allocations, tenure
dialogue policies and reforms, laws on extractive industries,

macro-economic guidance
e Possible ways of strengthening the power of large companies
in a context in which they have high negotiating power.

Source: Windfuhr et al. (2005)
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3.1.2 Causes related to weak consideration given to agriculture in the DSRPs

The adoption of poverty reduction strategies and the Millennium Development
Declaration launched in 2000 ushered in a new era in which instead of the usual
sectoral reforms, the community of backers appears to opt for the creation of syn-
ergies for the various sectors, structuring their actions around a number of com-
mon aims principally geared towards poverty reduction. But for many develop-
ment actors, these new options take on the appearance of a new form of adjustment
because, once again, they result more from a decision by the backers than from a
deliberate choice by African states. In addition, the use of resources made availa-
ble in the framework of the HIPC initiative is subject to such limiting conditions
that many countries still find it difficult to make use of them in accordance with
national priorities. Finally, these strategies have not been conceived and imple-
mented in a sufficiently inclusive way to enable the rural organisations to influ-
ence the contents of these programmes, hence the inappropriate nature and lack
of targeting of actions on behalf of the groups who most need them. Fall (2005),
analysing the linkage between the PRSPs and agricultural policies in West Africa,
shows a number of limits. Firstly, the sectoral agricultural programmes (rural
infrastructure programmes, agricultural services support programmes etc.) which
preceded the Poverty Reduction Strategies do not tie in with these but are imple-
mented in parallel. Secondly, the targeting of poor and vulnerable groups has para-
doxically not been addressed adequately in the PRSPs and in agricultural policies.
Thirdly, the re-emergence of a development service within the technical minis-
tries remains an unfulfilled prerequisite for the restoration of State public services
in the fight against poverty. Structural adjustment policies have led to a weake-
ning of the ability of the State to intervene. In Niger, for example, the ONPV, which
has played such a vital role in regulating cereal markets and distributing food aid
during crisis periods, has seen a reduction in its staff numbers from 600 in the 1980s
to around thirty today, which has reduced its ability to intervene. Finally, the struc-
ture of inequality underlying poverty has not been addressed either by the PRSPs
or by agricultural policies. These inequalities relate for instance to the issue of tenure
reform, the position of small-scale family farms, gender inequality, market access
etc.

3.1.3. Causes linked to structural adjustment policies and market liberalisation

But it is without doubt structural adjustment policies that have had the most dra-
matic consequences for rural producers. With the closing-down of public access
programmes for credit to purchase seeds, fertilisers and agricultural equipment,
as well as the dismantling of marketing offices, smallholdings, which make up more
than 80% of farms, have been unable to invest consistently in improving their pro-
duction technology and have been obliged in most cases to adopt agricultural exten-
sification strategies with all the consequences these have for the management of
natural resources. By way of illustration, average fertiliser consumption was 16 kg/ha
in sub-Saharan Africa, with the lowest levels found in Central Africa (around 3

kg/ha) and the Sahel (around 4 kg/ha) (Kelly, 2005). Only commercial agricul-
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ture has been able to derive some advantage, as the pull-out by the State has only
partially affected the large exporting industries. In Senegal it has been observed
that, because of this change in policy, peasants had an interest in increasing
groundnut production: profitability in terms of land area and labour was 1.6 and
1.4 times higher than in the case of cereals. These policies are factors which
explain the trend towards a decline the yields of the main cereal crops. While in
other regions of the world 80% of the increase in food production is due to the
increase in agricultural productivity, in Africa it is expansion of cultivated land
areas that explains 70% of such increases (Dorward, 2004).

In addition, the establishment of adjustment programmes has been accompa-
nied by a large decrease in public development aid intended for agriculture. Des-
pite an increase of 65% in the total volume of Public Development Aid, from USD
37.1 billion to USD 61.4 between 1980 and 2002, the share of agriculture (expres-
sed in 2002 dollars) has fallen from USD 6.2 billion to USD 2.3 billion, or as a
relative value from 17% in 1982 to 3.7% in 2002. Africa's share has fallen by half
over the period under consideration. This situation has contributed substantially
to the decline in investment in favour of the agricultural sector, and Africa is the
only region where investment per person employed in agriculture in research has
continued to fall since 1970. This ratio fell from USD 11.3 in 1976 to USD 9.4
in 1995, while it rose from USD 3.8 to USD 10.2 and from USD 26.0 to USD
45.9 for Asia (excluding China) and Latin America respectively (Jowet et al., 2004).
The low level of resources allocated to agriculture has consequently not allowed
consistent investment in technology through the funding of research, agricultu-
ral extension, access to credit, the establishment of markets etc.

Table 12: Trend in PDA in favour of the agricultural sector.

Agricultural public Total Public %Agricultural
development aid Development Aid public development
(billion $) (billion $) aid

1980 6.6 37.1 16.7

1985 6.6 40.0 16.6

1990 5.4 44.8 12.0

1995 3.0 38.9 7.6

2002 2.0 61.4 3.7

3.1.4 Causes linked to unfair rules in international trade

International trade has had a dramatic impact on small-scale African producers
over the last ten years. The problems largely result from infringement of trade rules
by European countries and the United States, whose subsidies granted to their
producers make African agricultural products uncompetitive. Some 1-2 million
families in Africa produce cotton and around 16 million people depend directly
or indirectly on cotton production. Global production rose from 200,000 tonnes
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in the 1970s to around 1,037,000 in 2003. Unfortunately, world prices have
tumbled by half since the mid-1990s. These prices today are at their lowest level
since the great depression of the 1930s. This has had a dramatic impact on West
African economies, and it is estimated that this fall in prices has caused a loss of

export revenue of the order of 12%, 8% and 9% for Burkina Faso, Mali and Benin
respectively, equivalent to 1%, 1.7% and 1.4% of their GDP (OXFAM, 2002).

Table 13: Change in world prices for primary products, 1970-98 (%)

Period
Staple product 1970-80 1980-90 1990-98 1980-98
Cotton 13 - 36 -24 -51
Cocoa 35 -65 27 -55
Coffee 5 -74 48 -61
Palm oil -22 - 64 123 -20

Source: Toulmin and Guéye, 2003

In addition, Minot and Daniels (2002) show that a 40% reduction in cotton pri-
ces in Benin could lead to a rise in the incidence of poverty from its current level
of 37% to 59% among cotton growers and from 40% to 48% for all producers. One
of the first responses of the producer to the fall in prices is to increase the land area
under cultivation to preserve a more or less stable level of income. This puts fur-
ther pressure on tenure resources, since the price levels do not provide an incen-
tive to invest in order to improve the technology. Technology plays a major role in
the performance of farms (see Table 13). Other sectors such as meat, dairy pro-
ducts and cereals suffer from the same types of distortion, and international trade
rules are among the most significant factors in reinforcing rural poverty in Africa.

Box 7: European dumping on the poultry market

The European agricultural sector faces a number of difficulties: job losses and dis-
placement of populations, declines in gross profit margins, fierce competition
from emerging countries (Brazil and Thailand). Agri-food companies are in an awk-
ward situation which compels them to export more. European exports to Africa
amount to more than 9 million poultry a year. In Senegal, the volume of exports
of frozen chicken has increased ten-fold in five years, from 11,950 tonnes in 2003
to 1,137 imported tonnes in 1999. In addition, it is estimated that between 1995
and 2002 around 70% of poultry farms have been forced to close. In Cameroon,
the volume has increased from 976 tonnes of frozen chicken in 1996 to 22,154
tonnes in 2003. This phenomenon is due to several factors. First of all, the mas-
sive importing of chickens is partly due to the crisis the European market is cur-
rently experiencing. The export product is sold at 0.5 euros per kg in Africa,
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while local chicken is sold at between 1.80 and 2.40 euros. Small-scale African
farmers are forced into bankruptcy by these dumping practices. According to a
study conducted in Cameroon in 2002, only 8 in 100 farmers met in 1996 were
still involved in agricultural activity in 2002. These difficulties have repercussions
for the many jobs linked to the industry (hauliers, pluckers).

Source: Vacher, 2004

Tahle 14: Performance of farms according to size and level of mechanisation,
CMDT region, Mali

One tractor | Atleasttwo | A single Labour
only pairs of oxen | pair of oxen
Number of cases studied 25 15 15 15
Number of persons/farm 31.2 15.3 15.3 15.3
Total agricultural land area (ha) 34.8 15.9 15.9 15.9
Agricultural land area/person (ares) 112 104 104 104
Total days of work/person 88 89 89 89
Total days of work/ha 79 86 86 86
Net income from agriculture in
CFA francs 1018 000 436 000 436 000 436 000
Net income from agriculture:
CFA francs/ha 29 000 27 000 27 000 27 000
Net income from agriculture:
CFA francs/person 33 000 29 000 29 000 29 000
Net income from agriculture from
agriculture: CFA francs/day of work 372 320 320 320

3.1.5 Causes linked to climatic conditions

Climatic conditions are another factor determining the performance of the agri-
cultural sector in Africa. Some countries obviously face greater variability than
others in rainfall from one year to another. Overall, rainfall, ground cover and vege-
tation have undergone great changes throughout West Africa over the last 30 years.
The arid Sahel region has been most affected by the changes in rainfall patterns,
owing to a fall of 20 to 30% in expected rainfall between 1931-60 and 1961-90
(Hulme, 1996) and more unpredictable seasonal distribution. The droughts of the
1970s and 1980s led to large-scale migration of crop and livestock farmers towards
the south in a search for areas with more ample water. This led to the clearing of
many areas of forest land in coastal and savannah regions, as well as the displace-
ment of a large number of farmers in heavily populated regions towards less den-
sely populated areas, in a search for land. It is estimated, for example, that in Ghana
cultivated land only occupied 14.5% of the national land area in 1961, compared
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with 25.5% in 1995. This increase in land area is due to several factors, including
demographic growth, migration as has happened in the west and south-west of
Burkina Faso, where more than 80% of the land is farmed by people who have
come from elsewhere, agricultural mechanisation, re-conversion in agriculture of
certain groups such as livestock farmers after the droughts (Toulmin and Guéye,
2003). Some countries are experiencing a particular situation. Only 12% of the
territory of Niger is suitable for agriculture, while the size of the territory (around
1,200,000 km2) imposes a constraint as it requires high financial input to esta-
blish the infrastructures necessary to facilitate access to markets for the popula-
tion.

4. Some aspects of agricultural policies in favour of smallholdings

Both retrospective and prospective reflection is necessary to define suitable poli-
cies, as the changes that have taken place over the last few decades, major trends
and current challenges which are becoming apparent for the next few years are
key elements to be taken into account in policies to be formulated.

4.1 Principal changes over the last 40 years

e Substantial increase in the area of cultivated land resulting from the combina-
tion of several factors, including demographic growth, migration, mainly exten-
sive crop-growing practices, the development of mechanisation and the settling-
down of certain nomadic populations who have lost their livestock as a result
of the various droughts. As the amount of cultivated land expands, available land
is in increasingly short supply, particularly in areas of high potential. To take an
example, the cultivated land area per farm in the area of the Office du Niger
has decreased from 7.5 ha in 1978 to 2.49 ha in 2002, a period during which
the number of beneficiary families rose from 5,000 to more than 23,000, repre-
senting an increase of more than 400%, while the developed land area increa-
sed over the same area by less than 60% (Coulibaly et al, 2005).

® The environmental changes that have taken place, with a decrease in rainfall of
around 20 to 30% between the periods 1931-60 and 1960-90, particularly in
the Sahel part of West Africa. This situation has contributed to agricultural
migration and bringing new areas of land into cultivation.

® An increase in conflicts related to access to natural resources in several areas;
some of these at first locally restricted conflicts have taken on a national dimen-
sion (Cote d’Ivoire) or a trans-boundary dimension (Senegal-Mauritania in
1989). It will take several years to resolve the problems related to such massive
population movements. Senegal, for example, still harbours several thousand refu-
gees in the valley of the River Senegal, where pressure was already great.

® The devaluation of the CFA franc in 1994 had an adverse overall impact, because
although it initially gave a boost to certain sectors such as livestock farming, by
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improving their competitiveness, this bright period was a brief one owing to the
devastating effects of subsidies on important animal products. It also had the
effect of raising prices for agricultural inputs and limited the opportunities for
small producers to invest.

® The urban population has grown particularly rapidly in West Africa. At the cur-
rent rate of population growth (2.7% per annum), the population will double
in the next 25 years, leading to a two-fold increase in demand for food. In 1969,
the urban population of West Africa only accounted for 13% of the total popu-
lation, while in 1990 the small and large towns contained 40% of the total
population and it is predicted that 60% or more of the region's population will
live in an urban setting in 2020 and there are likely to be 300 towns and cities
with more than 100,000, compared with 90 in 1990 (Toulmin and Gueéye,
2003). However, this population growth creates market opportunities and
encourages investment to increase agricultural productivity. An illustration
drawn from the Maradi Department in Niger is presented in Box 8.

Box 8: Population growth as a factor in agricultural intensification

A study conducted in the Maradi Department by Mortimore et al. (2001), co-
vering the period 1960-2000, showed that despite the combination of certain fac-
tors such as the deterioration in rainfall patterns, increased competition for land
tenure resources, increasingly severe shortages of animal manure and of crop resi-
dues and labour shortages due to the rapid expansion of cultivated areas, farmers
in the Maradi Department have broadly succeeded in maintaining cereal production
per inhabitant over the period under consideration at around 260 kg/inhabitant,
a far higher level than the minimum level usually required of 200 kg/inhabitant
after threshing and storage losses. This performance results from a combination
of several factors. Firstly the growth in population density in rural areas may
make a process of agricultural intensification easier owing to an increase in agri-
cultural labour per ha, growth in markets and lower interaction costs. Secondly,
better access to profitable urban or external markets may provide incentives and
funds for peasant households, persuading them to invest in improvements in pro-
ductivity and conservation of natural resources. Thirdly, technical change and the
diversity of appropriate technical options are facilitated by the growth of the popu-
lation, urbanisation, interaction and the circulating of information. Fourthly, in a
context in which there is an increasing shortage of land, the response of increasing
agricultural productivity favours integration of livestock breeding with crop-
growing and the protection of ligneous products on land occupied by rain crops.
Finally, the diversification of income, together with access to education and tem-
porary or permanent migration, may enable funds to be generated which may be
invested in the agricultural sector, and may also form a major part of integrated
strategies used by households to provide their subsistence.

Source: Mortimore et al (2001)
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e Large social changes are also observed. They relate to a fragmentation of large
families into smaller units and increasing individualisation of risk and crisis
management strategies. In many cases these small family units have moved into
other areas where, with agricultural wage-earners and other seasonal activities,
they have attempted to create capital of their own (equipment, land etc.).
However, although this strategy allows the effects of crises to be managed in terms
of the economic cycle, they increase the vulnerability of these small units which
are often created in structural situations of insecurity of tenure and loss of the
advantages offered by the wider family. A strengthening of the economic role
of farms has also been observed, particularly through their involvement activi-
ties downstream of production, such as processing and sale of agricultural pro-
duce.

® The emergence and strengthening of peasant organisations which have become
essential parties in the definition and implementation of agricultural policy in
Africa is another significant change observed over the last 30 years.

e Obtaining of food consumption models from outside has developed in the
urban setting and increasingly affects rural areas. In West Africa rice, most of which
is imported, is increasingly becoming established as a staple food and is increa-
sing the food dependency of the region. This situation results from a combina-
tion of several factors such as the weakness and irregularity of the supply of local
cereals, their high price during certain periods, the lack of an organised marke-
ting system and problems related to processing, while rice is a ready-for-use pro-
duct.

e The diversification of income sources and the increasingly important role of migra-
tion, whether it is seasonal or long-term. In the large areas of emigration in Sene-
gal, Mali, Burkina Faso and Mauritania, transfers resulting from migration have
become the principal source of cash income.

4.2 The principal trends and new challenges

Certain changes which have been apparent in the last few decades will certainly
continue in the future. This applies particularly to population growth, the spee-
ding-up of processes of urbanisation and consequently the increase in demand for
food. Other changes which are becoming increasingly clear will be reinforced. These
are strengthening of the role of the private sector in agricultural development, the
increasingly important position of good governance and inclusion in the formu-
lation and implementation of agricultural policies, the professionalisation of pea-
sant organisations, the development of information and communication techno-
logies which can facilitate access to information on markets, the role of sub-regional
organisations such as NEPAD, ECOWAS and UEMOA in the harmonisation of
national agricultural policies and in the process of the strengthening of economic
integration. However, there is a risk that a number of challenges will pose major
obstacles to the development of agriculture in Africa. The following may be men-
tioned in particular:
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e Strengthening of the concentration of economic powers in the hands of a small
number of increasingly integrated multinational companies, which will boost
their power to control both the trade in agricultural products and the trade in
the principal input materials. Among the main consequences, mention may be
made in particular of the speeding-up of the process of States ceasing to have
the legal right to formulate agricultural policies, loss of income and exacerba-
tion of the dependency and vulnerability of African peasants. According to
Osorio (2002), as a result of the concentration there are significant imbalances
between consumer prices and prices paid to producers. In the coffee sector, pro-
ducer countries received around 10-12 billion dollars in revenue in the 1990s,
or around a third of the total value. Today, income obtained by exporting coun-
tries has fallen by half (to around 5 billion dollars), while the income of distri-
bution chains has doubled.

® There is a risk of the opening-up to competition of African markets under the
EU-ACP Economic Partnership Agreements, together with the strengthening
of non-tariff barriers (health standards, standardisation etc.) to the entry of Afri-
can products into the European market threatening the survival of African
smallholdings. This risk is far greater than any benefit Africa might derive from
the anticipated lifting of subsidies in 2013.

4.3 Some positive trends noted in the context and political debate
The question of the future of West African agriculture has been a major item on
the agenda of regional and sub-regional organizations over the last few years. It
is reassuring to note that the content of political debate has changed in a positive
direction, particularly on particular issues which have long been controversial. These
are, in particular, the role and position of smallholder farming in agricultural
development in West Africa. The following are some examples of recent changes
in political debates or the orientation of new legislation:

® The common agricultural policy of ECOWAS and come recent national agri-
cultural legislation (Senegal, Mali) now recognize smallholdings as the princi-
pal pillars for the modernization of agriculture in West Africa. This issue has been
the subject of much debate and has stoked the controversy involving represen-
tatives of peasant organizations and their partners on the one hand and certain
political decision-makers for whom it is only through agri-business that the pro-
blems of African agriculture can be solved on the other.

e Other innovations relate to recognition of the occupation of crop or livestock
farmer as a profession which must benefit from the same social protection
mechanisms as apply to wage earners; recognition of pastoral mobility as a form
of utilization and a sustainable method of management of natural resources in
arid regions and the need to establish flexible and appropriate tenure policies.

® The agricultural policy of NEPAD recognizes the role that smallholdings can
play in food security and at the same time urges African states to base them-
selves examples of good local practice in relation to agricultural innovation and
to promote them, before initiating new programmes.
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e The agricultural policy of ECOWAS recognizes the weakness of public invest-
ment intended for agriculture and asks states to increase the proportion of their
budgets allocated to this sector to 10%. In so doing, it adopts an old demand of
the peasant organizations.

e At the international level, limits in the implementation of PSRPs, particularly
with regard to the involvement of rural population in reviews, have led some
international institutions to consider strengthening the capacity of peasant orga-
nizations to allow them to establish their own mechanisms for monitoring the
implementation of PSRPs, in order to ensure that the priority nature of agricultural
development is reflected in the allocation of resources. In addition, the Paris Decla-
ration commits European countries to increase the volume and effectiveness of
aid to make it easier to attain the MDGs and gives itself the means and time-
table to achieve this.

e At the level of communities, the response of mutual learning and networking
to promote sustainable local innovations is becoming increasingly common.
These various developments represent openings and opportunities which the
peasant organizations must seize to in order to persuade states and backers to put

these various commitments into reality.

4.4 Principal elements for a West African agricultural policy

The aims and contents of agricultural policies must take account of the con-
straints faced by farms, the changes and new trends, as well as the challenges which
now await West African agriculture. The principal elements are illustrated in
Figure 13.There are several underlying arguments. Firstly, given the very high degree
of food dependency of the region and the increasingly severe difficulties in
gaining access to the international market, priority must be given to food secu-
rity and sovereignty. Secondly, access to markets, improvement of technology
and security of tenure are three key conditions for the development of West Afri-
can agriculture. Thirdly, the fragility of the different ecosystems in the region, as
well as the costs associated with acquiring certain inputs and equipment suggest
that priority should be given to sustainable agricultural practices to preserve the
environment. Finally the sustainability of policies will depend in large part on the
existence of strong rural institutions which are capable of participating in the for-
mulation and implementation of agricultural policies. From this point of view, it
will be necessary for the role of peasant organization to be further strengthened
in the future.
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Figure 13: Basic conditions for adapted agricultural policies
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4.4.1 Giving priority to food security and sovereignty

The effects of market globalisation mean that the food issue today does not sim-
ply concern availability and physical accessibility but relates more to sovereignty
in choice of agricultural and food policies. According to Windfuhr et al. (2005),
food sovereignty relates to the right of populations to chose their food and their
type of agriculture; to protect local agricultural production and trade with the aim
of achieving the objectives of sustainable development; to define the degree of
self-sufficiency they wish to achieve; to reduce the dumping of imported products.
Food sovereignty does not repudiate trade, but it aims more to promote trade poli-
cies and practices which serve the rights of populations to healthy and safe food
and to ecologically sustainable production.

Box 9: Via Campesina’s Seven Principles to Achieve Food Sovereignty

1. Food: A Basic Human Right — Everyone must have access to safe, nutritious
and culturally appropriate food in sufficient quantity and quality to sustain a
healthy life with full human dignity. Each nation should declare that access to
food is a constitutional right and guarantee the development of the primary sec-
tor to ensure the concrete realization of this fundamental right.

2. Agrarian Reform — A genuine agrarian reform is necessary which gives land-
less and farming people — especially women — ownership and control of the land
they work and returns territories to indigenous peoples. The right to land must
be free of discrimination on the basis of gender, religion, race, social class or ide-
ology; the land belongs to those who work it.
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3. Protecting Natural Resources — Food Sovereignty entails the sustainable care
and use of natural resources, especially land, water, and seeds and livestock breeds.
The people who work the land must have the right to practice sustainable mana-
gement of natural resources and to conserve biodiversity free of restrictive
intellectual property rights. This can only be done from a sound economic basis
with security of tenure, healthy soils and reduced use of agro-chemicals.

4. Reorganizing Food Trade — Food is first and foremost a source of nutrition and
only secondarily an item of trade. National agricultural policies must prioritize
production for domestic consumption and food self-sufficiency. Food imports
must not displace local production nor depress prices.

5. Ending the Globalization of Hunger — Food Sovereignty is undermined by mul-
tilateral institutions and by speculative capital. The growing control of multi-
national corporations over agricultural policies has been facilitated by the eco-
nomic policies of multilateral organizations such as the WTO, World Bank and
the IMF. Regulation and taxation of speculative capital and a strictly enforced
Code of Conduct for TNCs is therefore needed.

6. Social Peace — Everyone has the right to be free from violence. Food must not
be used as a weapon. Increasing levels of poverty and marginalization in the coun-
tryside, along with the growing oppression of ethnic minorities and indigenous
populations, aggravate situations of injustice and hopelessness. The ongoing dis-
placement, forced urbanization, repression and increasing incidence of racism
of smallholder farmers cannot be tolerated.

7. Democratic control — Smallholder farmers must have direct input into formu-
lating agricultural policies at all levels. The United Nations and related organi-
zations will have to undergo a process of democratization to enable this to become
a reality. Everyone has the right to honest, accurate information and open and
democratic decision-making. These rights form the basis of good governance,
accountability and equal participation in economic, political and social life, free
from all forms of discrimination. Rural women, in particular, must be granted
direct and active decision-making on food and rural issues.

Source: Windfuhr and Jonsén (2005)

From this point of view, in addition to promoting the production of local cereals
through the establishment of various incentive measures, national consumers will
have to be protected against products the consumption of which entails risks and
to ensure that the principles outlined in Box 9 are applied.

4.4.2 Facilitating access to markets

With globalisation, African peasants are in a situation in which they do not have
any control or influence over the rules that govern the international market.
Drawing the implications of this situation, peasant organisations argue that sta-
tes should give priority to national, sub-regional and regional markets. This involv-
es, among other things, better protection of national markets against the dumping
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of European and American products (taxation, limitation of imports of particu-
lar products, application of food standards following the example of European coun-
tries in particular with regard to poultry or certain dairy products which pose thre-
ats to the health of populations). From this point of view it will be necessary to
explore the openings offered by WTO documents, because measures of this kind
will only be possible if they tie in with regulations governing international trade.
But the decision recently taken by the Cameroon government to prohibit imports
of poultry pieces shows that openings do exist. It will also be necessary to esta-
blish infrastructures to facilitate the movement of products within countries and
between countries and incentive measures for local cereal production (minimum
guaranteed price to the producer, investment programme to improve processing
methods etc.).

4.4.3 Improving technology and favouring sustainable agricultural practices

To face up to the challenges associated with the increase in local demand for agri-
cultural products and the demands of competitiveness, emphasis will have to be
put on increasing productivity through an improvement in technology. The sig-
nificance of the increase in agricultural production and productivity in the fight
against poverty is widely recognized by most parties involved in rural develop-
ment. Dorward et al (2004) emphasise impacts such as the increase in rural in-
comes, the lowering of food product costs which take up most of the budget of
poor households, stimulation of the non-agricultural economy in the rural setting
through ways of diversifying activities and support for the establishment of pro-
gressive economic transition to move from an agrarian economy to a service and
processing economy.

Today, the issue of investment to improve the productivity of African agricul-
ture features among the main priorities of agricultural policies. The policy of
NEPAD identifies the improvement of technology as one of the pillars in the deve-
lopment of sub-Saharan agriculture. However, to increase the productivity of the
agricultural sector it is necessary to step up investment in favour of agriculture
well beyond its present level and to give priority back to agricultural research.
Lessons must, however, be drawn from past experience in relation to technology
transfer, making the programme-formulating processes more inclusive. From this
point of view, it will be a matter of institutionalising the participative develop-
ment of technology which takes as its point of departure peasant innovations and
which, through close partnership between researchers, peasants and extension
workers, contributes to the development of technologies that meet specific con-
straints and needs. Finally, in the specific case of West Africa, where access to and
control of water are governing factors in agricultural productivity, appropriate tech-
nologies which allow this constraint to be increased or reduced must be strongly
supported. The region is well endowed with innovative experiments in which sus-
tainable solutions have been developed with notable levels of productivity. Some

of these innovations have taken place as a result of support for partner structu-
res (PATECORE and PAF on the central plain of Burkina Faso being examples),
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while others are the result of internal initiatives which reflect the ability to inno-

vate and degree of resilience of rural populations.

Although technologies which make use of external inputs are to be favoured
in certain circumstances, the specific features of the production environment of
the majority of poor peasants in West Africa (little access to markets and input
materials, small economies of scale, extensive agricultural practices etc.) suggest
that particular attention should be given to sustainable agricultural practices. The
latter are based on utilising the individual know-how and skills of peasants, as well
as existing local social capital to solve common problems. The technologies deve-
loped are appropriate to the local contexts and conditions and are often the out-
come of the innovation and ability to adapt of agricultural systems in the face of
risk and uncertainty. They are based on utilisation of the potential of existing natu-
ral resources and are deserving of being promoted since access to external inputs
still remains difficult owing to the dramatic reduction in State support for the agri-
cultural sector. According to Pretty and Hines (2001), the following sustainable
agricultural practices may contribute to improving agricultural productivity:

1. Intensification of a component part of the agricultural system (without a sub-
stantial change in the other component parts) such as the production of vege-
tables or fruit or grazing

2. Addition of new production component in the system, such as fish-farming or
agro-forestry, which allows total production and operating incomes to be incre-
ased without any major impact on cereal productivity

3. Better use of natural capital to increase total farm production, particularly the
collection of rainwater or improvement of irrigation systems, or the restoration
of degraded land, allowing the area of cultivated land to be increased or pro-
duction to be intensified on areas of land already occupied.

4. Increasing productivity per ha through the introduction of new regenerative
elements, such as the integrated pest control.

5. Increasing productivity per ha through the introduction of new varieties or spe-
cies suited to local conditions

4.4.4 Establishment of suitable tenure reforms

Land is the most precious asset for poor rural populations. Guaranteeing access
to land tenure is a key condition to enable producers to invest in technology, improve
the productivity of their farms and improve their livelihood. Insecurity of tenure
and difficult access to relevant natural resources (water and pasture) are major
factors in deciding who wins and who loses in the processes of agricultural change
and in the dynamics of conflicts (Hussein et al., 2005). Any policy which aims to
develop agriculture in Africa must give priority to tackling a reform of tenure, based
on principles of fairness. However, on the ground several situations involving
pressure relating to tenure are observed which have the potential to result in con-
flict, and their complexity must be carefully considered in the tenure policies to
be established. Firstly, the rapid growth of African towns and the demand for agri-
cultural products to which this leads have
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Box 10: Investment in soil conservation bears fruit in Burkina Faso

The central plateau of Burkina Faso has undergone many changes over the last

20 years (Chris Reij, Vrije Universiteit, Amsterdam, personal communication.).

With annual rainfall of 500 to 700 mm, it is characterised by poor soils and a high

population density (up to 100 people per km?2). In 1980, this region was consi-

dered to be the most severely affected in Burkina Faso. Vegetation was disappe-

aring rapidly, cereal yields averaged 400 to 500 kg per hectare, the level of the water

table was rapidly falling, while between 1975 and 1985 up to 25% of families left

the villages to settle in regions with better potential. The development of soil and

water conservation (SWC) methods over the last 15-20 years has contributed

towards remedying some of these problems and has led to substantial improve-

ments, in particular:

® Yields of sorghum and millet have greatly increased and the food security of house-
holds has improved.

® The process of deterioration of vegetation has been halted on farmed plots of
land on which the soil and water conservation techniques have been adopted
(more than 100,000 ha restored).

® increased investment in livestock by men and women is observed, as well as more
intensive livestock production, producing more manure to improve soil ferti-
lity.

® More fodder is available for livestock, as a result of the regeneration of vegeta-
tion.

* A large number of villages have noted a rise in water levels (+ 5 m or more),
as a result of the increased infiltration of rainfall and runoff.

e Rural-rural and rural-urban migration has decreased since the SWC program-
mes started.

® The organisational ability of villagers has improved.

® The local population considers there to have been a substantial reduction in rural
poverty (up to 50%) between 1980 and 2002.

® The cumulative impact of SWC is also observed in agricultural statistics at pro-
vincial level. In the province of Bam, for example, the cultivated land area has
not increased as predicted, but has decreased slightly since 1989, while cereal
yields have gone up by 50%.

If villages with and without SWC are compared, it is clearly apparent that the intro-
duction of low-cost SWC, by reducing risks and boosting productivity, has made
a great contribution to triggering agricultural intensification and improvement of
the environment. Other factors are also involved. The devaluation of the West Afri-
can currency (the CFA franc) in early 1994, for example, stimulated investments
in livestock, while improvement of the major roads linking Ouagadougou and the
two regional capitals reduced travel costs and allowed traders in Cote-d’Ivoire,
Ghana and even Nigeria to send their trucks to the province of Yatenga to buy
seeds, dolichos and vegetables.
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contributed to the development of highly dynamic peri-urban agriculture which
is, however, accompanied by heavy pressure on tenure due to multiple uses. In
many cases small landowners have been forced to give up their land under pres-
sure from political or financial lobbies. Secondly, areas of high agricultural poten-
tial increasingly attract new agricultural entrepreneurs, known as “new actors”. The
latter occupy large areas of land which have often been acquired with the com-
plicity of the traditional powers to the detriment of small producers. Studies con-
ducted recently in Burkina Faso, Senegal and Niger (Ouedraogo, 2001; Touré, 2004)
have shown a low level of utilization of this land of around 30% and low econo-
mic performance and adverse impact of crop-growing practices on the environ-
ment. Thirdly, in areas used for herding, the moving of the boundaries of agricultural
areas is leading to a steady reduction in areas used for herding livestock. This situ-
ation is leading to an increase in conflicts between arable and livestock farmers,
some of which end in a bloodbath (as was recently the case in Niger). Fourthly,
in areas in which agricultural migrants settled several years ago, economic diffi-
culties have forced native populations who were previously involved in other acti-
vities into agriculture. In some countries this has led to the rights of populations
considered to be non-native to be questioned.

The complexity of the situation in the implementation of tenure policies is there-
fore clearly apparent. It is consequently important to make sure that the techni-
cal debate (register of land tenure as opposed to a more flexible system) does not
cover up far more important aspects relating to strengthening of the role of land
tenure in local development. Several experiments show that in the rural setting
title is neither necessary nor sufficient for security of tenure. On the contrary, the
emphasis must instead be put on strengthening local institutions responsible for
land management and conflicts related to this, in particular new institutions resul-
ting from decentralisation. The best systems for ensuring security of tenure are
those that are based on systems known to the community concerned and in addi-
tion are simple, endogenous and flexible (Quan et al., 2005). It is thus apparent
that tenure policies must take account of the diversity of situations and retain some
flexibility in application so that they can be adapted to constantly changing situ-
ations.

4.4.5 Strengthening the organisations of producers and their participation in the definition of
agricultural policies

The peasant organisations in West Africa have become strong structures with a
good ability to make proposals and negotiate. Several factors have contributed to
this trend. Firstly, in contrast to the cooperatives set up by the state, the peasant
associations have resulted from awareness among the local communities which,
in response to the failure of the State, have felt a need to learn to look after them-
selves. Secondly, the various droughts and policies of pulling-out of commitments
by the state advocated in the 1980s have enabled populations to accept areas of
responsibility vacated by the state; they have consequently taken on functions tra-
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ditionally fulfilled by the state, such as setting up credit programmes for inputs
and gap bridging, the technical training of peasants, strengthening of their role in
setting up extension programmes etc. Thirdly, following the model of other orga-
nisations in civilian society, it benefits from the enlargement of areas of expres-
sion in many West African countries. This development has taken place on various
scales. First of all, at the national level, peasant organisations have understood that
they will have greater power to exert influence if they are able to pool their for-
ces. It is for this reason that, particularly in the various French-speaking countries
of West Africa, there are central national organisations that represent rural pro-
ducers. They have also quickly come to understand that their credibility will
depend on their ability to make proposals. In this context, most of the national
organisations have an executive branch composed of technical staff recruited and
given responsibility for supporting them in formulating proposals on topical
issues. Finally, this organisational effort at national level has been extended at the
regional level with the setting-up of ROPPA, which is given responsibility among
other things for ensuring that initiatives taken in the various countries are coor-
dinated and in particular for representing peasant organisations on regional and
sub-regional bodies responsible for formulating agricultural policies.

The boosting of the power of peasant organisations to exert influence can be
illustrated by several recent examples. Recognition of the role of small-scale
family farms in the modernisation of agriculture in the agricultural policy of
ECOWAS is the result of a battle waged by the peasant organisations, since until
recently several West African decision-makers still harboured firmly-held preju-
dices about family farms, which they considered to be archaic and incapable of
driving the transformation of agriculture. In Senegal, the peasant organisations have
persuaded the government to withdraw from the Agro-Silvo-Pastoral Act the
part concerning land tenure, arguing that this does not conform to their vision and
that it was necessary for it to be discussed in the context of wider agreements involv-
ing all the parties concerned. More recently, these same organisations have orga-
nised a march to protest against the delay in starting the groundnut marketing
campaign.

This development of the peasant organisations must be regarded by national
governments as an opportunity and not as a threat. With this in mind, it is parti-
cularly important that strengthening these organisations should be a key element
in agricultural policies. In a context of steadily increasing liberalisation in which
the role of the private sector is being boosted, only strong and representative orga-
nisations can help small producers to make their voices heard.
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5. Conclusion

African agriculture is facing many challenges and it is likely that new ones will
emerge in the future. To address these challenges very sound policies are needed
both at national and regional levels. It is reassuring to see that the potential for
growth remain high in most part of Africa and that the policy environment has
been improving over the last few years as awareness amongst policy makers on
the need to give more attention to the agricultural sector is raising. The same can
be said regarding the sub-regional and regional organisations. Hopefully this will,
without further delay be translated into concrete actions. Moreover, many initi-
atives have been happening at local level by the small farmers themselves to
improve their livelihoods through the development of sustainable technologies,
including institutional innovations, that new policies should build in. That is the
reason why, this communication pledges for the design of policies more responsive
to the needs and specificity of family farming and the strengthening of the rural
organisations as a key element of the strategy to fight rural poverty in the region.
The role of the international community will however remain critical because most
of the constraints that hinder the agricultural development in Sub-Saharan Africa
stem from unfair international market relations. Without genuine commitment
from the European countries and the United States and an international collec-
tive effort by the development agencies, it will be difficult to lift these constraints.
In the meantime, African countries should explore all possibilities to develop domes-
tic and regional markets in order to loosen the trap into which the world market
keep the small farmers.
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6. Discussion African policies in support of small-scale agriculture

6.1 Willie 0dwongo and Edward Henemann”

Odwongo began his discussion by presenting what he argued was a number of
definite statements on agriculture in Sub-Saharan Africa. Firstly, it deals with small-
holders, subsistence farmers who cannot take advantage of scale, although the sec-
tor involves a large number of people. Moreover, smallholder agriculture involves
very remote areas, complex and risky livelihoods where multiple causes of poverty
can be identified. Secondly, a mission should be to transform this agriculture to
move towards commercially oriented agriculture. Lastly, the challenges of globa-
lization need to be taken into consideration in this context.

To accomplish the mission of enhancing the commercial orientation of
Sub-Saharan smallholder agriculture a set of key issues and questions need to be
resolved. Poor peoples’ unique assets need to be identified. The issue of how
high-yielding technologies can be configured so that they become more smallholder
sensitive also needs to be resolved. Improving smallholders’ access to productive
assets in general also requires attention. How to handle crosscutting issues of
gender is crucial in this respect. Lastly, the key role of the public sector needs to
be determined.

In sum, argued Odwongo:

* A market orientation is necessary for achieving agricultural growth (in contrast
to the more pro-government role indicated in Bara Gueye’s paper)

® The policy aspects for this reason need more attention than given in the paper.
An approach to achieving the mission should be multi-sectoral, multi-discipli-
nary, country-driven, owned and driven through broad-based participation,
comprehensive, recognizing the multi-dimensional nature of poverty and have
a medium, to long-term focus. In Uganda for instance, the Plan for Moderniza-
tion of Agriculture (PMA) has faced a number of challenges: thinking across sec-
tors, very large resource requirements and very high expectations from the
public.

Ed Heinemann’s discussion focused on:

® The unique experience of West Africa compared to other parts of Africa. Heinemann
began by identifying a number of aspects on which West Africa differs from other
parts of Africa. For instance most people in East Africa do not live in drought-
prone areas. Another difference is that intensification and specialisation occurs
when farmers have faith in markets as has been the case in West Africa. The de-
vastating consequences of Hiv/Aids were also raised as a differentiating factor
between East and West Africa. As well, the positive aspects of an emerging, West
African, rural civil society as epitomised by ROPPA was contextualised.

® Heinemann agreed with Bara Guéye on the highly crucial issue of land access

* Willie Odwongo, Director, Plan for the Modernisation of Agriculture, PMA, Uganda, and Edward
Heinemann, Regional Economist, International Fund for Agricultural Development, IFAD.
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and security of land tenure, as yields are 30 per cent lower on land which has in-
secure tenure. Insecurity of tenure also has negative effects on management of
natural resources and the issues of community and social structure in the con-
text of increasingly scarce natural resource availability are also important to take
into consideration.

e The role of the PRSPs was commented on and the scope for improvement in the
second round of PRSPs in terms of consultation with civil society and a stronger
agricultural perspective. Heinemann suggested a role for donors in focusing on
improving the consultative character of PRSPs although this would also requ-
ire the involvement of African governments.

® Heinemann also raised a number of questions on the topic of markets. Firstly he
argued that the effects of globalization on markets need to be considered. Hei-
nemann argued that in this context the question of subsidies and the structu-
ral decline of prices of products not subject to subsidies are important. Secondly
he pointed to the prevailing attitude in many countries towards producers seen
as “good” whereas the intermediaries (the market) is viewed as “bad” - this atti-
tude is problematic and needs to be rectified, suggested Heinemann. Lastly, he
voiced a concern with the dichotomy between small farmers and the commer-
cial sector presented in the paper, and argued that small farmers are indeed part
of the commercial sector.

6.2 Round-table discussion

® Numerous participants commented on the emergence of a rural civil society in the
form of ROPPA as a positive development and contrasted this with less opti-
mistic scenarios in East and Southern Africa. Friis-Hansen for instance pointed
to the question of farmer-empowerment as an important explanation for the
relative success of farmers organizations in West Africa: a number of case stu-
dies from Asia and Africa have shown that farmers organizations have only had
an influence in West Africa. In general suggested Friis-Hansen, Asian farmers expe-
rience a higher degree of empowerment than African farmers.

® Bara Gueye identified a number of root causes explaining the existence of more
influential farmers organizations in West Africa, as compared to the situation
elsewhere in Africa. Firstly, the drought in the 1970s was a major trigger in terms
of mobilising farmers as the government was powerless in addressing the situ-
ation in rural areas. Secondly, an indirect effect of the drought was the return
of civil-servants to the rural areas caused by the severity of the drought, the result
of which is that many rural farm leaders are fairly well-educated. Structural adjust-
ment policies led to a void which has been filled by farmers organizations.
ROPPA has amalgamated the traditional farmers organizations, paysan and pro-
ducteur (consisting mainly of cocoa farmers from the Cote d’Ivoire) respectively,
where the latter have been very commercially oriented.

e A number of participants also raised the question of how small-scale, small far-
ming and small farmers have been defined in the paper, and the issue of a dichot-
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omy between family farming and commercial farming. Bara Guéye agreed that
the latter is a false dichotomy. In addition he qualified the way in which family
farming (rather than small scale) farming was used in his presentation and
argued that the concept of family farming refers to a system where the family
is very important. In this sense the size of land is not the issue, but rather the
way it is farmed, for instance labour management within the farm unit and the
relationship between the family and its resources.

® A couple of participants wished for the characteristics of farmers organizations
to be discussed further. Rahmato for instance suggested that power relations
are very significant in relation to farmer organizations, as they constitute an alter-
native arena of power (in relation to the traditional power of the state for
instance). Havnevik in a similar vein called for a discussion that focuses on mea-
sures to raise political power from below and suggested that a general political
shift towards smallholders is occurring for instance through the World Social
Forum. Gabre-Madhin requested a more nuanced picture of farmers’ orga-
nizations, and argued that in low-risk areas these tend to be market-oriented,
whereas in high-risk areas they tend to be community-oriented and for this
reason may serve different purposes according to local context.

® The role of governments and donors in strengthening farmers organizations was also
discussed at some length. The central question in this context from the donor
vantage point was how to ensure that donor support of farmers organizations
did not usurp the organization. In a similar vein the question of possible entry
points for supporting local government was raised. The redistributive aspects
of donor support to organizations were also mentioned by Carus. Bara Gueye
responded that the issue of support both to farmers organization as well as to
local government is a very critical question. Sida’s support to decentralisation
in West Africa was taken as a positive example of donor support which has pro-
moted links between local government and agriculture.

® The issue of globalization was commented on by Mkandawire for instance, who
argued that this needs to be addressed, especially in West Africa where tree-nut
crops are important. One of the main questions to pose in this context is how
agri-business interest groups from the North can benefit small farmers? Are Nordic
countries, for instance, supporting agri-business groups in West Africa?

OECD Policies, Poverty and Agricultural Development in Sub-Saharan Africa
Alexander Werth
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OECD Policies, Poverty and Agricultural
Development in Sub-Saharan Africa
Alexander Werth ™

1. Background

Africa south of the Sahara is the only major region in the world where poverty is
increasing rather than reducing and where human development indicators are wor-
sening. The region thus poses a major challenge to the achievement of the Mil-
lennium Development Goals (MDGs), especially the target of halving absolute
poverty and hunger by 2015. A major cause of this negative development is the
ongoing crisis in African agriculture, particularly with respect to the production
of staple foods, both for the rural population itself and for urban dwellers.

This paper reviews key agriculture-related policies — at national and interna-
tional level — of major Organisation for Economic Cooperation and Development
(OECD) members, in an attempt to assess in how far such policies impact on,
and limit, the policy options for food and agricultural policy of Sub-Saharan Afri-
can (SSA) governments. The paper will aim at appropriately grouping OECD poli-
cies, and then quantitatively measuring and discussing the importance of the dif-
ferent policies in terms of their actual and potential impact on SSA agriculture.
In cases where it is possible, the paper points to correlations between OECD agri-
culture policies and issues such as staple food crop yields and implications of OECD
policies for small-scale farmers. The study will also look at the root causes of the
dwindling share of donor resources earmarked for agriculture and identify some
measures to reverse this trend. Lastly, the paper briefly looks at other "external
factors" that may impact on SSA agriculture, and, if so, through which channels
such impact takes place.

2. Introduction

Poverty and hunger are deepening in Sub-Saharan Africa. The number of poor
people is expected to have risen by around 90 million to 404 million people bet-
ween 1999 and 2015 (Commission for Africa, 2005). Some 27 percent of the Afri-
can people are undernourished — almost double the figure for the rest of the deve-
loping world. Hunger causes close to 3 million deaths in Africa annually (Benson,
2004) - more than all the continent’s infectious diseases — HIV and AIDS, mala-
ria, and tuberculosis — put together. More than half of all global child deaths are
related to malnutrition; hunger also reduces school attendance and impairs lear-
ning capacity (FAO, 2005). Average life expectancy in Africa is at merely 46
years, i.e. only two thirds of the average life expectancy in East Asia. Only 58 per-

* Consultant, Kampala, Uganda
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cent of Africans have access to clean water - compared to 84 percent in South
Asia. The only positive exception is education where the picture is more encou-
raging, with strong increases in literacy across all developing countries —including
African - over the last decades (Commission for Africa, 2005).

Agriculture accounts for 30-40 percent of GDP in most African countries; it
makes up the bulk of national incomes; accounts for almost 60 percent of Afri-
ca's export earnings (IFPRI, 2004), and provides livelihoods to around 80-90 per-
cent of the African population (UNECA, 2004). African agriculture has strong
linkages to several of the 2000 Millennium Development Goals (MDGs), such
as those related to poverty in general, hunger, health, child mortality, as well as
environmental sustainability.

Itis a widely held view that agriculture remains the key sector for virtually every
country in Africa, and that promoting growth in agriculture will have positive eco-
nomy-wide spill-over effects (Commission for Africa, 2005). Also, growth in Afri-
ca's agricultural sector promises to have much greater positive effects on hunger
reduction than do industrial and urban growth (FAO, 2005). Consequently,
already a modest increase in agricultural growth could have significant impacts
on SSA economies and income levels. Farming itself has the potential to provide
for long-term economic growth, if it adapts to the challenges of modernising
societies and industrialising economies in Africa.

Currently, SSA agriculture has two main foci: either growing crops for subsistence,
or producing cash crops for export to the industrialised world. If a third was added,
i.e. growing staple foodstuffs e.g. for export to African countries facing chronic food
shortages, then agricultural production could be turned into growth in potential
'breadbasket' countries. At the same time this could bring relief to those under-
nourished 27 percent of the African populace - that is an estimated 200 million
people (Benson, 2004) — and to the close to half of all African countries facing regu-
lar food shortages. It is estimated that focusing more on production of staple food
crops — such as rice, maize, cassava and legumes - for intra-African consumption
would also reduce the need for food imports from outside Africa by some USD
22 billion worth of food, including food aid valued at more than USD 1.5 billion
(Commission for Africa, 2005). The value of staple food consumption currently
exceeds that of export commodity markets by around 300 percent (Chigunta et
al., 2004). As the population increases globally, staple foods markets will be the
fastest growing of all African agricultural markets over the next 20 years (Com-
mission for Africa, 2005). Projections show that Africa will increase its food sta-
ples consumption by 100 percent until 2020, worth some USD 50 billion (IFPRI,
2004) and equalling about 4 percent growth per annum. If African agricultural pro-
ducers could capture a larger chunk of this growing market, they could increase
their food staples production by 3-4 percent annually (Hazell, 2005).

It is further suggested that broad-based agricultural growth dominated by food
staples has a much bigger impact on poverty than growth in high value exports.
Also, for the same rate of agricultural growth, one obtains a much larger impact

7 Consultant, Kampala, Uganda
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on poverty by 2015 if that growth is driven by food staples rather than high value
export crops. And, most importantly, staple foods production is much more pro-
poor because staples are grown by small-scale farmers all across Africa: 70-90 per-
cent of farms in many poor African countries are small; they account for more than
90 percent of African agricultural production and thus significant shares of food
staples supply; and they are dominated by the poor (IFPRI, 2004). Increases in sta-
ple crop yields could therefore have a huge impact on poverty, as it would result
in greater on-farm productivity for many poor farmers, but also reduce food pri-
ces for everyone else (Hazell, 2005). And, most importantly, many African farmers
seem well positioned to compete in the expanding African staple food markets.

Consequently, it can be said that staple food production-centred agricultural
growth strategies could be commendable avenues for achieving pro-poor growth
and development in SSA and, ultimately, could accelerate Africa's progress in moving
towards the achievement of the Millennium Development Goals.

Within the framework of MDG 8 (Global Partnership for Development),
OECD countries are called upon to make their development contribution by achiev-
ing coherence of their policies with the developmental needs and interests of poor
African developing countries, including the abolishment of unfair trade rules and
policies, recognising the special needs of especially poor and marginalised coun-
tries, as well as the provision of more and better development assistance.

Many key OECD members such as the EU, US or Japan have been consistently
accused of frustrating African development efforts e.g. by protecting their agri-
cultural markets through various tariff- and non-tariff measures (such as product
standards and rules of origin); and by heavily supporting their agricultural pro-
ducers and exporters through various subsidies — in the tune of around USD 350
billion in 2005 alone — thereby out-competing African producers and exporters
at home and in third country markets.* African countries are also increasingly under
pressure to reciprocate the trade concessions made by developed countries — be
it at the international or bilateral level (Commission for Africa, 2005); while
OECD countries fail to provide Africa with sufficient levels of 'Aid for Trade' to
help it adjust to the challenges posed by gradual integration into the global tra-
ding system (UN Millennium Project, 2005).

Adding insult to injury, both the volume and share of aid earmarked for agri-
culture has been steadily falling to below 1980s levels — and this although Offi-
cial Development Aid (ODA) has been recognised as a crucial instrument for sup-
porting agriculture and rural development, and for enhancing food security. This
trend of shrinking agricultural ODA was especially strong in SSA where bilateral
agricultural aid fell by 60 percent from USD 1.3 billion to only USD 524 million
in only ten years (between 1990 and 2001) (FAQ, 2005).

The following sections will group the various agriculture-related OECD poli-
cies and attempts to assess in how far they compromise African governments' policy
options for agriculture and food policy.

® Summarised e.g. in Commission for Africa 2005; FAO 2005; UN Millennium Project 2005; and UN
Millennium Project Task Force on Hunger 2005.
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Clearly, there is a plenitude of policies attributable to key OECD countries such
as the US, EU and Japan which are — at least indirectly — impacting on the actual
policy space SSA governments have in regard of devising and implementing agri-
cultural and food policies. For the sake of ensuring a certain degree of focus in this
paper, the following analysis rather focuses on trade and aid-related OECD poli-
cies — while looking at the obvious, direct and established interlinkages between
them and SSA policy options for food and agriculture. The following categories
of OECD policies have been identified for the purpose of this study:
® OECD trade-related measures affecting SSA countries' agricultural suppliers
at home and on third country markets (Section 3);

® Policies attributable to OECD countries undermining SSA efforts to enter
OECD agricultural markets (Section 4);

® OECD efforts to influence SSA trade and macro-economic policies at the
domestic level (Section 5); and

® OECD efforts with regard to supporting SSA agricultural growth and econo-
mic development through ODA, and lack thereof (Section 6).

3. First, Do No Harm...

"First do no harm, is one popular summary of the Hippocratic oath taken by doc-
tors through the ages. The maxim should also be applied to the responsibility that
the rich world has towards Africa” (Commission for Africa, 2005).

3.1 Domestic support

Yet, certain OECD countries — most importantly the EU, US and Japan - are seve-
rely harming farmers and agricultural exporters in Sub-Saharan Africa by provi-
ding their agricultural sector with farm subsidies totalling some USD 350 billion’
- in the year 2005 only (Commission for Africa, 2005). This amount can be bro-
ken down to around USD 250 billion given to producers and a bit more than USD
50 billion spent on issues such as research and development, infrastructure, exten-
sion and marketing. A large chunk —i.e. USD 160 billion — of the producer sup-
port is provided through price support (that is keeping consumer prices artifici-
ally high through market barriers), and almost USD 100 billion is paid to OECD
farmers directly. The Quad members US, EU and Japan are responsible for 90 per-
cent of total OECD support, with the bulk of these subsidies promoting production
of milk, meat, grains and sugar (World Bank, 2005). Turning less than 15 percent
of this support into aid would increase global ODA spending by 100 percent (Com-
mission for Africa, 2005).

°This number used by the Commission for Africa seems to be based on the Total Support Estimate
(TSE) used by the OECD, which basically includes all transfers of taxpayers and consumers to the
whole agricultural sector, that is market price support, direct payments to farmers as well as to gene-
ral services provided to agriculture. In WTO nomenclature, that would include Amber, Blue and Green
Box subsidies as well as export subsidies.
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Almost a third of gross farm receipts in OECD countries — around 20 percent
in the US, some 35 percent in the EU and almost 60 percent in Japan - come from
a combination of government interventions in markets and budgetary payments
(OECD, 2005b). Yet, the 25 percent smallest farms in the EU and US benefits
from meagre 4 percent of domestic support outlays, while the largest 25 percent
of farms receive more than 70 percent of EU and US domestic subsidies (Com-
mission for, Africa 2005).

Strikingly — and as table 15 below illustrates - overall OECD support levels have
remained relatively stable within the last 20 years, and this despite these countries'
commitment which they made in Marrakech in 1994 "to provide for substantial
progressive reductions in agricultural support"'® [emphasis added]. Yet key subsidis-
ing WTO members point to major achievements in this regard, arguing that much
headway has been made by increasingly moving from trade-distortive subsidies to
less or only minimally trade distorting support. Here it is important to understand
the WTO nomenclature and approach on subsidies — which is very different from
what the OECD uses."" The WTO Agreement on Agriculture differentiates bet-
ween three different kinds of subsidy categories which are open to OECD coun-
tries: trade distorting subsidies linked to production (e.g. price support, premia and
input subsidies) — so-called ' Amber Box' policies; less trade distorting subsidies in
the form of direct payments with production limitation requirements — so-called
'Blue Box' policies; as well as support deemed to have no or only minimally trade-
distortive effects (e.g. general services to the agricultural sector and direct payments
that are de-coupled from production) — so-called 'Green Box' subsidies.

Indeed, since the launch of the WTO in 1995, the EU, for example, has turned
much of its Amber Box spending into Blue Box and Green Box support. In
2002/03, the EU provided Amber Box support totalling EUR 39.3 billion, EUR
23.7 billion in Blue Box payments, and EUR 20.7 billion in Green Box subsidies.
This gradually moving towards less trade distortiveness is continuing in the ong-
oing process of reforming the EU's Common Agricultural Policy (CAP) where
the EU committed to further 'de-couple' payments from production factors. This
will further move significant amounts of current Amber and Blue Box spending
into the Green Box (Swinbank, 2005). However, overall spending levels will not
be reduced. While there is general recognition that Green Box payments are
much less trade distortive than other forms of agricultural support, they may still
affect a farmer's production decision, inter alia since: it is possible to cover fixed
and variable costs through 'cross-subsidisation'; direct payments have a risk redu-
cing effect; and they create expectations with respect to future assistance based
on past government actions (Ingco and Nash, 2004). Ergo, a significant degree of
market distortiveness would still remain if all OECD agriculture subsidies would
be decoupled and turned into Green Box measures — while the level of overall

' Preamble to the WTO Agreement on Agriculture.
""The OECD largely focuses on how much taxpayers and consumer spend on certain crops or the
agriculture sector as a whole.
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OECD spending on agriculture remained the same. The UN Millennium Project
thus recommended recently that all domestic support be decoupled by 2010 and
then capped at 10 percent of agricultural production (on a by product-basis), and
subsequently reduced to 5 percent by 2015 (UN Millennium Project, 2005).

Table 15: Agricultural Support in OECD Countries
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Source: Commission for Africa 2005/OECD.
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Studies have shown that exports from SSA countries are particularly affected by
other OECD countries’ subsidies (Hoekman et al., 2002). African farmers hold
a natural competitiveness with respect to a wide range of agricultural products,
but often find themselves displaced as they are simply unable to compete with
subsidised and artificially cheap produce on the domestic and the international
market (Gueye et al., 2003). This leads to stagnation in the agricultural sector,
thereby displacing agricultural producers in SSA and, ultimately, intensifying the
conditions of poverty in the South. Loss in annual agricultural and agro-indus-
trial income in SSA is estimated USD 2 billion, a displacement of production equ-
alling about 3.4 percent of total income in these sectors. However, smaller SSA
countries are most affected with income losses of 10 to 15 percent of total
agricultural and agro-industrial incomes. The EU is responsible for more than half
of the trade displacement, the US for around a third, and Japan and Korea for
another ten percent (Diao et al., 2003).
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Table 16: Producer Support Estimate™ in US, EU and Japan by Key Staples, 2002-04 Average,
As % of Gross Farm Receipts

Rice Wheat Maize Other Grains
UsS 33 30 21 34
EU 36 43 39 51
Japan 83 83 81 n.a.
Korea 77 n.a.” n.a. 78

Source: OECD 2005¢

All-OECD producer support (PSE) in 2004 for wheat amounted to USD 18.5
billion, for maize USD 15 billion, for rice USD 26.5 billion, and for other grains
USD 10.9 billion". The Total Support Estimate" (TSE) for the EU in 2004 stood
at USD 150.6 billion, the US's at USD 108.7 billion, Japan's TSE at USD 60.9,
and the TSE of Korea at USD 22.5 billion (OECD, 2005c¢).

3.2 Export subsidies and export credits
Export subsidies are among the worst of all trade policy instruments as the adverse
effects of these measures are entirely passed on to third country markets. They
are used for enabling the disposal of surplus production on the world market by
compensating exporters when the production costs were higher than the current
world market price. Since they are more often applied when world prices are down,
they can promote international price volatility. And although they may benefit
some developing countries by lowering import prices (see below), they tend to
destabilise local markets (OECD, 2002), with potentially severe consequences espe-
cially for small-scale farmers.

Clearly, the EU is the biggest culprit here, subsidising exports in the tune of close
to USD 3 billion. The EU alone accounts for 90 percent of global export subsidies
in agriculture (OECD, 2002). For example, the EU in 2002/03 provided export

"2 The Producer Support Estimate (PSE) measures the annual monetary value of gross transfers from
consumers and taxpayers to agricultural producers, measured at the farm gate level, arising from
policy measures that support agriculture, regardless of their nature, objectives or impacts on farm
production or income. It includes market price support and budgetary payments, i.e. gross transfers
from taxpayers to agricultural producers arising from policy measures based on: current output, area
planted/animal numbers, historical entitlements, input use, input constraints, and overall farming
income (OECD, 2005¢).

"* Means 'not available'.

' E.g., the US provides support to sorghum at a PSE of 37 percent, and barley at 30 percent (Thomp-
son 2005).

'* The Total Support Estimate (TSE) is an indicator of the annual monetary value of all gross trans-
fers from taxpayers and consumers arising from policy measures that support agriculture, net of the
associated budgetary receipts, regardless of their objectives and impacts on farm production and income,
or consumption of farm products (Soledad Bos 2003).
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subsidies to wheat in the tune of EUR 141 million, EUR 25 million to rice and
EUR 18 million to fruits and vegetables." In general, the elimination of EU export
subsidies would bring about increases in prices, exports and production in the main
net-exporting countries. This would also have some positive effects on Sub-
Saharan African supply of global agriculture markets, for example projected incre-
ases of 2-3 percent in the SSA supply of wheat (ILEAP, 2005a).

For its part, the US is the largest user of export credits (OECD, 2002) which
can provide the equivalent of subsidies, partly through reducing the cost of cre-
dit, and partly through reducing risk for traders through the provision of govern-
ment guarantees and credit insurance. These US programmes are estimated at around
USD 5.5 billion under the current 2002 Farm Bill (Commission for Africa 2005).
Notably, WTO members agreed at the recent WTO Ministerial Conference held
in Hong Kong on 13-18 December that all export subsidies and export measures
with equivalent effect (including the subsidy elements of export credits) be eli-
minated by 2013 (WTO, 2005).

The table below illustrates the large impact a total removal all OECD domestic
and export subsidies would have on international commodity prices.

Table 17: Increases in World Prices Resulting From Removal of Market Distortions
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3.3 Impact on food-importing SSA countries

As much as agricultural subsidies harm SSA farmers and exporters, they can
benefit those developing countries whose food security policy is dependant on
significant volumes of staples food imports. For example, and as seen above in
table 17, a total subsidy removal on wheat would lead to a 12.2 percent increase
in world price, while a total elimination of domestic and export subsidies of maize
in OECD countries would increase its world price by 12.8 percent (Soledad Bos,
2003).

' See WTO document G/AG/N/EEC/52 16 February 2005 submitted to the WTO Committee on
Agriculture.
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SSA countries imported between 2001 and 2003 staple food crops such as wheat,
maize and rice amounting to around USD 2.5 billion. An ambitious outcome of
the current Doha 'Development’ Round with respect the removal of agricultu-
ral support could thus pose significant adjustment challenges on some African food-
importing countries. In the case of maize, for example, it has been established that
the overall welfare effect of the elimination of OECD maize subsidies would be
negative in countries such as Kenya, Uganda, Zimbabwe, Botswana and Mozam-
bique. In terms of food security, declining consumption could be expected in coun-

tries like Kenya and Botswana, with food insecurity likely on the increase in these
regions (Soledad Bos, 2003).

3.4 Conclusion

The removal of subsidies is expected to result — at least in the short-term'” - in
higher world prices for certain staple food crops. Small-scale farmers focusing (also)
on non-subsistence staple foods production would certainly benefit from such deve-
lopment, as profits were higher at the local, regional and international market.
On the other hand, higher prices can also reduce consumption in SSA, potenti-
ally undermining food security. The net impact on food security depends on
which effect is greater. Henceforth, to ensure that national food needs are fully
met as staple food prices rise, some SSA countries may require adjustment sup-
port, e.g. for improving the supply-side capacity, including in food production,
storage and markets (Commission for Africa, 2005) and for providing transitory
food subsidies to assist consumers during the transition to more affordable crops
(Soledad Bos, 2003). If these flanking measures were in place, a very high level
of ambition in OECD subsidy removal would be beneficial to small-scale farming
in SSA. However, positive impacts seem largest if also OECD border measures
would be removed in parallel (see following Section 4).

4. Let Them Trade!

Apart from directly harming African producers and traders on domestic, regional
and international markets, agricultural policies of some OECD members are also
very protectionist, i.e. they intend to shield certain 'sensitive' - and often also less
competitive -segments of their agricultural markets against imports from more
competitive producer countries. Analysis suggests that improved market access
will have a greater impact on trade flows than any other element in the current
negotiations (OECD, 2005b). For example, it is estimated that an elimination
of OECD subsidies only would result in a 5 percent increase in SSA incomes,
whereas a removal of all OECD market distortions — including border protection
- would increase the incomes in SSA by full 57 percent (Beghin et al., 2002). If

'” A rise in production due to higher food prices would result in higher levels of supply and thus decli-
ning market prices. Major agricultural exports should thus cooperate more to better control supply
side for the sake of price stability (EPRC-ICTSD-CSA, 2005).
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only the EU and the US would fully open their markets while also eliminating all
agricultural subsidies, projections suggest that African exports would rise by 20
percent. (IFPRI, 2004), and GDP increase by 5.7 percent (Johnson et al., 2003).
Due to the strong regional ties between the EU and SSA, full market liberalisa-
tion in the EU would account to almost 70 percent of the increase of SSA export
values (Diao et al., 2003).

4.1 Tariff protection

One of the protectionist barriers faced by developing countries in certain OECD
markets are tariffs — i.e. special taxes applied at the border on imported goods.
Notably, OECD tariffs on agricultural imports are much higher than on other goods:
the EU's average applied agricultural tariff is at 22 percent, and the US applies a
mean tariff of 14 percent on agricultural imports. This is around three to four times
more than the average tariff they pose on industrial goods.

Another phenomenon is the application of so-called tariff peaks — meaning
exceptionally high tariffs, normally beyond 15 percent. Around 40 percent of all
tariffs in the EU and Japan constitute tariff peaks, with certain tariffs reaching enor-
mous levels such as 300 percent on meat in the EU (Commission on Africa,
2005) and 491 percent on rice in Japan (Diao et al., 2003). Tariff peaks are com-
mon in the beef (Canada and EU), dairy (EU, Japan, US), vegetables (EU, Japan,
US), fresh fruits (EU, Japan, US), cereals (EU and Japan), sugar (Canada, EU, Japan,
US), prepared fruits and vegetables (Canada, EU, Japan, US), wine (Canada, EU,
Japan, US), spirits (EU, Japan, US) and tobacco sectors (Japan, US) (Stevens, 2003).

Tariff escalation is another market access barrier. Tariff escalation refers to the
practice of applying increasing import tariffs according to the degree of proces-
sing of the product. This method is seen as particularly anti-development, as tariff
escalation is effectively frustrating developing countries' efforts to climb up the
value addition ladder. A common example is coffee, facing an EU tariff (generally
applying to all trading partners) for non-roasted coffee of O percent, in roasted
form of 8 percent, and for coffee preparations of more than 30 percent. Also Japan
provides zero-duty market access to non-roasted coffee, but a tariff on coffee pre-
parations of up to 112 percent.

However, tariff barriers are not a predominant issue for most African countries
when exporting to key OECD market such as the EU, US, Canada and Japan. This
is because they benefit from different preferential trade arrangements e.g. under
the EU-ACP Cotonou Agreement (extending the Lomé preferences given to
ACP countries), the EU Generalised System of Preferences (GSP) available to deve-
loping countries, and the EU Everything But Arms (EBA) initiative available to
all least developed countries (LDCs). SSA countries also benefit from other in-
itiatives such as the US African Growth and Opportunity Act (AGOA), and the
Canadian and Japanese LDC schemes.

As a result, tariffs, tariff escalation and tariff peaks are only a problem where
these schemes exempt certain 'sensitive products' from their application. For
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example, the AGOA exempts products such as Soya bean oil, sugar, cocoa and
tobacco; while the EU is excluding products such as meat, Soya bean oil, ground-
nuts, sugar, cocoa, oranges and pineapples imported by non-LDC African coun-
tries. Japanese tariffs seem to escalate on African coffee and cocoa products (Com-
mission for Africa, 2005).

Many OECD countries also use so-called tariff rate quotas (TRQ), i.e. they apply
low tariffs on certain products falling within a given quota, while posing very high
— and partly prohibitive - ones on imports outside that set contingent. Most of
the WTO TRQs can be found in the dairy (183), cereals (226), meats (258) and
fruits and vegetables (370) sectors. The EU uses altogether 87 of such tariff
quotas, the US 54, Japan 20, Korea 67, Iceland 90 and Norway full 232 TRQs (Ingco
and Nash, 2004). Such TRQs generally constitute serious market access barriers
to exporting countries — due to the often prohibitive character of the out-of-quota
tariffs, as well as the often very intransparent administration of the quotas. How-
ever, TRQs do often not apply to exports under preferential schemes for LDCs
and certain other developing countries.

Table 18: Preference Schemes Available to African Countries
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Special or non-ad valorem tariffs — i.e. tariffs not entirely based on the value of
the imported good (e.g. EUR 100/ton) — also have very severe market access-
limiting effects. This is due to the difficulty to determine the exact protection levels
as they change over time and with the relative import price. Protection will incre-
ase as world prices of a specific product declines and will be higher for low-
priced products from developing countries (Ingco, 2004). The negative effects are
thus particularly tangible for SSA exporting countries. While developing coun-
tries are hardly using special tariffs, they constitute 15 percent of all tariff lines in
Japan, 28 in Canada, 43 percent in the US and 44 percent in the EU (Ingco and
Nash, 2004). '

Many OECD countries negotiated during the Uruguay Round establishing the
WTO special safeguards (SSG) under Article 5 of the WTO Agreement on Agri-
culture, allowing them to automatically impose higher safeguards duties when the
volume of an imported good reaches a certain threshold, or if prices fall below a
certain level. The EU for example negotiated such SSG on 539 tariff lines (e.g.
on maize, fresh vegetables, bananas, meats, sugar and tobacco), Norway on 581,
and Switzerland on 961 (Ingco and Nash, 2004). Such safeguard clauses are usu-
ally also integral parts in preferential trading schemes.

As argued, tariff barriers are not the main concern of most SSA countries; to
the contrary, SSA countries often benefit from a high - generally applicable - tariff
when they export duty- and quota-free under one of the preferential schemes
offered to them. This difference between the general tariff and the preferential
tariff applied by the importing country is the preference margin which gives SSA
countries a competitive edge vis-a-vis other exporting countries. However, as
protectionist OECD countries are under immense pressure at the WTO to sub-
stantially reduce tariff barriers in agriculture, these margins will gradually decre-
ase as WTO members such as Japan, EU and US reduce their tariffs. This effect
is called preference erosion — a dynamic which seems inevitable and which
is likely to completely erode the value of trade preferences in the long run. This
negative effect on SSA exporters can only partly be mitigated in the medium term,
so that SSA countries will require support to help them adjust to a situation where
they will have to compete on equal terms with other major agricultural expor-
ters (see also Section 6).

" SWTO members are currently transforming — by using a specific methodology — all special tariffs
into ad valorem tariffs, but this — for the time being — only for the purpose of later applying a hori-
zontal tariff reduction formula in the context of the ongoing WTO agriculture negotiations. It still
remains to be seen whether these transformed tariffs will be re-converted — as suggested by the main
users of non-ad valorem tariffs - in special tariffs after the application of the reduction formula.
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4.2 Key non-tariff barriers "

Widely regarded as the most distorting market access barrier for African coun-
tries are —in the area of agriculture — food and safety standards imposed by OECD
countries — predominantly by the EU. Most important to note here are health stan-
dards such as sanitary and phytosanitary standards (SPS). As agricultural tariffs
are steadily declining in most OECD countries, new and increasingly burdensome
food safety standards may sometimes be the result of effective agribusiness's
lobby work aimed at keeping out imports (Stevens, 2003). At least SPS measu-
res are seen as one of the reasons why SSA countries are not able to fully exploit
existing market access (e.g. under EBA) by diversifying into new market seg-
ments as well as by moving into value added production. Whether this is inten-
tional or not, the question can be asked whether, for example, the vision of the
reformed EU Common Agricultural Policy really foresees - on a long-term basis
- large volumes of food imports from Africa —regardless of the EU repeatedly demon-
strating its commitment to further integrate weak and vulnerable countries in the
global trading system.

Technically, SPS measures are trade measures aiming at the protection of
human, animal and plant life or health. Examples here are the EU traceability ('from
farm to fork") regulation (EC Regulation 178/02) or the EC Feed and Food Con-
trols Regulation (882/04). Although the WTO SPS Agreement promotes the use
of internationally agreed and harmonised standards®, some OECD countries - mostly
the EU - are using their own, and usually a lot stricter standards (which is
allowed as long as these stricter measures are scientifically justified).

If the EU would apply international standards on traceability and pesticide resi-
dues for agricultural imports, African banana export volumes could increase by
USD 40 million per year; and if Africa had the capacity to participate in interna-
tional standard development, it could gain an additional USD 1 billion by expor-
ting nuts, dried fruits and other agricultural goods (Commission for Africa, 2005).
It has been established that 17 ACP states — most of which are SSA — accounting
for more than 80 percent of ACP exports, are affected by EU SPS measures. Rese-
arch suggests that the EU's SPS measures alone are causing between EUR 140
and 700 million of annual ongoing costs to the ACP private sector exporters, repre-
senting overheads between 2 and 10 percent of the production value — leaving
aside the initial compliance costs (CTA, 2003).

SPS measures such as minimum residue level requirements are a major hindrance,
for smallholders in particular, and have contributed to a declining role of small-
scale farming in the agro-industry. For Kenyan smallholder flower farmers for exam-

' Other measures usually falling under the definition of non-tariff barriers include e.g. technical bar-
riers to trade other than SPS measures (e.g. packaging and labelling requirements); quantitative restric-
tions (e.g. quotas); government participation in trade (including subsidies and public procurement);
non-tariff charges (such as antidumping and countervailing duties) and customs procedures and admi-
nistrative practices (customs valuation, pre-shipment inspection and sample requirement).

 Such standards are usually developed by the Joint FAO/WHO Codex Alimentarius Commission
and the Office International des Epizooties.
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ple, traceability is one of the most influential and problematic requirements:
smallholders are likely to be left out as they lack the capacity to implement good
practices — such as EurepGAP? — which EU retailers are requiring exporters to
adopt from the field to the point of embarkation. This is to guarantee — through
certification of independent bodies — that importers have taken all precautionary
steps to ensure food safety. If no adjustment support is provided it is feared that
Kenyan smallholder producers, who account for 60 percent of total horticulture
exports to the EU, will be barred from this lucrative market (Ogambi, 2005).”

However, the most recent EU SPS measure (EC Feed and Food Controls Regu-
lation 882/04) is expected to have the most significant impact on African-EU trade.
Because this Regulation requires guarantees from national authorities of export-
ing countries that their food safety monitoring systems will de facto bring about
food safety levels for exports being equivalent with those of the EU itself. As the
meats and fish sectors are already rigorously controlled, the strongest effects of
this new measure will be felt in the plant-related sectors (Commission for Africa,
2005).

It is estimated that the implementation of the newest EU food safety regula-
tions could costs Kenya some USD 400 million of export earnings per year (Com-
mission for Africa, 2005).

To be mentioned are also technical barriers to trade (TBT) which include
packaging and labelling requirements. An illustrative example gives the EU regu-
lation on organic production of agricultural products (Council Regulation (EEC)
2092/91), which includes a provision for a basic standard for organic plant pro-
duction and requirements regarding farming, processing and importation from third
countries. Organic products coming from third countries must therefore comply
with certain requirements dealing with organic production before being allowed
onto the internal market. Also, importers of organic products from third coun-
tries must be subject to a special certification system. These requirements are very
burdensome and make it extremely difficult for non-EU exporters, especially
from developing countries, to penetrate the very lucrative EU organic agriculture
market (National Board of Trade, 2003)*. This is noteworthy, as the EU is a key
promoter of organic agricultural production and trade in Africa; so one would expect
better incentives for SSA exporters to enter the EU organics market. However,
the EU significantly supports its own farmers in moving into new agricultural niche
and high-premium markets such as organic agriculture, which could be a possi-
ble explanation for this specific incoherence between EU development and trade
policy.

' European Euro Retailer Produce Working Group’s Good Agricultural Practices. EurepGAP covers
areas such as: traceability; seeding details; pre-harvest information; faming methods; post-harvest
information; waste and pollution management; and workers' health, safety and welfare.

2 See also Section 4.

#The international market for organic foods (USD 17.5 billion per year) is the fastest growing seg-
ment in the foods sector worldwide.
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Another often cited non-tariff barrier for SSA exporters are rules of origin. They
are usually an issue in the context of trade preferences because their aim is to deter-
mine which products are deemed to originate in the exporting country and which
can thus benefit from a specific trade preference granted to this country. In par-
ticular, if a preference-receiving country intends to export a processed good the
raw materials of which it had imported from somewhere else, rules of origin nor-
mally determine the level of processing and value addition required to confer
eligibility. These rules are usually very complex and restrictive, and they differ
significantly depending on which preferential scheme is being used. Although rules
of origin are classically an issue in manufacture trade, they can be added to
the list of key obstacles preventing SSA countries to further diversify into non-
traditionals and value-added products.

4.3 Other market entry barriers

International supermarket chains are increasingly determining how food is being
produced in developing countries. They do this, firstly, by applying new EU food
safety standards further down the supply chain to ensure their own regulatory com-
pliance (see above on EurepGAP); secondly, by developing and implementing their
own private standards based on consumer preferences — and which can under-
mine market access even more than public standards (Commission for Africa, 2005);
and, thirdly, by increasingly penetrating low and middle-income countries. These
three dynamics are having serious implications for SSA agricultural suppliers, small-
scale farmers in particular, in terms of product quality, certification costs, etc. —
and ultimately for participating in national, regional and international agrifood
chains.

Top agrifood retailers account for around a third of grocery sales worldwide and,
nationally, the top five supermarkets often account for 70 percent or more of gro-
cery sales (Jacobsen et al., 2003). When apartheid ended in the mid-1990s, sig-
nificant FDI in the SSA agrifood retail sector has been made via South African
investment. South African supermarket chains now have a share of 55 percent of
overall national food retail, but also Kenya now has more than 200 supermarkets
—accounting for 30 percent of Kenyan food retailing (Chigunta et al., 2004), and
Zimbabwe and Zambia have at least 50 supermarkets each (Reardon et al., 2003).

Supermarket chains are directly or indirectly determining production methods
and standards by applying codes of good practices (such as EurepGAP) to sup-
pliers; by cooperating with specialised wholesalers and importers which enforce
standards and contracts for them; by entering into formal or informal contracts
with suppliers; or by having contracts with processing firm which, for their part,
have contracts with the suppliers (Reardon et al., 2003).

Clearly, and as also illustrated above by the case of Kenyan flower farmers, many
small-scale producers and processors find themselves unable to meet the various
and often very complex requirements and are dropped from procurement lists.
Yet, supermarkets can provide income opportunities to small-scale farmers via out-
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growers schemes — although the impact on rural and economic growth may not
be as large as focussing on production and staple foods for the regional market
(Johnson et al., 2003).

Consumer standards and preferences relating to food safety, animal welfare,
social aspects and the environment are generally on the increase and will more
and more influence demand — and indirectly production (see above) — in many
developed and developing countries (Regmi and Gehlgar, 2001). While being less
and less interested in buying the cheapest product, OECD consumers are incre-
asingly caring about whether the product meets high health, safety and environ-
mental standards, and whether the way it has been produced is meeting their indi-
vidual environmental, social (e.g. with regard to child labour and minimum
wages), ethical, cultural and maybe even developmental preferences. Reflections
of these new consumer demand developments include tightening health and
food safety standards in EU, traceability systems as well as a mushrooming of other
consumer information schemes such as labelling. This can also be seen as the result
of a better informed and more demanding society as a whole. Especially the awa-
reness-raising work of NGOs and global media networks has lead to a trend
towards a greater "ideological content" in goods and services.

Supermarkets are trying to respond to upcoming consumer preferences and con-
cerns very carefully so as to not lose market share to other, more consumer needs-
responsive retailers.

4.4 Conclusion

Tariff barriers are not the main obstacles for SSA exporters to access key OECD
agriculture markets because they are usually beneficiaries of trade preferences,
which often provide them with low- or zero-tariff market access. What is really
increasingly frustrating their efforts to penetrate OECD markets, are standards
and other mandatory technical requirements, usually with particularly negative
effects for small-scale farming. Especially tragic is the fact that OECD members
such as the EU are actively and comprehensively supporting their own farmers
to implement and meet new and modified standards and technical requirements,
while SSA farmers are generally left with the full burden of meeting the cost of
adjustment to such new non-tariff barriers. Additionally, SSA smallholders are chal-
lenged with supermarket chains increasingly applying and implementing private,
consumer-driven standards which can be even more rigorous than governmental
ones. However, implications of SPS measures and other market entry barriers seem
limited in relation to possible SSA exports of staple food crops, as these barriers
mostly deal with high-value processed goods or fresh foods such as fish, meats and
vegetables. Also, if the key strategy for SSA farmers is to focus on regional staple
foods markets, than it is much more important to liberalise intra-African trade by
effectively slashing tariffs, other taxes and charges, as well as non-tariff measures.
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9. Give Them Space!

OECD countries' policies also aim at influencing Africa's internal policymaking
— usually by limiting SSA governments' policy space through policy conditiona-
lities attached to the disbursement of development aid (see also Section 6). More-
over, after having had encouraged SSA countries to push through neo-liberal
reforms through structural adjustment programmes (SAPs) in the 1980s and
1990s, OECD countries succeeded in having developing countries bind their
market-based reforms at the WTO by heavily restricting state interventionist
policy options — also in the agricultural sector. While African countries were
largely able to reserve flexibility in protecting their agricultural markets through
maintaining relatively high tariffs, some OECD members — most importantly the
EU — are now seeking SSA commitments via bilateral free trade agreements
(FTAs) to substantially open up their agricultural markets.

5.1 Buying policy reform?

After around fifty years of donor experience with African development aid, it is
more than questionable whether the habit of multilateral and bilateral donors to
attach policy conditionalities to aid has actually led to economic growth and
poverty reduction (Eicher, 2003). A major World Bank study (Devarajan et al.,
2001) found, amongst other things, that: "conditionality as an instrument to pro-
mote policy reform has been a failure"; if policy changes are undertaken then not
due to aid but because of political leadership, commitment by individual policy-
makers and —implementers or societal consensus; and there is no relationship
between the level of reform and volume of aid.

Because donors are aware that SSA political leaders are often not intellectually
convinced of, and politically committed to, donor-driven reform efforts, they
resort to the doubtful means of conditionality although they are persistently
stressing their commitment to enter into real partnerships with aid receiving
countries (Bird et al., 2003).

For example, a perception survey of Eastern and Southern African stakeholders
in bilateral and multilateral trade-related technical assistance and capacity buil-
ding (TRTA/CB) initiatives revealed that the overall motivation for SSA engage-
ment in such programmes — being tools promoting trade liberalisation for growth
stimulation and poverty reduction — was clearly donor-driven. While aid-granting
OECD countries are trying to promote a market liberalisation-friendly agenda,
TRTA/CB recipient governments seem rather interested in other issues like poli-
tical cooperation and development, good relations with the donors, and securing
significant levels of funding in general. Therefore, the motives of providers and
recipients for involvement in TRTA/CB initiatives are often not congruent, a fact
which could be seen as a possible explanation for why the process of trade inte-
gration proceeds much slower than often hoped for by donors (Werth, 2005).
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This strong focus of donor initiatives on trade integration is the result of the
"sex appeal" this concept has amongst the donor community; and this is, for its
part, the consequence of a misinterpretation of the development-relevant poten-
tial of integration in general, and trade integration in particular — both to the detri-
ment of sustainability and development cooperation (Stahl, 2004).

Of course it is not possible to quantify here the impact of OECD countries'
systematic approach of pushing SSA countries into neo-liberal reforms, and its
implications for staple food production, small farmers and SSA food security. Howe-
ver, it can be said that the donor-driven and 'bought’ structural adjustment pro-
ject has not worked, at least because it has never really been tried (Jayne et al.,
2002). This is due to the so-called 'partial reform syndrome', e.g. in the agricul-
tural sector where SSA government have 'tamed’ structural adjustment (i.e. they
managed to resist the deeper reform steps required despite much pro-reform rhe-
toric together with conditionality-backed donor influence). Ultimately, partial reform
has seriously distorted the policy process so that agriculture and food security objec-
tives have not been met (Bird et al., 2003). This backs the conclusion that it does
not make sense to push and 'bribe' SSA countries into economic reforms if these
policy processes are not fully owned by political leaders, policy implementers and
the constituencies. Conditionality may even be detrimental for establishing demo-
cracy in Africa, but also for implementing coherent and meaningful agriculture
and food security policies.

For reform efforts to be meaningful, African countries must get the capacity to
develop their own appropriate and suitable policies which are not forced by trade
agreements or International Financial Institutions (Commission for Africa, 2005).
Itis crucial to support the establishment of domestic constituencies instead of try-
ing to 'buy reform' through conditioned aid (Bird et al., 2003). It is therefore neces-
sary to promote the empowerment of domestic stakeholders and policy users —
including small-scale farmers - to come up with their own reform agendas and

advocate for them effectively in the respective policy-making processes (Werth,
2005).

5.2 'Locking in' reform at the WTO

The 1994 WTO Agreement on Agriculture significantly limits members' policy
space with regard to market interventionist policies — but for some much more
than for others — as we will see. WTO members committed to not using distor-
ting domestic support measures and export subsidies beyond the spending levels
during certain base periods prior to the conclusion of the Uruguay Round. Those
—mostly OECD - countries which had very high levels of subsidy spending com-
mitted to binding these levels and to reduce them over a six year implementa-
tion period (Amber Box subsidies by 20 percent, and export subsidies by 21 per-
cent in volume and 36 percent in value). Those countries with very low or
zero-spending levels - such as many SSA countries after SAP implementation —
also had to bind these subsidy levels, with the effect that they would never again
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be allowed to effectively make use of such policy instruments in the future. This
dramatic imbalance between rich and poor countries' obligations has been dub-
bed by some 'special and differential treatment* for developed countries' — as a
few rich countries are still allowed to use subsidies in the tune of USD hundred bil-
lions, while many very poor countries are not allowed to use certain subsidies at all.

Yet, the Agreement on Agriculture makes certain exceptions for developing coun-
tries, e.g. with regard to certain investment and input subsidies (Agreement on
Agriculture Article 6.2) and export subsidies aimed at reducing the costs of
marketing, including internal and external transport, handling, and processing costs.
Developing countries are - just as any other WTO member — also allowed to use
the Green Box without any limitations.

As developing countries did not consider these built-in flexibilities under the
so-called 'special and differential treatment' for developing countries as suffici-
ent, they had been demanding - when the re-negotiation of the Agriculture Agree-
ment started in 2001 - the introduction of a new 'Development Box' (Murphy
and Suppan, 2003) to allow developing countries to support and protect their agri-
cultural markets in the pursuit of their development and poverty reduction agen-
das. Some of the Development Box thinking found its way into the Doha Round
mandate on agriculture, stating that improved special and differential treatment
provisions in agriculture should "enable developing countries to effectively take
account of their development needs, including food security and rural develop-
ment".” For example, a case could be made that governments should consider
providing incentives for raising productivity at reasonable fiscal cost - e.g. price
intervention for smallholders only - without damaging the food security of net
consumers (Green et al., 2005). It remains to be seen how much new flexibility
will ultimately be accorded to developing countries — especially LDCs — in the
final Doha Round negotiation outcomes.

So far, developing countries were generally allowed to maintain relatively high
agricultural tariffs in order to protect their often weak and instable agriculture
markets. However, developing countries are now finding themselves under
immense pressure in the Doha 'Development’ Round negotiations to reciprocate
the existing and future tariff-related commitments made by developed countries.
However, LDCs will not be asked to enter into any tariff reduction commitments
at the WTO, which affects 25 of the 37 African WTO members. But the remai-
ning 12 non LDC SSA countries®™ — with average bound tariffs of 74 percent (ILEAP,
2005b) — will be significantly affected by the proposed tariff reduction method-
ologies. Their only hope is a very generous application of the agreed concept of

* Special & differential treatment is a principle enshrined in the WTO legislation, and applying to deve-
loping countries only, usually asking them for less ambitious commitments then required from deve-
loped countries, providing them with longer transition periods, giving them some more policy space
in WTO rules and disciplines, and incorporating developed countries - usually non-binding - com-
mitments to provide technical assistance to developing countries.

» Ministerial Declaration (WT/MIN(01)/DEC/1), 20 November 2001

% These are: Botswana, Cameroon, Republic of the Congo, Cote D’Ivoire, Gabon, Ghana, Kenya, Mau-
ritius, Namibia, Nigeria, Swaziland and Zimbabwe.



164

'special products' for food security, rural development and livelihood security, on
which they would have to undertake no, or much reduced, tariff reductions. In
addition, they are pushing for the establishment of a new special safeguard mecha-
nism for developing countries only, to effectively enable them to protect their far-
mers from sudden import surges and price falls.

9.3 Tackling tariffs in bilaterals
In terms of participation in international trade, Africa is at a crossroad. While the
role of many SSA countries in the multilateral trading system has so far largely
been characterised by exporting traditional cash crops to major consumer mar-
kets under bilateral and unreciprocated preferential trade arrangements, they are
now challenged by the fact that the preferential market access arrangements be-
tween the African, Caribbean and Pacific (ACP) group and the EU under Lomé
[-IV —now extended under the ACP-EU Cotonou Partnership Agreement (CPA)
— are to be replaced by WTO-conform reciprocal Economic Partnership Agree-
ments (EPAs) between the EU and regional negotiating blocs by 1 January 2008
(CPA Art. 37). SSA countries — divided into a Southern, a South-Eastern, a Wes-
tern and a central African bloc - are currently negotiating such EPAs with the EU.
For what will ultimately amount to free trade areas (in the sense of GATT 1994
Art. XXIV) between the EU and the four SSA regional grouping, the CPA also
provides that "[n]egotiations shall take account of the level of development and
the socio-economic impact of trade measures on ACP countries, and their capa-
city to adapt and adjust their economies to the liberalisation process." Negotia-
tions should therefore be as flexible as possible, e.g. when establishing the dura-
tion of a sufficient transitional period, the final product coverage, and the degree
of asymmetry in terms of timetable for tariff dismantlement (CPA Art. 37.7). More-
over, the CPA recognises the need to build capacity, inter alia, in the public and
private sectors of ACP countries, including measures to enhance competitiveness,
and to strengthen infrastructure, development, and investment, so that ACP coun-
tries will ultimately benefit from the new economic partnerships with the EU.
Unfortunately, while SSA countries have been stressing the development-rela-
ted aspects of the EPA negotiations, the EU is much more focussing on the reci-
procal removal of tariff barriers. The EU has been arguing that for an EPA to be
WTO-conform (as required by the CPA), substantially all trade between both EPA
partners would need to be liberalised — amounting to the removal of tariffs on at
least 90 percent of all products. Yet, the WTO provision dealing with free trade
areas as envisaged by the CPA (GATT Article XXIV) seems to accord a large amount
of discretion to the parties of such an agreement regarding what they consider
"substantially all trade", so that it would be possible to accept much less ambi-
tious tariff reduction commitments by SSA countries than those to be undertaken
by the EU. Notably, the EU has recently signalled that it would give up its very
rigid stand on reciprocity in the EPA context (Borrmann et al., 2005).
Generally speaking, there are very different views with respect to the EPA
benefits that will accrue for SSA countries. The WTO, for example, sees overall
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welfare gains of an EPA for Southern Africa — also if Southern African countries
would fully dismantle all import barriers (Keck and Piermartini, 2005). For its part,
UNECA found that the negative fiscal effects for African countries would be deva-
stating under an EPA requiring them to fully open up, so that the EU would bene-
fit much more from such scenario than Africa (UNECA, 2005).

Much will depend on the investments made by the EU into SSA to increase
trade capacity and competitiveness in order to make an EPA work for Affrica.
Surely, there will be a trade-off between level of SSA ambition to open up and
the level of trade-related aid provided by the EU. As much as the EU may be con-
vinced of the meaningfulness of the EPA route for SSA, there is again the feeling
that an OECD member intends once again to buy and force open market reforms

in SSA.

5.4 Conclusion

The strategy of OECD countries to push and 'bribe' SSA into domestic policy
reform has not worked: half-hearted economic and agricultural reforms result in
policy incoherency, development stagnation and, in the worst case, in chronic agri-
culture and food security crisis. This at least is the experience of the structural
adjustment project in Africa which has never been fully owned by SSA leaders
and constituencies, and therefore has never been implemented by the latter. Yet
OECD countries are further trying to force and lock-in further open-market
reforms at the multilateral (WTO) and bilateral level (e.g. EPAs). OECD coun-
tries would be better advised to provide SSA countries with the policy space they
need to devise and implement their domestically owed development and trade
agendas. But SSA will require much external support to be able to translate their
poverty reduction strategies into forceful and accelerated action (see Section 6).

6. ...And Help Them Farm, Trade and Adjust

Even if rich nations would abolish all trade-distortive measures and give SSA all
the required space to devise and implement their own development, agriculture
and food policies, it is more than questionable whether Africa would be able to
tap into the existing and emerging opportunities single-handedly. It is a commonly
shared view that Africa, being a disease-stricken and poverty ridden continent,
needs massive external support to help provide solutions to all the many chal-
lenges associated with improving agricultural production, assuring food security,
strengthening trade potential, and adjusting to the far-reaching changes induced
by the increasing level of trade and development integration of Sub-Saharan
Africa. Recently, the Commission for Africa (2005) established that external aid
would have to be increased by USD 25 billion annually, topped up by the same
amount after a period of three to five years, so that the key problems and bottle-
necks in SSA could be effectively tackled.
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6.1 Aid to agriculture

Africa’s potential in agriculture is hampered by a wide range of stumbling blocks
and bottle necks — such as climatic and ecological challenges, exacerbated by the
decline of investment in rural infrastructure in the end-1980s and the 1990s. Key
supply-side constraints include insufficient rural transport infrastructure, lack of
extension and marketing services, and an abundance of pests, weeds and diseases
harming crops and livestock, as well as land tenure issues (Commission for Africa,
2005). Also, improving SSA agriculture would require improved storage facili-
ties, agricultural education, credit provision and collection, and agricultural rese-
arch and development (Chigunta et al., 2004).

Table 19: Aid to Agriculture in Developing Countries (1975-1999)
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Yet — as table 19 above shows - ODA provided to agriculture decreased very dras-
tically, from USD 9.3 billion to less than USD 4 billion during 1988 to 1999 (FAO-
IFAD-WFP, 2002). This general trend of shrinking agricultural ODA was espe-
cially strong in SSA where bilateral agricultural aid fell by 60 percent from USD
1.3 billion to only USD 524 million in only ten years (between 1990 and 2001)
(FAQ, 2005).

This striking contradiction between the widely recognised key role of agricul-
ture and rural development, on the one hand, and the declining trend in resource
flows to agriculture, on the other, is very difficult to reconcile. Yet, some of the
possible explanations could include: the global availability of large quantities of
food at declining prices; the view that technological advancement is more impor-
tant than investments in the sector; the unclear links between agriculture and rural
development and other key policy issues — such as the environment; and the per-
ception of donors that agriculture and rural development projects are more risky
and less profitable than other types of projects (FAO-IFAD-WFP, 2002).

Moreover, the widely experienced phenomenon that aid flow to agricultural
programmes has gone down while donor support to health, education, water and
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environment has increased, could be related to the high level of importance the
social sectors receive in SSA PRSPs and the MDG:s. It has also been argued that
civil society groups have promoted this shift by convincing donors that aid must
be people-centered, instead of sector or activity-centered — thereby moving donor
focus to the social sectors (Eicher, 2003). But the declining farm aid symptom may
also be related to the specific challenges of the agricultural sector itself. For exam-
ple, as the private sector is the engine of rural growth, changes in policies and regu-
lations are more important for agricultural producers than direct investment by
the line ministry. Also, the state and the line ministry have only a limited role in
agricultural growth and food security - as much of what is required falls outside
their mandate. It could thus be assumed that a classical sector programme with
a public expenditure focus and targeting a single line ministry is not very effec-
tive in agriculture. Consequently, donors wanting to support a sector programme
may have turned away from agriculture to other sectors such as health and edu-
cation where the challenges were not as discouraging (SNRD, 2006).

More recent state-of-the-art thinking on how to revitalise agriculture through
donor support places much emphasis on so-called programme-based approaches
(PBAs)? as the flexibility characterising PBAs appears to lend itself well with agri-
culture and rural development. For example, different PBAs can complement each
other; they can address multi-sectoral concerns; are co-implemented by local
actors and organisations; while using local structures and procedures; and supporting
both state and no-state actors (Dietvorst, 2005).

Most importantly, PBAs are sector-wide programmes embedded in nationally
owned development strategies — such as PRSPs. Donor support to the agricultu-
ral sector will thus only flow if there is visible and formal recommitment by the
political leadership to effective overall management of the agricultural sector. This
may ultimately reverse the trend of African government's routinely neglecting agri-
culture.

For bringing agriculture back on the agenda, the World Bank may be the right
lead-agency just as it was in the 1960s and 70s (Eicher, 2003). Other key agen-
cies such as the EU, bilateral donors and foundation might follow suit once the
Bank has taken on a new leadership in reinvesting in agriculture.

6.2 Supply-side support

As argued earlier, SSA countries' agriculture would benefit from ambitious out-
comes of the Doha 'Development' Round which would effectively open up
OECD markets and dismantle farm subsidies. Yet, many SSA countries may not
gain much even from such scenario, and this is due to the discouraging environ-
ments they provide for investment or business (Global Trade and Financial Archi-

? PBAs are an extension of sector-wide approaches (SWAps). A SWAp requires that all significant fun-
ding for the sector supports a single sector policy and expenditure programme; under government
leadership; adopting common approaches across the sector; and progressing towards relying on govern-
ment procedures to disburse and account for all funds. PBAs are especially customised towards PRSPs,
e.g. by encouraging donor coordination and harmonisation of procedures, and allowing for support
of state and non-state actors.
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tecture Project, 2005). As recognised by OECD countries at the Monterrey Finan-
cing for Development Conference, it is key to gradually remove supply-side con-
straints in developing countries; to improve trade infrastructure; diversify export
capacity and support an increase in the technological content of exports; streng-
then institutional development and enhance overall productivity and competiti-
veness. SSA-specific supply-side constraints include e.g. dependency on a few export
commodities, low levels of diversification, lack of manufacturing capacity, and land-
lockedness. Other major supply side investments and reform are required in the
areas of governance and the investment climate, including peace and security; social
infrastructure and human skills and know-how development (Commission for
Africa, 2005).

Countries with supply-side constraints need supply-side attention (UN Mil-
lennium Project, 2005), so donor support must also focus on regional integration,
as well as investing in transport and communication infrastructure. Trade facili-
tation — including customs reform, removal of regulatory barriers, improved gover-
nance, air and sea transport reform, and regional integration - seems particularly
crucial against the background of newer agricultural growth-related strategies empha-
sising the importance of regional and intra-SSA trade in staple foods.

6.3 Aid for trade

Lastly, SSA countries require support to be able to meet the economic and social
costs of adjusting to a new global trading environment. This aspect has recently
been dubbed by some 'aid for trade' (see e.g. Commission for Africa, 2005; UN
Millennium Project 2005, and Global Trade and Financial Architecture Project,
2005). Such adjustment costs generally associated with trade integration usually
include balance of payment problems; short-term export losses; loss of tariff reve-
nue; eroding preferences; impacts of higher food prices — especially for LDCs and
net food-importing developing countries; investment costs for promoting diver-
sification; implementing public and private OECD standards; and dealing with
the social dimension of trade integration, including lower incomes and unem-
ployment in the societal groups sensitive to macro-economic changes (Commis-
sion for Africa, 2005).

To help SSA countries adjust to the changes associated with increasing trade
integration, donors could e.g.: provide support for establishing safety nets for the
vulnerable poor and food insecure (UN Millennium Project Task Force on Hunger);
increase ODA to compensate higher food prices faced by SSA LDCs and net-food
importers; or for preference revenue loss (UN Millennium Project, 2005); help
SSA countries to reform their tax systems so as to off-set losses in tariff revenues
(Global Trade and Financial Architecture Project, 2005); and provide technical
and financial assistance as well as capacity building to help SSA countries to
implement current and upcoming OECD standards.

SSA countries further need more and better aid in the form of technical assis-
tance and capacity building to be in a position to negotiate and assess new trade
agreements — and this in a well-informed and self-determined fashion. In the area
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of agriculture, for example, SSA countries require support to determine their import-
sensitive agricultural products with respect to food security, rural development
and livelihood security; to assess the particular effects of proposed tariff reduc-
tion formulas on their own and trading partners' product-specific tariffs; the
impact of tariff liberalisation on preference margins and tariff revenues; or to iden-
tify all relevant non-tariff market entry barriers faced by their agricultural sup-
pliers.

6.4 Conclusion

The trend of declining aid flows to SSA agriculture must be reversed. This could
be achieved if multilateral and bilateral donors would engage more in Programme-
Based Approaches (PBA) on agriculture and rural development as the PBA for-
mat seem to respond best to the multi-sector, multi-agency and multi-dimensio-
nal characteristics of agricultural growth policy. Yet, spurring agricultural growth
in SSA does not only require much more aid to agriculture and rural development
in the narrow sense: SSA needs a concerted supply-side response tackling all
major bottlenecks — ranging from governance issues to macro-economic stabi-
lity; infrastructure improvement; as well as human, private sector and institutio-
nal capacity building. SSA countries further require help to adjust to the chan-
ges associated with increasing trade integration, including compensating preference
and tariff revenue loss, temporary higher food prices, increasingly burdensome
OECD food safety standards, and to the marginalisation of vulnerable groups. Lastly,
SSA countries need technical assistance and capacity building to develop infor-
med positions in the ongoing multilateral and bilateral trade negotiations.

1. Summing Up and Way Forward

The removal of trade distorting subsidies is key for promoting SSA staple food
production and support small-scale farmers as it is expected to result in higher
world prices for a range of staple food crops. This could encourage staple food pro-
duction and intra-regional trade between staple food surplus and deficit countries.
Yet, dismantling farm subsidies could undermine food security policies as higher
prices may reduce consumption in SSA. Mitigating policies are thus key for
making subsidy removal work for all SSA countries.

Possible measures:

e Elimination of all export subsidies (including the subsidy component of export
credits) by 2013 the very latest, with font-loading of subsidy removal on staple
foods of SSA interest;

® Decouple all farm support and reduce to 5 percent of agricultural production
(on a by product-basis) by 2015;

¢ Provide adjustment support to SSA LDCs and net-food importers affected by
higher food import prices.
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As most SSA countries are only facing low levels of tariff barriers in OECD
markets, focus should be under market access on maintaining and optimising
existing tariff market access, while at the same time limiting the market entry bar-
riers resulting from new food standards and private, consumer-driven preferen-
ces and concerns. Also SSA suppliers — small-scale farmers in particular — need
massive help in meeting such production and quality requirements so that they
can access, or remain part of, the respective agrifood chains. Notably, market
access and market entry barriers in OECD markets are less important if agricul-
tural growth strategies in SSA emphasise the regional dimension of staple foods
trade. In that case it seems more important to develop well-functioning local and
regional markets, and to facilitate intra-SSA trade through removing tariff and non-
tariff barriers, customs procedures as well as by upgrading transport and market-
ing infrastructure (see also under aid below.

Possible measures:

e Eliminate tariff peaks, tariff escalation, tariff rate quotas, SSGs and specific
tariffs;

® Reduce all OECD tariffs to 5 percent by 2015;

e Help SSA countries to make use of TBT and SPS agreements; develop institu-
tional frameworks and infrastructure to implement legitimate standards; and to
facilitate DC participation in standard-setting platforms;

e Limit the restrictive effects of RoO by expanding cumulation opportunities, limi-
ting value addition and processing requirements, and streamlining and harmo-
nising them.

* Apply 'development test' —including impact assessment — when developing new
standards, while consulting SSA stakeholders;

* Encourage intra-OECD harmonisation of standards;

® Introduce instruments holding agrifood retailers responsible for standards applied
in contract farming, good practices etc. — especially in respect of implications
for smallholders;

® Ensure respect of the competition laws with regard to companies holding a domi-
nant position on the agrifood market — multinationals in particular;

® Encourages public-private partnerships between OECD countries, agrifood
retailers and importers, as well as SSA countries, suppliers and exporters
- to encourage a wider range of producers — especially small-scale farmers - to
become standard compliant;

e Enter into ongoing public dialogue with relevant public and private sector actors
both in OECD and SSA to promote fair process of standard development and
implementation; and

® Support SSA producer organisations to strengthen bargaining power vis-a-vis
agribusinesses and MNCs.

In terms of domestic policies related to food and agriculture, OECD countries would
be well advised to provide SSA countries with the policy space they need for devi-
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sing and implementing their domestically owed development and trade agendas.
But SSA will require much external support to be able to translate their poverty
reduction strategies into forceful and accelerated action.

Possible measures:

® Provide only fully demand-driven technical and financial assistance and capa-
city building;

® Support SSA countries in devising and implementing their own policies based
on well-informed positions and in a self-determined manner;

¢ In the Doha Round negotiations, grant SSA countries all needed flexibilities with
regard to pursuing their developmental and agriculture policies, including e.g.:

® An exemption for all SSA countries from tariff reduction commitments;

e Alternatively: a flexible and generous application of the concept of special pro-
ducts;

e Application of the special safeguard mechanism for developing countries on all
products; and

® More flexibilities to use trade distorting subsidies, such as price support
schemes for small-scale farmers;

e Use all flexibility with regard to less than full reciprocity and asymmetry in WTO
legislation when negotiating EU-SSA Economic Partnership Agreements; and

e Consider EPAs as a tool for SSA development, rather than for opening up SSA
markets for EU suppliers and FDI.

The trend of declining aid flows to SSA agriculture must be reversed. Spurring
agricultural growth in SSA also required a concerted supply-side response tack-
ling all major bottlenecks — ranging from governance issues to macro-economic
stability; infrastructure improvement; as well as human, private sector and insti-
tutional capacity building. SSA countries further require help to adjust to the
changes associated with increasing trade integration.

Possible measures:

® Bring combined agriculture aid back to 1985 levels;

e Increase overall aid flows to SSA by at least 100 percent;

e Revitalise donor focus on agriculture by promoting Programme-Based Appro-
aches in agriculture and rural development (e.g. PRSPs and subordinate plans
and strategies);

® Provide significant supply-side support to SSA, including help to build well-func-
tioning local and regional markets, and to facilitate regional trade;

e Establish a Trade Adjustment Fund, supporting SSA countries to meet the eco-
nomic and social costs of adjusting to an increasingly integrated trading envi-
ronment, including costs accruing due to, e.g.:

® Preference erosion;

e Tariff revenue loss;

¢ Higher food import bills;
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* Implementation of new food standards;
® Reintegration of vulnerable groups; and
e Analysis for purpose of trade negotiations.

Allin all, it would be recommendable to establish a Global Programme on Policy
Transparency and Coherence — e.g. under the aegis of the OECD - to ensure that
OECD policies do not negatively impact on SSA efforts to develop and imple-
ment their own development and poverty reduction agendas. This would requ-
ire undertaking development impact assessments on current and planned policy
measures attributable to OECD countries; as well as ongoing and committed policy
dialogue between key OECD and SSA public and non-state stakeholders — taking
commendable efforts such as the Commission for Africa process as starting points.
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8. Discussion, OECD-policies affecting small-scale farming in
Sub-Saharan Africa

8.1 Cashai Berhané and Anders Klum"

Berhané begain by commending Werth on a good presentation and noted that he

agreed with what he called the “messianic message” of the paper: “let them trade™

However, Berhané wished to pose a set of questions to Werth and the floor;

e In order for all these conclusions to be realised — what are the obstacles from
the OECDs perspective?

e [f not implemented — what are the consequences from an OECD-country per-
spective?

® From an OECD-perspective today (in the post cold war era), what is aid (espe-
cially within agriculture) trying to achieve? — is it a bribe, a compensation for
colonisation?

Klum'’s discussion centred on a number of complexities related to agriculture and
trade:

* Cashai Berhané, ACP Trade Negotiator, Belgium and Anders Klum, Director, Swedish Ministry of
Agriculture
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® A comparison between Africa and Asia was made in which Klum argued that
in the long- and mid-term, small-scale agriculture is needed to accomplish
poverty reduction in Africa in order to accomplish a development similar to the
Asian case of parallel industrialisation. Historically, however, he wished to caution
that wealth in the North has been accomplished through a decrease in agriculture,
where the share of people employed within agriculture has fallen. This aspect
needs to be kept in mind when discussing African agriculture.

® The issue of protection of African agriculture was raised. Although African agri-
culture was perceived to have certain natural comparative advantages in terms
of for instance climate, Klum argued that protection may be justified in the light
of OECD-policies. He could discern certain positive developments in relation
to OECD policies, for instance the gradual reform of the EU system of support
and a discussion in the US that aid towards farmers in the EU is not conditio-
ned by need (indeed the richest parts of the farming community receives the
largest share of direct subsidies),. However, even decoupled aid to OECD-
farmers has an influence on farm support in OECD countries, he cautioned.

® On the question of the Sanitary and Phytosanitary Standards, Klum argued that
these were correctly described as something to be vigilant about in the future.
He suggested that assuming that the EU-market will not be opened up in this
respect is erroneous and pointed to the ecological regulations currently being
opened up to the least developed countries. In general, he also suggested, it is
very dangerous to allude to having less demanding quality controls on third coun-
try producers and argued that technical assistance to third countries to fulfil the
requirements of the EU-market in this regard were preferable to lowering stan-
dards towards African producers.

8.2 Round-table discussion

e A discussion on the question of protection of African agriculture and the question
of trade liberalisation centred on a number of issues. A number of participants
argued that in the light of OECD-policies, protection of African agriculture may
be justified, especially in the short term as the lead time for adapting to a spe-
cific market situation is much longer for agriculture than for manufacturing.
Bjerninger pointed to the recognition this has received in recent WTO negoti-
ations, allowing the South to reduce barriers gradually. Participants also raised
the more radical questions of resorting to the Nigerian model of banning imports
of staples In the light of low import prices. Werth argued that the felt need for
protection of the agricultural sector among African countries should be for
these governments (rather than the WTO or the World Bank) to decide, but that
the Nigerian ban was understandable.

e Sarris commented on the presumed impact of trade liberalisation and argued
that the analysis is focused on global models, which in turn are heavily depen-
dent on closure rules (macro conditions) based on assumptions of full employ-
ment and fixed external foreign exchange rates. According to analyses by the
FAO, such models imply larger benefits from trade liberalisation as compared
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with the situation where these conditions are not fulfilled. Sarris therefore
argued that the benefits from trade liberalisation are much smaller to the least
developed countries than is often assumed by the lay public. Havnevik argued
along similar lines on the basis of work by Paul Bairoch, an economic historian
who questions the basic assumption of the absolute advantages of trade. Accor-
ding to Bairoch, countries found at inferior levels of development in relation to
their trading partners are likely to lose out in the process of opening up for trade.
The special nature of food as a traded commodity was raised by a couple of par-
ticipants. Bjerninger for instance was concerned with how food security could
be guaranteed in the context of gradually dismantled OECD support to agri-
culture in the North in the context of adapting agriculture in the South to glo-
bal market changes. The consequences of rising world market prices for food
staples to food importers in Sub-Saharan Africa are important to consider in this
respect. Havnevik likewise discussed the character of food as a commodity for
which the reliance on remote trading partners may be potentially detrimental
to food security.

The discussion also pointed to the relative competitiveness and comparative advan-
tage of African agriculture. African agriculture was felt to have a comparative advan-
tage in terms for instance of climate. Hazell advanced the strong view that the
debate was too short sighted and pointed to the latent demand for agricultural
products resulting from the tripling of incomes among 3 billion Asians in the
next 10-15 years. In addition, the diversification of diets would lead to large mar-
ket opportunities for African products, especially in land constrained countries.
By contrast European markets are already saturated. The necessity of supply-
side measures to realize these opportunities was also raised by Hazell (and ear-
lier by Sarris). However, supply-side measures are needed to double or triple
productivity within the next 10-15 years.

In this context also the question of South-South trade was raised in more gene-
ral terms, pointing to the latent demand from regional food markets currently
the subject of large restrictions. Sarris advanced the view that addressing intra-
regional trade restrictions should be an alternative focus. Werth agreed that
South-South trade constitutes an important potential for African agriculture,
but also cautioned that the championing of South-South trade by the Cairns
group within the WTO may be based on ulterior motives.

The relationship between trade and aid, aid for trade and aid to agriculture more
generally was also discussed at some length, following the question by Berhané
on the nature of OECD aid to developing countries in the post Cold War era.
Jones argued that aid to the agricultural sector should be demand-driven, as the
tendency otherwise would be for donors to drive the process of agricultural deve-
lopment. Werth however, suggested that the notion of demand-driven aid was
unrealistic as the public in the North in general were concerned with the way
public funds are spent in relation to aid. A broader issue was raised as to
whether aid was promoting laziness among African governments. On this sub-
ject a certain amount of dissension could be discerned.
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e Sarris commented on the relationship between trade and aid and argued that
the aid policies of the international financial institutions such as the World
Bank have tended to promote trade (especially the export sector). This has
resulted in a situation where a very large share of the product value accrues to
international companies rather than the farmer. Werth in agreement with Sar-
ris suggested that aid to enable trade should be centred on the demands of the
African countries, rather than those of the international financial institutions.

® Mkandawire in response to the question of what motivates Nordic countries to
support countries in Africa (in contrast for instance to the international finan-
cial institutions) posed the question of whether the Nordic aid agencies had eva-
luated the return to their earlier aid efforts within the agricultural sector with
reference to their objectives at the time.

* Another topic of discussion came to consider the role of OECD support to its own
agricultural sector and the system of trade preferences between the EU and ACP-
states as an indirect consequence of the CAP. Berhané raised the issue of OECD
perspectives on subsidies and the initial discussion came to focus on the legiti-
macy of such support. A general consensus on the role of agriculture as a ques-
tion of culture and identity, and not only production, emerged in the context
of Europe. Werth raised the issue that the preservation of the cultural value of
the agricultural sector in Europe requires state support. Havnevik similarly
argued that the legitimacy for supporting agriculture in the North is linked to
issues of natural resource management. In Norway, for instance, only one third
of costs would be carried without agricultural subsidies. Werth pointed to the
alliance of interests between Europe and the ACP-states in defending the CAP
as a way of avoiding a US large-scale farming system in Europe on the one hand
and preserving the preferential access to the EU market by the ACP states on
the other. The effect of this alliance in turn, argued Werth, is a conflicting view
among the countries of the South in relation to OECD-subsidies. The distributional
effects of trade preferences was also raised with Wretborn arguing that a more
profound analysis is necessary tracing the impact for the preferentially treated
country in terms of who benefits (large farms more likely) when the domestic
market shrinks as the country shifts its production towards the export market.

® The reform of the CAP specifically and OECD systems of support more gene-
rally, was also raised. The development within the EU was regarded as a posi-
tive tendency Wretborn argued, although even decoupled support would have
an influence on production. Werth, referring to the keynote address by Jamtin,
however, suggested that subsidies were likely to remain for the foreseeable
future in the OECD countries, although their size may be gradually reduced.
In sum, Werth suggested that European agriculture is in need of some kind of
support also in the future, but called for such measures to be restricted to dis-
torting the EU-market alone.
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e A lengthy discussion on the issue of standards in general and standards as a trade
barrier more specifically followed. Werth suggested that real EU commitment
needs to be seen through opening up non-tariff barriers to agricultural imports
in general from the South, and not only through limited initiatives on ecologi-
cal products which he described as slightly patronising. An overwhelming con-
sensus emerged that less demanding quality controls on third country produ-
cers of agricultural products was counterproductive as this would suggest to
consumers that goods from these countries are of inferior quality. Sarris poin-
ted to the difference between the private and public sector as determinants of
standards and argued that private standards are the prerogative of the private
sector in the sense that retailers are free to adopt whatever standards they wish
to. Selanniemi in this context cautioned that private sector determination of public
health standards poses a latent threat to public health and safety. Sarris focused
instead on the negative role of standards as a possible trade barrier to imports
of agricultural goods from Africa to the OECD countries. On the basis of US
pistachio producers he identified a potential danger of the public sector adop-
ting unnecessarily strict standards in response to lobbying from domestic pro-
ducers interested predominantly in protecting their markets from foreign com-
petition. Also pointing to the European policy of zero-tolerance for certain
additives for instance he suggested that the austerity of such standards may be
gradually increased as methods of measuring additives improve and called for
the consequences and implications of harsher standards to be addressed.

e Technical assistance to third countries to fulfil the requirements of the health
and food standards of the EU for instance were advanced as the way forward in
relation to setting standards by a number of participants.

e Lastly, issues of policy-space and governance were discussed. Sarris pointed to the
limited policy space of African governments in relation to determining their tariff
levels and argued that this was a consequence of pressure for reducing tariffs
from multilateral institutions and donors. This has prohibited countries from rai-
sing their applied tariffs, despite a formal right to do so. In response Werth
remarked that African governments are not using their policy spaces and that
in general the entire concept of policy space violates the WTO principle of equal
trading opportunities. Within the framework of the WTO however policy space
is implemented through Special Preferential Treatment. Whereas Sarris focu-
sed on the exogenous constraints of African governments in using policy space,
Friis-Hansen argued that African governments were not using their policy space
to protect the interests of their own countries. Following this discussion he sug-
gested that the question of marginalisation of African agriculture does not stem
from OECD subsidies alone but is also related to mismanagement in the Afri-
can countries themselves.
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Synthesis, conclusions: What policy lessons
for African countries?

Edward Heinemann and Eleni Gabre-Madhin were instrumental in compiling a
synthesis of the discussions throughout the workshop. They chose to structure this
around six major recommendations and agreements emerging from the workshop:

1. agricultural growth is key

2. Africa needs a productivity revolution

3. agricultural growth must be market-led

4. making markets work involves both private and public sectors
5. collective action by farmers is critical

6. Africa must lead its own development

1. Agricultural growth is key

e Africa cannot achieve the MDGs without a concerted focus on rural, broad-based,
growth

e Agriculture is key to economic growth and poverty reduction in sub-Saharan
Africa

® While non-traditional, high-value, agriculture is clearly important, the greatest
gains in poverty reduction and growth will come from growth in food staples
(crops, livestock, fish), due to the structure of African economies

® Need to turn around declining aid and investment in agriculture by both govern-
ments and donors

® Need to remove OECD distortions

® Need to achieve donor policy coherence (Sweden-led)

2. Africa needs a smallholder productivity revolution

e Africa is the only region where food productivity has not increased
e Increased productivity will generate a surplus for market, generate non-farm
demand and employment, and increase rural household incomes
® To close the yield gap, technology generation and diffusion requires greater
support:
e There are important success stories to recognize and build upon:
— cassava, NERICA, farmer innovations
— examples of intensification, commercialization, specialization of farm
systems.

® There is an African institutional framework in place to support: FAAP,
NEPAD/CAADP
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® However, the yield gap will not be closed by technology alone:
* Knowledge gap within rural communities
® Weak security of land tenure constrains investment and NRM
® [nput use is extremely weak:
— input prices are the highest in the world
— missing financial markets constrain input adoption
® Need to urgently address input delivery systems, included pre-reform inter-
linked input-output markets

3. Agricultural growth must be market oriented

¢ Unique African challenge: to achieve market-based Green Revolution, which
implies greater risk for farmers

® Market and trade opportunities must be targeted at domestic, regional, and glo-
bal levels (in that order)

® There is no pure subsistence model out there: most smallholders are engaged
in the market as both buyers and sellers — False dichotomy of smallholder ver-
sus commercial

¢ Need concerted policy focus and interventions to promote market participation
of smallholders, regardless of scale or location

4. Making markets work involves private and public

® Private sector led markets are emerging but appropriate public sector role must
be developed

e Inconsistent and ad hoc approaches to interventions by both donors/NGOs and
governments to support markets

® Market development must be holistic, addressing 3 I's (incentives, infrastruc-
ture, and institutions), and tailored to specific market and societal conditions

e Reducing market margins is vital to achieving market potential

® Need a strategy to manage volatility and risk that involves short and long-term
approaches.
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9. Collective action by farmers is critical

® A whole range of new and innovative farmer organizations are emerging at
various levels (local, national, regional), with considerable variation across coun-
tries
® Increasing space for these organizations is being opened up through democra-
tization and decentralization and the dismantling of state institutions
® These organizations play a critical role:
® Access services and markets
® Hold governments accountable
* Engage in policy processes
® Need further support at different levels:
® Emergence and sustainability and social inclusiveness
e Larger scope for engagement at national/regional levels
* Agenda must be driven internally, not by donors/governments

6. The state has an appropriate role

® Need to support partnership between state and civil society

® Need to address public goods and services

® Need to create enabling environment and public goods for private markets to
thrive

® Need to be accountable to the citizens

1. Africa must lead

e African participation and ownership of the agenda is emerging (NEPAD, RECs,
SROs,national governments)

® Need for international community to respect and enhance this process

® The poverty reduction strategy and MDG processes are evolving toward grea-
ter emphasis on the rural growth agenda

® These processes are also gradually becoming more inclusive

® Responsibility for governments to increase focus and resources to rural sector,
and to lead donors in aid effectiveness agenda. Donors to support and respond
to this.
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8. Can Africa do it?

® More favorable domestic policy environment:
® Emerging private sector
* Active civil society
® Inclusion and participation
e Commitment to governance
® Commitment by African governments to agriculture, markets, and investment
¢ New innovation systems are emerging
® Success stories to build on
® Increased pressure within OECD for pro-poor

9. Take-home messages

e Agricultural growth is key to stimulate rural development, alongside non-farm
development

e Africa needs a productivity revolution

e Agricultural growth must be market-led

® Making markets work involves private and public

e Collective action by farmers is critical

e There is an appropriate role for the state

e Africa must lead

e Can Africa do it?

10. Discussion

The discussion following their presentation evinced a certain amount of disagreement
among the participants, for instance in relation to the components of agricultural
growth. The relationship between increasing yields and its relationship to labour
productivity was one of the starting points in this discussion. Havnevik argued that
increasing yields is an element of labour productivity and that one of the major
issues related to agricultural growth is increased labour productivity. Sarris in response
argued that rising agricultural productivity is a consequence also of rising land pro-
ductivity, which in turn can be raised fairly easily through existing technologies
if inputs are applied correctly. Rising agricultural productivity in general is a result
of increasing total inputs and the efficiency with which inputs and labour are used
as well as the use of better technology. Hazell, likewise questioned the statement
that rising yields are an effect of increasing labour productivity.

The definition of food staples, it was suggested, should be widened to include also
livestock and fish and not only crops. Another widening of perspectives was sug-
gested by Havnevik who argued that an agricultural perspective was too narrow,
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and called for a focus on rural and broad-based growth in which excess labour
released by the agricultural sector as a result of rising labour productivity could
be employed within the wider rural sector. Urban employment he suggested was
not an option for this kind of labour.

The question of whether trade should be included in the synthesis was dismissed
on the grounds that initial supply-side measure are necessary to make goods
tradeable and that the basic solution to balance domestic price fluctuations would
be improved infrastructure, rather than resorting to trade for this purpose.

The social aspects of a productivity revolution were also raised by a number of

participants who agreed that this is a necessary component of a general rise in pro-
ductivity. At a technical level, Friis-Hansen also suggested a need to emphasize
the input markets for pro poor technology. He argued that presently, inputs are
accessed through projects and programmes providing inadequate continuity in
terms of farmer’s access to inputs.
Friis-Hansen at a more general level also questioned to what extent the recom-
mendations presented by Heinemann and Gabre-Madhin differed from the agri-
cultural development agenda being promoted thirty years previously. Why should
we be so optimistic now concerning a productivity revolution, wondered Friis-
Hansen? Rahmato confirmed the inherent scepticism in this query and suggested
that the negative examples from Africa are many and that political factors in gene-
ral are the cause of the poverty of small farmers. Hazell argued that recently a num-
ber of success stories have emerged which can be built on, for instance the West
African cassava revolution. Agriculture’s annual growth of 2.5 per cent since
1980 is twice as fast as the manufacturing sector’s growth (1.2 per cent in the same
period)!

Heinemann in response to Friis-Hansens question also argued that at regional
and national level more commitment and more effective policies are in place than was
the case three decades ago. Keller in addition suggested that the policy environ-
ment is more enabling also at the international level, with the EU for instance stri-
ving towards policy coherence. Hazell seconded the view that the policy environment
in general is more favourable, while Jones in addition suggested that new inno-
vation systems are also in place. Friis-Hansen, however suggested that the role of
civil society as a component of a more enabling policy environment also needs to
be addressed. Abaru suggested that Kenyan civil society constitutes an example
of an enabling policy environment for agriculture.

Carus suggested that issue of governance and institutions was not dealt with suf-
ficiently as bottle-necks related to governance issues should be reflected in the
agenda and that the general institutional framework needs to be addressed more
closely. Also on the topic of governance, it was argued that policy in itself is not
the problem, but that donors may not trust the new structures which are being
putin place. Friis-Hansen in this context, however, pointed to the increased finan-
cial commitment of African leaders in terms of agricultural spending through

NEPADs CAADP.
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Roundtable on the “new” agricultural agenda for
Africa co-organised by the EGDI, Sweden, and IDS,
Sussex, June 12, 2006

Lawrence Haddad and Jennifer Leavy”®

1. Introduction

The key issues to be addressed at this roundtable were: (1) what is new about the
latest agenda for African Agriculture? What were the causes of optimism and
pessimism? And (2) what can be done (by donors in particular) to maximise the
favourable conditions and developments and minimise the less favourable con-
ditions? Those present included academics and policy makers.

2. What is new ahout the latest agenda for African Agriculture

Lawrence Haddad presented some of his thoughts on the causes for optimism and
pessimism comparing the agenda of today with that of the 1970s to the mid 1980s
(see below). He noted that many of the items could switch panels, depending on

context.

Causes for optimism

1970s - 1980s

Now

A plan for Africa | None Comprehensive Africa Agriculture Development Pro-
gramme has high level of political support in Africa
Recognition of Low Higher (e.g. Food and Agriculture Organisation; Inter-
heterogeneity national Food Policy Research Institute classifications)
Approach Green revolution Rainbow evolutions/ tension with harmonisation

Investment level
in agriculture

Medium

Low, but commitments to increase African investment
to 10% - agreed in Mozambique

Markets Not important or all-important | Seen as necessary but not sufficient

State Not important or all-important Seen as necessary but not sufficient

Higher education | Commitment medium, then Commitment is stronger now.

in Africa weakened

Trade policy Common Agricultural Policy Pressure to open up OECD markets and stop subsidising
‘rules’ OECD farmers

Global value Weak Strong, but easily switched and can lead to inequality

chains at source

* Institute for Development Studies, Sussex University, UK.
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Causes for pessimism

1970s - 1980s

Now

Poverty levels High Still high, although falling
‘Water control Low Low
Infrastructure Weak Weak

Local institutions

Talked about, not much space for
them, but not seen as central

Talked about, more space for them, but still
not seen as central

Agriculture as livelihood

Strong component

Less attractive to 20-somethings

China

Not on radar screen

Significant opportunities; significant threats

HIV/AIDS

No large impacts

Large impacts

Population pressure

Half the population of 2006

Population of 1980s has doubled

Food and Agriculture
Organisation

Strong

Weak

Ministry of Agriculture

Central to agriculture

Weak, but still have a key role

Vulnerability Medium Higher (climate change, AIDS, poverty)

Disciplinary approaches Weak on politics, anthropology Still the same

The ensuing discussion focused on a number of key issues raised in the above
slides, but also on key areas missed; Corruption (is it any worse today? is the faith
of farmers in the state and market any weaker today?), land reform (there are more
successful lessons to draw from elsewhere, despite many failures in Africa), soil
fertility (deemed to be worse today), macroeconomic fundamentals in place (also
worse today compared with the 1970s), and lessons from integrated rural deve-
lopment (that action can be conceived of in the rural space, but it does not have
to be jointly implemented in an integrated way). It was also noted that evalua-
tions undertaken in the mid 1980s and 1990s were so damning that they did not
hold back the tide of budget cuts to agriculture. One respondent also felt that the
presentation by Haddad underplayed the strength of local institutions for agri-
cultural development. The importance of governance issues was also stressed.

Magnus Jirstrom made a presentation that stressed the similarities between Sub-
Saharan Africa today and India pre-green revolution conditions in terms of popu-
lation density, irrigation density, and the sense that nothing would happen on its
own to improve productivity. The presentation recognised the many differences
too, acknowledging the significant difficulties and a number of conditions that work
against an Asia-inspired rapid rural development, notably the dampening effect
on incentives of very low-level of world prices in agriculture, competition with
low-cost producing Asian farmers, and the absence of links between industry and
agriculture. It also highlighted the political nature of the choices made to support
or not support agriculture in the medium to long term.

A respondent pointed out that the recent re-focusing on agriculture has meant
that rural development appears to be mentioned relatively more rarely these
days, and questioned whether agriculture or rural development more broadly should
be stressed. There was a discussion about the strategic relevance of this choice.

Further discussion centred on the crucial role of institutions and norms, at the
local level such as farmer organisations as well as the importance of governance
and political commitment both in-country and from donors, for agriculture-
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based, market-led development. From the donor point of view there was a sense

that there has been a lack of strategy for dealing with institutions, any new stra-

tegy should be country-led and the real test will be in implementation.

Jennifer Leavy presented the Future Agricultures consortium’s proposed work
on agricultural commercialisations for smallholder agriculture. She explained
how the African and UK partners would start by mapping past work on small-
holder commercialisations and then exploring how they would add value — expli-
citly by working together to add institutional and policy processes dimensions to
any new analyses and embedding them in their local contexts. A key cross-
cutting issue that the theme will focus on is the key role of labour markets and
labour exchange in allowing the most vulnerable people to access the benefits of
agricultural growth through commercialisation.

The following presentation from Kjell Havnevik of the Nordic African Insti-
tute focused on:
® Innovation — how to reduce the uncertainties for farmers? Is the current (and

the historic) agricultural research and development system organised in the
wrong way, aiming at the wrong users? How to support a greater lead-user per-
spective — that is actors who have a capability to see the potential benefit from
the innovation, and can act as social carriers of new techniques? How to sup-
port African R and D systems? Development of technology needs to be
matched by development of the innovator. Central to this are democratisation
and participation.

® Decentralisation and democracy — we need to legitimise local knowledge sys-
tems, and we need to capitalise on greater democratic space to support civil soci-
ety to engage with governments on agriculture.

e Agricultural development needs to relate to both supply and demand problems
— for instance food security is not only a matter of provision through produc-
tion and trade, but as well a problem of entitlements, capabilities, access and
demand.

e [nstitutions — they are weak, especially for land reform — donors must find ways
to support land reform efforts. Agricultural development is embedded in the insti-
tutional, political and cultural contexts. Socio-cultural aspects are crucial and
institutions play a central role in successful agricultural development, as do
policy processes on many levels — global, national, regional, district, local.

e Can agriculture carry the entire burden of development? What are the other
economic activities that need to develop in rural areas, including industry and
services? And who is responsible for linking these up?

The discussion highlighted the following issues:

e [f we open up the box of social considerations, how do we keep action mana-
geable and practical?

e Can growth be socially responsible (what can be learned from the operationa-
lising pro-poor growth agenda?) And who has the capacity to steer it in that direc-
tion?
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3. What can be done to support the new agenda?

e CAADP is important because it has the backing of all stakeholders, at least in
terms of rhetoric, but how can donors supportit? Perhaps by signalling to Afri-
can governments a willingness to address capacity gaps that they identify as key
for successful implementation of CAADP at the country and sub-national levels.

® In their enthusiasm to support the CAADP process, donors must be careful not
to take over (or be seen to take over) the process.

® How donors support capacity in African agriculture — at the individual, organi-
sational and institutional levels — was also seen as a key issue.

® [sit a strength to have a continent-wide CAADP? Some felt it put off the nitty
gritty discussions necessary for successful implementation. Others felt that this
was a valid concern, but that politically, it was important to be at this level, although
this does not rule out other strategies to build political support —i.e. at the civil
society level.

® The challenges were recognised of providing incentives to farmers to act collectively
in a political sense, but this was thought to be essential and something that the
institutions could be strengthened to do. This would require a high level of con-
fidence of the State in itself and changes in governance in the OECD (related
to WTO, and areas such as money laundering, drug control and arms dealing).

® Donors could also support peer review processes that relate to CAADP related
activities. In particular they could champion peer review that was geared to lear-
ning and acting upon that learning — not just being a defensive vehicle to jus-
tify funding an d protect against future cuts. Any peer review needed to assess
the indirect effects of investments in agriculture and the direct effects that are
less easy to capture by convention means (such as vulnerability reduction and
changing power relations)

* Somehow institutions need to be strengthened — those that are fast moving, slow
moving and culturally embedded. Work on institutions in agriculture needed
to be more empirical and practical. Work on mapping relationships within
Ministries of Agriculture and between them and other Ministries and agencies
was considered a high priority for the Consortium hosted by IDS. What should
they be able to control, what should they be able to influence and what is
impossible to influence? And compare this with what they do control and
influence.

e A further point was made regarding the CGIAR system and in particular to con-
tinuously work with, and try to improve, IFPRI as an important knowledge
resource base for African rural development and agriculture.

® Donors could also do more to bring together different bodies of knowledge on
African agriculture — global and local, linear and complex, outcome and pro-
cess, technocratic and contextual. This could include publishing support to
African research.
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Appendix 1: List of Abbreviations

AARINENA The Association of Agricultural Research in the Near East
and North Africa

AATF Africa Agricultural Technology Foundation

ACP Africa, Caribbean and Pacific

AGOA US African Growth and Opportunity Act

ANAFE African Network for Agriculture, Agroforestry and Envi-
ronment Education

ASARECA Association for Strengthening Agricultural Research in
Eastern and Central Africa

BASIC Building Africa’s Scientific and Institutional Capacity

CAADP Comprehensive Africa Agriculture Development Program

CAP Common Agricultural Policy

CGIAR Consultative Group on International Agricultural
Research

CORAF/WECARD Conseil Ouest et Centre Africain Pour la Recherche et la
Développement Agriole/ West and Central African Coun-
cil for Agricultural Research and Development

CPA ACP-EU Cotonou Partnership Agreement

CSA Collectif Stratégies Alimentaires

CTA Technical Centre for Agricultural and Rural Cooperation,
ACP-EU

CUTS-CITEE Consumer Unity Trust Society — Centre for International
Trade, Economics and Environment

DFID Department for International Development

EBA Everything But Arms initiative

ECOWAS Economic Community of West African States

EPA Economic Partnership Agreement

EGDI Expert Group on Development Issues

ECDPM European Centre for Development Policy Management

FAAP Framework for African Agricultural Productivity

FAO Food and Agricultural Organization

FARA Forum for Agricultural Research in Africa

GATT WTO General Agreement on Tariffs and Trade

GCC Global Commodity Chain analysis

GDP Gross Domestic Product

GSP Generalized System of Preferences

GTZ Deutsche Gesellschaft fiir Technische Zusammenarbeit

HIPC Highly Indebted Poor Countries

IAC Inter Academy Council

IATP Institute for Agriculture and Trade Policy

ICT Information and Communication Technology

ICTSD International Centre for Trade and Sustainable

Development
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IFAD International Fund for Agricultural Development

IFPRI International Food Policy Research Institute

[IED International Institute for Environment and Development

IITA International Institute of Tropical Agriculture

ILEAP International Lawyers and Economists Against Poverty

ILRI International Livestock Research Institute

LAC Latin America and the Caribbean

MDG Millennium Development Goals

MFI Micro Finance Institutions

MRL Maximum pesticide Residue Level

NARI National Agricultural Research Institutions

NARS National Agricultural Research Systems

NASULGC National Association of State Universities and Land Grant
Colleges

NATURA Network of European Agricultural Tropically and Sub-
tropically Oriented Universities

NEPAD New Partnership for Africa’s Development

NERICA New Rice for Africa

NGO Non Governmental Organization

NIE New Institutional Economics

ODA Official Development Assistance

OECD Organization for Economic Cooperation and Develop-
ment

ONPV Office Nigérien des Produits Vivriers

PAF Agro-Forestry Project

PATECORE Projet Amanagement des Terroirs et Conservation des Res-
sources dans la Plateau Central

PPA Participatory Poverty Assessment

PRSP Poverty Reduction Strategy Paper

REC Regional Economic Communities

REPA Réseau d'Expertise des Politiques Agricoles

ROPPA Le Réseau des Organisations Paysannes de I’ Afrique de
I’Ouest/Network of Farmers and Producers Organizations
of West Africa

RSA Republic of South Africa

SADC-FANR Southern Africa Development Cooperation — Food, Agri-
culture and Natural Resources

SAP Structural Adjustment Programme

SFFS Small Farms and Food Staples production

SNRD Sector Network Rural Development in Africa

SPS Sanitary and Phytosanitary Standard

SRO Sub Regional Organizations for Agricultural Research

SSA Sub-Saharan Africa(n)
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SWAC South West Africa and Sahel Club, OECD
SWC Soil and Water Conservation

TBT Technical Barriers to Trade

TC Tissue Culture

TCE Transaction Cost Economics

TNC Trans National Corporation

TRQ Tariff Rate Quota

TRTA/CB Trade-Related Technical Assistance and Capacity Building
UEMOA West African Economic and Monetary Union
UN United Nations

UNECA UN Economic Commission for Africa

USD US Dollar

WARDA Africa Rice Center

WEFP World Food Program

WHO World Health Organization

WTO World Trade Organization
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Sweden
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Belgium
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Head Sida natural resource
department

Sweden

Ms. Hanne Carus
Ministry for Foreign Affairs
Denmark

Mr. Géran Djurfeldt
Professor, Sociology, Lund
University

Sweden

Mr. Esbern Friis- Hansen

Danish Institute for International
Studies

Denmark

Ms. Eleni Gabre-Madhin
Program director, IFPRI
Ethiopia

Ms. Eidi Genfors

Head Sida regional rural
development Nairobi
Sweden

Mr. Inge Gerremo
Sida natural resources department
Sweden

Mr. Mamadou Bara Gueye
Director, [IED
Senegal
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Researcher Nordic Africa Institute
Sweden



Mr. Peter Hazell
Visiting professor, Imperial College

UK

Mr. Ed Heinemann
Regional Economist, Africa Il region

IFAD

Mr. Torgny Holmgren

Head of Department for Development
Policy, Foreign Ministry
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Mr. Mats Harsmar
EGDI, Ministry for Foreign Affairs
Sweden

Mr. Monty Jones
Director, FARA
Ghana

Ms. Carin Jamtin
Minister of development cooperation
Sweden

Mr. Robert Keller

Africa department, Ministry for
Foreign Affairs

Sweden

Mr. Anders Klum
Ministry of Agriculture
Sweden
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Mr. Hakan Marstorp
Sida, Sarec

Sweden

Mr. Richard Mkandawire
Professor, agricultural advisor

NEPAD

Mr. Tom Mugisa

Program officer Technical Services
PMA

Uganda

Mr. Willie Odwongo
Director, PMA
Uganda

Ms. Ingrid Peterson
State secretary, agriculture
Sweden

Mr. Dessalegn Rahmato
Manager, Forum for Social Studies
Ethiopia

Mr. Alexander Sarris
Head FAO
Italy

Mr. Ian Scoones
Researcher, IDS
UK
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Ministry for Foreign Affairs
Finland
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State secretary, development
cooperation

Sweden

Ms. Judi Wakhungu
Director, ACTS
Kenya

Mr. Ananda Welwita
UN Habitat
Kenya

Mr. Alexander Werth
Consultant
Uganda

Ms. Ingrid Widlund
EGDI Secretariat, MFA
Sweden

Mr. Christer Wretborn
Swedish FAO-delegation, Rome
Sweden

Mr. Mats J Aberg
Ministry for Foreign Affairs
Sweden
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cooperation

Sweden
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Sub-Saharan Africa is the only major region in the world where poverty is in-

creasing rather than going down, and where human indicators tend to worsen.
A major cause of this is the crisis in agriculture, especially in the production of
food staples. Hence, productivity increases are needed — but how could this be

achieved?

This volume contains the proceedings from a workshop on “policy, poverty and
agricultural development in Sub-Saharan Africa”, held at Frosundavik, Sweden,
in March 2006. It discusses a number of themes central to this question: the
role of research and technology, the need for institutions that could improve
the functioning of markets, what policies African governments ought to apply,
as well as what OECD countries ought to do with their policies.

The volume sets out with the broader discussion on what role agriculture as an
economic sector might have in contributing to pro-poor growth on the continent.
Policy recommendations are also provided.
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