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I. INTRODUCTION

The United Nations Economic Commission for Africa's Senior Regional

Adviser in Food and Agricultural Policy and Planning, Mr. G. I. Abalu, was

invited to serve as a Resource Person at a Workshop on Agricultural

Transformation in Africa which took place in Abidjan, "Cote d'lvoire on

September 26-30,1995. The workshop was organized and sponsored by the

African Development Bank in conjunction with the Sustainable Development

Office of the United States Agency forfriternational Development (USASD),

Africa Bureau, who funded the mission.

The goal of the workshop was to identify strategic investments and

policy actions that African Governments, firms, and organizations can

undertake, with the support of their development partners, to foster

agricultural and economic transformation in Africa. The workshop focused

on forces that will influence the evolution of African economies well into the

21st Century. The emphasis was not simply on the impact Of structural

adjustment programmes but rather on the broader process of economic

adjustment that would lead to more productive economic systems. Particular

emphasis was placed on weather agriculture can continue to sesrve as ah

engine of overall economic growth in African economies. The discussions

were guided by a number of country studies including a presentation by the

mission on the food needs and major policy issues facing Sub-Saharan-

Africa.

The workshop brought together 40 senior African analysts and policy

makers to share and analyze their experiences in how best to foster the

transformation of African agriculture and economies from low-productivity

systems to systems capable of supporting long-term, sustainable, broad-

based economic growth (see list of participants in the annexe). The

participation of ECA's Senior Regional Adviser in Food and Agricultural Policy

and Planning at the workshop was in conformity with Programme Element

20.48 of the approved United Nations Regular Programme of Technical

Cooperation for the 1994-1995 Biennium which calls for the provision of

advisory services and training to member States and inter-governmental

organizations in the formulation and implementation of appropriate policies,

plans, and programmes for attaining sustainable agricultural development.
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II. BACKGROUND TO THE AFRICAN FOOD CRISIS

Over 250 million people in Sub-Saharan Africa are living in poverty.

This figure is expected to rise to over 300 million by the year 2000 if present

trends continue. By the end of the decade, it is projected that almost one-

third of the developing world's poor will be found in Sub-Saharan Africa,

compared to about 19 per cent today. Most of these people do not have

access to enough food to meet their needs for a healthy and productive life,

often going hungry and not knowing where their next meal will come from.

They often suffer and die from diseases associated with hunger and poverty.

In short, over the fast two decades Sub-saharan Africa has been facing a

general deterioration in the standard of living manifested in increased levels

of poverty and food security.

Since the early 1980s, per capita production has been declining

steadily. Over three-fourths of the countries in Sub-Saharan Africa produce

less food today than in 1980. This stagnation and retrogression is the

harbinger of the region's current economic malaise, social decline and

marginalization. Because the food and agricultural sector dominates most

Sub-Saharan African economies in terms of contribution to GDP, employment

and incomes, its growth and development are essential for the overall

process of socio-economic development in the region. The food and

agricultural sector must grow enough food and raw materials for its rising

population and ne"w industries; produce exports that will earn the foreign

exchange needed to purchase essential machinery and equipment and service

foreign debts; and, as productivity increases, release labour and capital for

the other sectors. The challenge facing African agriculture is, therefore,

immense. Not only must it feed a population that is increasing at an annual

rate of about three percent and will double in about 20 years, it must also

provide employment for a rapidly growing work force - 50 to 80 percent of

Africans earn their living from the land. It has been estimated that, to meet

this challenge, Sub-Saharan agriculture must grow at a minimum average

annual growth rate of about 4.0 percent during the next 20 to 25 year. Can

this challenge be met? Can Sub-Saharan Africa achieve such an ambitious

growth rate given its past record and performance? Can the rest of the

economy grow at a sufficiently high rate to absorb the increased agricultural
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production that such a growth rate entails? What would be the implication

of such a growth rate on the environment? How should future food and

agricultural policies'be oriented to meet the target?

Available evidence lends strong support to the close relationship

between agricultural development and overall economic growth. Recent

results show that an initial increase in rural incomes in a set of African

countries is amplified through growth multipliers averaging 2 percent and

higher. Furthermore, other agricultural multiplier estimates range from 1.5

to 2.7 and are comparable to estimate for Asian countries which range from

1.5 to 2.4. Because of the high marginal expenditure shares for food,

consumption linkages play the main role in agricultural growth multiplier

effects. This implies that increments to income have to be widely-spread for

the growth multiplier process to assume importance. At the current level of

development of African economies, only agriculture-based activities can bring

about broad-based increases in per capita income. In addition, sustaining the

process of growth will call for improved competitiveness and greater

responsiveness in the domestic consumer goods industry, as expenditure

patterns shift in favour of the latter. This puts promotion of appropriate

technology in agriculture and the creation of an enabling environment at the

centre of the challenge facing African countries.

II. HISTORICAL TRENDS IN AGRICULTURAL GROWTH AND

DEVELOPMENT IN SUB-SAHARAN AFRICA

A commissioned report for the workshop prepared by Dunstan Spencer

and Associates, a consulting firm, provided background information on

historical trends in agricultural growth and development since 1920. The

findings of the report are reproduced in the rest of this section.

Diversity of Africa

The physical, environmental and socio-economic conditions in Africa

are diverse. All discussions of economic development must take that into

account. No general policy prescription can be made for all countries or

ecosystems of the continent. Agro-ecological zones are a very useful basis
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for discussing agricultural development issues, since the natural resource

base, including bio-diversity, are a key determinant of agricultural production

possibilities. Agro-ecological zones cut across national boundaries.

However, the agricultural policy framework, another important determinant

of the agricultural development prospects is best differentiated within

national and regional boundaries.

For consistency with other country groupings, the study defines five

zones. Nigeria is treated as one zone because of its population. The rest of

the countries in the Warm Humid Tropics are combined with those in the

Warm Sub-Humid Tropics to form the Central-West Africa zone. The Cool

Tropics is divided into two zones - Eastern and Southern Africa. The main

characteristics of the resulting five zones are shown in Table 1.

Population Growth

Figure 1 shows that the population of each of the five regions in SSA

has doubled over the last three decades. However, there has not been much

difference in growth rates between the regions, except for a slightly higher

rate in the East. Consequently, the regions have maintained their relative

positions over the last three decades, as far as total population is concerned.

Record of Economic Development

Figure 2 shows that the growth of Gross Domestic Product (GDP) has

exceeded population growth only in the South region. In all other regions

real per capita GDP declined during the 1970s and 1980s. The poor

performance of African economies was due to the poor performance of the

agricuitural sectors. Figure 3 shows that total output has more than doubled

over the last three decades.

Because of relatively high population growth, the trend in per capita

agricultural production, a more critical indicator of agricultural growth than

growth in total production, has declined as shown in Figure 4. The index of

per capita agricultural production, declined sharply from the early 1970s to

the late 1980s. The downward trend in agricultural productivity stabilized
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in the late 1980s. Recent evidence has pointed to some increase in

agricultural productivity in the late 1980s and 1990s. From Figure 4, it is

clear that the respectable growth in per capita GDP in the South region that

is shown in Figure 2 is due to growth in the non-agricultural sector.

Food and Nutrition

Although per capita agricultural output and food production have

declined over the last three decades, three of the regions in SSA [Central-

West, East and South) have managed to have a slight upward trend in per

capita calorie consumption while the other two have maintained their average

level of consumption (Figure 5). The trends in Figure 5, of course hide a

wide variation between the countries. For example, Zaire has seen its per

capita daily calorie consumption drop from about 2180 in the 1960s to about

2040 at present, Central African Republic from 2250 to about 1900; while

Guinea Bissau has seen it's per capita daily calorie grow from about 1650 to

about 2150, and Gabon from about 2100 to about 2600. This upward trend

has been made possible by a massive growth of cereal imports. Total cereal

imports have more than doubled since the 1960s (Figure 6). Food aid has

been an important component of total food imports in some regions,

especially the North region, which consists of the countries in Sems-arid SSA,

and in which food aid has accounted for half to two-thirds of total cereal

imports in most years (Figure 7). The trend in protein intake has followed

that of calorie intake (Figure 8).

Use of Purchased Inputs

Figure 9 shows that there has been a steady rise in fertilizer use over

the last 3 decades in all the regions of SSA. However, the increase could

hardly be considered as significant in the Central-West and the Northern

regions. The level of fertilizer use, even in the high potential East and South,

is still much below average levels in Asia and Latin America. This low level

of fertilizer use is due to the low profitability of its use in most farming

systems, as a result of its relative high cost due to high transport: and other

transaction costs. With the reduction in fertilizer subsidies, as a result of
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structural adjustment programs, its use would become even less profitable,

threatening to cause a reversal in gains already made.

The rate of tractor use has not changed much in the regions, except

for the south where there was a doubling in the rate or tractor use between

the early 1960s and the 1970s. Since then, there has been hardly any

increase. In the other regions there has been hardly any change over the

three decades (Figure 10). The cost, inappropriateness in most of the upland

areas of the humid and sub-humid tropics in terms of destruction of the soil,

and relative unprofitability of such systems has constrained the growth of

tractor use in SSA.

Infrastructure Development

Compared to levels in other developing countries, the rural transport

system in most of the regions of SSA is grossly inadequate. Table 2 shows,

that there are about 620, 000 Km of rural roads in SSA, with an average

density of 53 Km/1000 Km2. The lowest coverage is in the North region

which has an average of only 14 Km/1000Km2, while the best coverage is

in Nigeria. These present densities are much lower than those in other

developing countries, and lower than required given the existing population

densities in the countries.

To achieve a road density equivalent to that in India at the start of the

green revolution, SSA countries should have an average density of

374Km/1000 Km2, roughly seven times what exists today. Densities should

range from 190 in the North to 728 in Nigeria. Another major problem with

the existing network is its poor state of repairs. It is estimated that half of

the rural network in SSA requires substantial rehabilitation.

Available statistics show that only about 6 percent of the arable and

permanent crop land in SSA is irrigated, compared with an average of 25

percent of the India and 47 percent for China. For SSA only 4 percent of the

crop land is irrigated, with the highest percentages in Mali (9.75 percent},

Sudan (14.6 percent), Mauritius (16 percent), and Madagascar (29 percent).
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Table 2: Rural Road Network in Regions of SSA

Region

Nigeria

C-West

North

South

East

SSA

Total (Km)

89,900

189,125

95,091

154,862

95,868

624,846

Density (Km/1000 Km2}

Existing

99

42

14

45

77

53

Required

728

231

190

237

542

374

Density required to achieve a overage equivalent to that of India in

1 950. Where population density in a region is less than that of India

in 1950, the required road density is adjusted downwards in

proportion to the present population density of the region.

Table 3: Irrigation Network in Regions of SSA

Region

Nigeria

C-West

North

South

East

SSA

Total (1000ha)a

Existing

175

153

1162

558

148

Required

3578

3736

2871

1649

1664

Area with a level of water control roughly equivalent to the average

in Asia

b. Cropland that needs to be properly to bring the regional percentage

to the level in India in 1991.
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Table 3 shows the area under irrigation in each region of SSA, compared

with the area that should be under irrigation if SSA were to have the same

level of irrigation as India. The figures show that the North and South

regions should have 263 times the area that is presently under irrigation,

while the other regions should have 11-25 times what they presently have.

III. PROCEEDINGS AND RECOMMENDATIONS OF THE WORKSHOP

The official opening ceremony was presided over by a representative

of the Minister of Higher Education and Scientific Research of Cote d'lvoire,

in the presence of the representative of the ADB, the Director of

USAID/REDSO/WCA, the Director of the Food Security and Productivity Unit

of the Africa Bureau of USAID/Washington, and the representative of the

CILSS Executive Secretariat. Speaking before the representative of the

Minister, the representatives of the ADB, USAID, and CILSS expressed their

hope that the workshop would deepen the thinking on agricultural

transformation while at the same time develop recommendations for action

addressed to all the different actors involved. Moving on to the official

opening, the representative of the Minister welcomed the participants and

welcomed the initiative to hold the workshop. He expressed his country's

appreciation to the organizers for holding the workshop in Abidjan. He

emphasized that the theme of the workshop was of burning importance given

the current challenges facing Africa, including the need to increase food

security, reduce poverty, and protect the environment. He expressed

confidence that the exchange of experiences among the workshop

participants would result in the identification of new actors and their

respective roles as well as strategic policies and investments that

governments, firms, and organizations should undertake in Africa to

consolidate the agricultural transformation that has already begun.

Following the opening session, the work of the workshop involved

three modules. The first module laid out the challenges and key issues of

agricultural transformation. These issues were introduced by three

presentations, followed by discussions and debate. The second module

involved case studies of experiences with agricultural transformation in

different geographical regions of Africa. The third module consisted of

smaller working groups. A final plenary session was devoted to review and
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approval of the workshops conclusions,

Challenges and Key Issues Regarding the Transformation

of African Agriculture

A number of presentations served as the basis for discussion in this

module These presentations identified the challenges facing African

agriculture. They proposed a strategic objective of transforming African

agriculture and identified critical choices that have to be made to achieve this

objective. With respect to the current challenges (food insecurity, poverty,

and environmental degradation), five objectives were defined:

1. Significantly reduce {by 50 percent) the absolute number of poor

people in Africa by the year 2020;

2. Reduce under-nutrition and eliminate chronic malnutrition among

children;

3. Accelerate the rate of growth of agriculture to at least 4 percent

per year;

4. Halt the process of environmental degradation; and

5. Reduce the rate of population growth, even though the effects

of this reduction will no be felt for several years to come.

The participants agreed that meeting these objectives will involve

addressing both structural and policy issues, each of which has both internal

and external dimensions. These choices include decisions to:

1. Improve the quality of governance and the transparency of policy

making;

2. Boost national public investment in agriculture through mobilizing

domestic resources;
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3. Include the poor and malnourished in both the development of

programs and as beneficiaries of programs; and

4. Raise national, regional, and international competitiveness.

The participants agreed that a critical re-examination of macro-

economic policies will be imperative with respect to how they affect these

choices. Thus, in light of the diagnostic and perspective analyses that have

been conducted, there is no alternative for Africa but to adopt these choices,

particularly that of promoting at least a 4 percent annual growth rate of

agricultural output.

Other presentations identified the key missing links in the strategies

tried up to now to promote agricultural transformation. Issues stressed by the

presentations include:

1. That most of the efforts to promote transformation to date have

emphasized the roles of improved technologies and policy

reforms; and

2. These approaches have failed to give adequate attention to:

a. The need to empower and involve African farmers in the

development and diffusion of these technologies and

policies; and

b. The key role of regional integration (specialization by

regions and inter-regional trade) as a key element in a

transformation strategy and the fact that African traders

and processors serve as the link between farmers and this

regional integration.

The participants agreed that giving back to the farmer a certain

measure of power should be a central element in Africa's agricultural

transformation strategy. Doing so implies that farmers be fully involved in

the critical choices and decisions concerning agriculture. These involve not
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only choice of technology and investments but, more importantly, decisions

concerning the distribution of the benefits of growth.

With regard regional integration, the participants agreed that nobody

denies the necessity of regional integration. The important issue was what

progress have African Governments made in this area? Fostering regional

integration will help increase the payoffs to increases in domestic agricultural

productivity and competitiveness.

With regards alternative strategies for agricultural transformation in

Africa, the participants considered the following:

1. The necessity to develop strategies that will vary by agro-

ecological zone. There are no Africa-wide solutions.

2. The need for much greater investment in infrastructure which

will necessitate the mobilization of local resources. To achieve

this massive mobilization of local resources, it is necessary that

farmers' (among others) see profitable opportunities for

investment. Hence, the necessity for farmer empowerment.

3. The need to critically examine the following three scenarios:

a. An Asian-style Green Revolution, which would necessitate

a $5 billion annual investment, and still not close food

gap.

b. Option (a) plus investment in irrigation in the Sahel, which

would imply an additional investment of $600 million/year,

and still not close food gap.

c. Investment in national agricultural research systems to

develop technologies that are more dependent on local

resources while still using some external inputs (such as

fertilizer). For this option to work, much more investment

would be needed in the NARS as well as internal reforms
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to increase their productivity.

The consensus among the participants was that there is a need to

develop a strategy to transform African agriculture in the next 25 years,

taking into consideration the missing links from previous strategies. There

was also consensus on the need to devise a strategy which moves beyond

the search for aggregate African solutions exploring, instead, more specific

approaches for the different zones in Africa. In pursuing this strategy the

following issues would need to be considered:

1. An acceptable criteria for establishing the stratification of

countries to examine agricultural transformation (agro-ecological

zonation, socio-political setting, etc).

2. The role of the different actors (the state, NGOs, private sector,

civil society) in the transformation process. The need to striking

a balance between laissez faire and dirigisme - what are the new

roles for various forms of collective action?

3. The potential conflicts among different objectives in the

transformation process (e.g. between environmental protection

and growth, among different growth paths, etc.).

4. How to establish priorities among different objectives:

a. Among sectors.

b. Within the agricultural sector.

5. The role of land tenure and the size of enterprises to be

promoted. How to promote firms that would become the new

dynamic elements in the systems?

6. What exactly is meant by broad-based development?

7. Strategic planning considerations - beyond just a strategy, how

to address issues of the sequencing of actions to promote
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transformation - What should be done in what order?

3. How will the spatial distribution of the population change over

the next 25 years^urban/rural and across agro-ecological zones)

and how will that affect the agricultural transformation?

9. Questions concerning the generation and diffusion of new

agricultural technology: What alternative ways am there to

develop and "sell" new technologies - the role of the private

sector, public investment, etc.

10. How to communicate messages about agricultural transformation

in a convincing way to various decision makers (government

officials, private business people, etc.)?

Case Studies

A number of case studies were reviewed. The studies, drawing on the

experiences of countries and regions, were grouped as follows:

1. Southern Africa: Zambia, Malawi, and South Africa

2. Eastern Africa: Ethiopia and Tanzania

3. West Africa: Ghana and the Sahelian countries

The discussions on the case studies revealed that reforms aimed at

transforming the agriculture sector were taking place in all the countries

under consideration. However, these reforms have focused primarily on

short term strategies and continue to encounter problems with respect to

investment, financing, and land access (land tenure issues). Additionally, the

mechanisms for participation and control by the actors involved needs to be

more productive and more transparent.
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Working Groups

At the end of the first two days, specific questions which had not yet

been fully explored were addressed in Working Groups. The groups were

charged with formulating recommendations from the perspective of what

should be done and who should do what, while at the same time putting

forth an analytic agenda with themes for future analysis.

Group 1 directed their discussion toward the technology dimension,

and in particular on the criteria for defining agro-ecological zones and the

production, diffusion, and use of technologies. Group 2 focused on

investment, placing emphasis on the problems of financing investment and

access to credit. Group 3, which was chaired by the mission, discussed the

institutional and policy dimensions of agricultural transformation in Africa,

focusing on policies (macroeconomic and sectoral), land tenure issues

(access to land), and integration/regional cooperation.

In addition to their specific focus, all of the groups were directed to

address various cross-cutting questions, including:

1. The impact of SAP and the degree of adoption of reforms;

2. The actors (roles, organization and mechanisms for participation

and coordination); and

3. Communication.

The outcome of the deliberations of the different Working Groups and

their conclusions are outlined below.

Technology Development Working Group

The group looked at the following issues:

1. Stratification of African economies by agro-ecological zone and

along sub-regional lines (regional dimension);
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2. Review of gaps in agricultural technology by the identified zones;

and

3. Mechanisms for the development and dissemination of

appropriate agricultural technologies.

Stratification of African Agriculture

In the past, length of the growing season, altitude, and temperature

have been used to define agro-ecological zones. Based on these criteria, the

following agro-ecological zones were identified:

1. Arid/Semi-arid

2. Moist savanna/Sub-humid

3. Humid

4. Medium/High altitude

5. Mediterranean

6. High veld (Temperate)

The above classification is useful not only for guiding technology

generation but also for defining resource management programs, examining

issues related to comparative advantage and specialization, as well as for

general policy formulation. In using this stratification for policy formulation,

one would need to take into consideration other factors such as: the

prevailing political, institutional, administrative and economic systems; the

existence of regional economic organizations, as well as factors relating to

demography and infrastructure.
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Technological Gaps Constraining Agricultural Transformation

The group identified the following criteria for judging the

appropriateness of agricultural technologies:

1. Technical efficiency;

2. Economic feasibility;

3. Environmental sustainabifity;

4. Socio-cultural acceptability; and

5. Institutional sustainability.

On the basis of the above criteria, the following gaps were identified

for each of the individual zones.

■ Arid/Semi-Arid Zone: Major gaps in the areas of appropriate

technologies for livestock/game systems, soil and water management,

seasonal labour-saving management, renewable household energy systems.

Sub-humid Zone: Gaps in the area of soil and water management

technologies, post-harvest systems, technologies for integrated crop and

livestock systems, as well as renewable energy systems.

Humid Zone: As in the sub-humid zone, gaps in soil and crop

management technologies, post-harvest technologies, and integrated

pest/disease control technologies.

Medium/High Altitude Zone: Gaps in soil management technologies

(erosion control, etc); rangelands management and technologies for

aquaculture systems.

Mediterranean Zone: Gaps in technologies for resource management

systems.
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High Veld Zone: Gaps in technologies related to resource management

systems in the smallholder sector.

In discussing these gaps, it was emphasized that they were more

binding in the areas of non-traditional exports and food commodities in all the

zones.

Mechanisms for Developing and Disseminating Appropriate Agricultural

Technologies

The participants agreed that the transformation of African agriculture

requires that the gaps identified above be bridged in the medium- to long-

term. This will require:

1. Strategic planning for effective priority setting;

2. A systematic involvement of all stakeholders in the process of

technology generation and diffusion;

3. Establishment of an effective reward system for scientists and

extension agents to effectively respond to farmers' demands;

4. Establishment of a network of scientists and extension agents to

create the critical mass needed to generate and improve

technologies on an on-going basis; and

5. Development of a system-oriented training program which

reinforces the integration of the relevant disciplines in the area

of agronomic and social sciences.

Critical to any approach is the effective strengthening of research-

extension-farmer linkages.
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What Needs to be Done and by Whom?

The participants agreed that, given that farmers need to be empowered

to be in a position to effectively influence public resource allocation to

agriculture, a number of things need to be done. First, with reference to

stratification, there is need to describe adequately the farming systems as

well as the constraints in each agro-ecological zone. In addition, for each

zone, a list of countries which fit the characteristics of the zone, need to be

prepared. National agricultural research systems could execute this task.

Second, with reference to narrowing the afore-mentioned gaps in technology,

national agricultural research systems (NARS) and international agricultural

research systems (IARS) should collaborate.

The Effects of Structural Adjustment Programmes

The Group noted that structural adjustment programmes could lead to

negative or positive production, environmental and social effects and

recommended that these issues should be examined in more details.

Analytical Agenda

The Group recommended that the themes for future analysis of

subsequent workshops should include the following:

1. How different stakeholder including NARS, IARS and farmers

perceive what technologies are available, in the pipeNne and in

use.

2. The relationship between biotechnology and biological materials.

3. The characteristics of productivity-enhancing technologies

required by smallholder.
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Communication

The Group felt that there was need to strengthen NARS to

communicate with each other, There was also a need to foster networking

between IARS and NARS.

Investment Working Group

The Group agreed that there was need to promote investment in the

areas of production, processing and marketing. The group recognized that

for investment to be effective though, some guiding principles were needed

including the following:

1. The investment must enhance the competitiveness of the

agricultural sector.

2. Farmers must be empowered to fully participate in the decision

making process, they must have the freedom to choose, and the

investment should also enhance the profitability of the

enterprise.

3. The investment must be sustainable in the long run.

4. There is need to create a strong partnership between farmers,

investors and policy makers in developing the institutional

mechanisms to identify, plan, implement and monitor and

evaluate investment programs.

The group approached the investment problem under the following

headings:

1. What to invest in?

2. Sources of financing.

3. Mobilization of funds
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What to Invest in?

Most African countries require significant investment to increase the

productivity of various crops. Further, investment is required to add value

to various products through processing and to improve the efficiency of

marketing. The specific investment areas include the following; research and

development; infrastructure; extension; technology; and training and

institutional capacity building.

The following table summarizes the areas of investment.

R& D

infrastructure

Extension

Technology

Training & inst.

capacity

PRODUCTION

X

X

X

X

X

PROCESSING

X

X

X

X

X

MARKETING

X

X

X

X

X

hor each of these areas there is need to assess: availability, national

capacity, and effectiveness of use (delivery and diffusion). The outcome of

this assessment will determine the need for further investment. The

prioritization of investment needs would be best handled at national level.

Sources of Financing

Both domestic and foreign sources of financing were considered

relevant for investment in agriculture. Domestic financing could be further

considered under private and public financing. With regards domestic private

financing the following are important:

Farmers' own sources {labour, material, cash)

commercial
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Communal (direct or used as collateral)

NGOs

The issues to be considered here include the following:

Relative importance of own versus commercial sources;

how to enhance self-financing (importance of

remittances and ways of channelling these to agriculture);

Policies to induce private sector investment by providing

information on opportunities;

Policies to induce private sector to invest in areas

traditionally funded by the public sector;

With regards the public financing, the following principles were

identified:

The need to increase the budgetary allocation to the

agricultural sector;

The reduction of budgetary allocation to wasteful

sectors;

The promotion of agricultural debt swaps;

Enhancing interdepartmental coordination to take full

advantage of a given allocation of resources;

The need to promote the establishment of domestic

capital markets and enhance its involvement in

agriculture.

With regards foreign financing, there is for policy changes to enhance

the attraction of foreign investment in agriculture. In this respect, various

types of sources were identified including private (profit and non-profit) and

bilateral. There is need for policy changes and revision of mandates to enable

bilateral aid to support the private sector. There is also need for coordination

in channelling funds from different sources to promote broad based

development.



ECA/hflRAG/95/109/MR

Page 28

Resource Mobilization

The challenge facing African agricultural administrators has to do with

how best to mobilize and channel funds in a more creative manner. Three

broad conditions to promote and facilitate resource mobilization were

identified:

1. Creation of an enabling policy environment. In addition to the

usual macro conditions, there is need to make appropriate

arrangements for:

- Security of investment

- Expatriation of profits

- Tax system

- Reduction of pollical uncertainty

- Legal foundation, promotion of contracts

- Creation of one-stop shop (to reduce bureaucratic red

tape)

- Information on investment opportunities (role of

Embassies, etc.)

- Information needed by the recipients (the

conditions and terms of finance)

- Demonstration of the country's absorptive capacity

2. Some degree of flexibility in conditionality (realistic and

enforceable conditionalities). This could involve portfolio

restructuring (re-channelling money to productive sectors) and

private sector windows.

3. Farmers and agribusinesses should be proactive in searching

funding. This can be achieved through assistance in the funding

of capacity building by government, NGOs, ADB, BADEA, AID,

UN.
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Credit

The discussion on credit concentrated on lending for smallholder

farming, as lending to large scale farms appears less problematic. For small

firms, there is a further distinction between food crops and cash crops. The

main issues related to credits include:

1. Total credit availability is a constraint as agriculture has to

compete with other sectors.

2. Access to credit by smallholder farmers is restricted, inter alia,

by a lack of collateral security and proven credit worthiness.

Lending to small scale farmers is achieved through groups

schemes which reduce risk and transaction costs.

3. The poor repayment record of smallholder farmers is partly

caused by lack of proper monitoring of credit. Repayment by

smallholder farmers relies on social pressure within the group,

financial viability and monitoring.

4. The channelling of credit is greatly influenced by, inter alia, the

following:

- Timing of loan

- Type of loans (short vs. medium term)

- Size of loan

An important question is how to make credit available for food crop

production given the risk associated with unavailability of markets,

uncertainty of weather and prices. A number of options to promote credit

provision under such situation were identified including the following:

Create an assured domestic market

Create storage facility and provide inventory credit

Create government-supported food crop insurance schemes
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Government has to take responsibility to reduce farmer risk if food crop

is seen as a national strategic crop. In such a case, a rational explanation of

the decision taken must be argued. Such an argument should include

comparing the inflation resulting from higher food prices and the foreign

exchange savings resulting from lower food imports.

Country Specific Issues for Further Investigation

The group identified the following areas for further studies:

1. Identify specific investment needs and priorities;

2. Determine minimum investment requirements for agricultural

transformation;

3. Analyze the national debt burden in relation to national

investment opportunities;

4. The need to obtain clarity on FAO's diversification fund and

ADB's position in this regards;

5. Investigate mechanisms to facilitate credit provision for food

crop production, including creation of government supported

crop insurance schemes.

Policy and Institutional Issues Working Group

The Group discussed macroeconomic and sectoral policy issues, what

policies were in place and the performance to date. The group noted that alf

African countries have recognised the need to adjust and have, indeed,

implemented certain macro and sectoral policies. In most cases, the most

visible of these reform programmes have come under the structural

adjustment programme (SAP).



ECA/MRAG/95/109/MR

Page 31

These adjustments have included:

macroeconomic stabilisation;

trade liberalization;

exchange rate reforms;

institutional reforms (including commercialisation,

privatisation, regulatory and legal reforms and

leasing); and

investment reforms.

Although the adjustments were intended to encourage market-led

growth in the countries concerned, there have been mixed results. Some

countries have reported progress in implementation with some level of

success in a number of areas. Progress has been recorded in varying degrees

for most African countries in the areas of:

exchange rate, fiscal and monetary reforms;

institutional reforms; and

financial reforms.

This observed progress can be associated with the level of

commitment, speed of implementation, perspective and the

sequencing/phasing in individual countries. Thus, although these reforms

have laid a good foundation for future progress, their impact in terms of

speeding agricultural transformation has been less than desired.

What Needs to be Done

The following areas/factors have been responsible for the "less-than-

desired" progress in Africa's agricultural transformation:

Structural and institutional rigidities (such as: non-price factors,

land constraints, infrastructure);

Inadequate political will/climate/stability;

Attitude/approach towards agricultural reform:

Policy response to exogenous factors (such as: terms of trade.
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natural hazards, emergence of new trading blocks outside Africa,

development of synthetic substitutes for African agricultural

exports, and debt burden;

Inadequate long-run supply response for non-tradablo;

Insufficient resource availability; and,

Poor capacity to design and implement policy reforms.

There is also need to adopt complementary programmes that will

increase investment in infrastructure and land use and develop appropriate

incentive investment programmes and policies that will remove the

dampening effects of non-price rigidities. Specific policy responses are

required in the following areas:

1. Conducive Political Climate: Ensure the adoption of elements in

good governance including transparency, participation and

accountability as important criteria for promoting a conducive

political climate that will strengthen economic reforms being

implemented. The group was unable to attend specifically to the

issues of countries emerging from conflict, although it

recognised that they should be treated as a special case.

2. Attitude and Approach to Reforms: Maintain commitment t,

ensure across-the-board consistency and continuity in the

implementation of reforms (eg cotton sector: devaluation may

take place but with pricing policy remaining unchanged and

prices continuing to be fixed; internal liberalisation not

accompanied by external liberalization).

3. Land Tenure: the problems of land use in Africa can be grouped

into four: (a) bimodal ownership of land, (b) lack of access to

land, (c) ill-defined property rights ie tragedy of the commons',

and (d) fragmentation of land. In cases where these problems

cause agricultural transformation problems, measures need to be

put in place to address clear rules of access, ownership and use.

4. Exogenous Factors: The outcomes of economic policy reforms
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in Africa continue to be adversely affected by exogenous factors

such as drought and natural disasters, terms of trade, existence

of new trading blocks outside Africa, development of new

synthetic substitutes for African agricultural exports. It is

therefore necessary to complement reforms with measures and

programmes to mitigate the effects of adverse external factors:

a. Eliminating policy measures that are biased or tax

agriculture implicitly or explicitly;

b. increase value-added before exporting;

c. Quality improvements;

d. Building and strengthening early warning systems,

preparedness, mitigation activities and market information

systems.

e. Promote intra-African trade by eliminating artificial barriers

to trade in local markets and across borders; and,

f. Undertake collective efforts to raise access to markets in

new trade blocks.

5. Limited Resource Availability: Alleviate resource constraints

through:

a. Imaginative debt swap arrangements in favour of

agriculture (debt-tor agriculture swap; debt-for

infrastructure swap); and

b. Efforts to attract private investment.

6. Inadequate Long-run SuddIv Response for Non-Tradables:

Package and design reforms in such a way as to find ways to

elicit more supply response from non-tradables.
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7. Limited Analytical Capacity: Creating the analytical capacity to

design and implement policy. In order to be successful, policy

reforms need to be strengthened by local analytical capacity.

8- Regional Economic Integration: African countries are aware of

the importance of regional economic integration and have

indeed, taken some initiatives to put in place a number of sub-

regional and regional groupings such as ECOWAS, SADC,

SACU, COMESA, IGARD. Unfortunately, for a variety of

reasons, these have not been effective. Firstly, the food and

economic systems are too tied to the north at the expense of

intra-African trade. This has resulted in an inability to take

advantage of comparative advantage and specialisation in

agricultural production and trade. The absence of facilitative

regional infrastructure for intra-regional trade, the existence of

tariff and non-tariff barriers, and lack of competitiveness of

regionally produced goods, are other such impediments. In order

to solve these problems, there is need to take measures to:

- Increase the effectiveness of African trading blocs;

- Promote intra-African trade;

■ Put more effort in promoting access to export markets;

- Remove artificial barriers to trade;

- Improve trade negotiation skills.

Analytical Agenda

The following were suggested as areas for future analytical emphasis:

1. Supply response to prices (both short, medium and long term)

and role of non-price factors including land reform and property

rights.

2. Monitoring and evaluation of policy reforms.

3. The role of the environment in food and agriculture, i.e. the
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internalisation of environment factors in macroeconomic and

sectoral models.

4. Simple models for linking macro and sectoral policies.

5. The role of government in the transformation process vis-a-vis

the involvement of the private sector, in particular, fiow to use

public goods to encourage private sector involvement.

6. Harmonising macroeconomic frameworks in regional blocks of

Africa.

7. Strategies of transformation for economies transiting from wars

and/or command economies.

8. Strategic planning for agricultural transformation and funding in

Africa.
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