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The theme for this year’s special chapter is the agroprocessing in-
dustry and economic development. The agroprocessing industry
can have an important role to play both in overall economic de-
velopment and in promoting development specifically in primary
agriculture. However, conditions for agro-industrial development :
are changing worldwide owing to factors such as the liberalization
of world trade, rapid technological development, changing pat-
terns of consumption in the developed countries and the increasing
importance of international capital activities in the agroprocessing
industry, in which a particular role is played by the multinational
corporations. The chapter reviews some of these issues and their
implications for developing countries while providing a brief descrip-
tion of the type of policy environment necessary to ensure that the
agroprocessing industry can provide the optimum contribution to
economic development.
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Foreword

Although the year 1996 was rich in momentous developments, the World Food
Summil surely was among the major events of the year, The historic importance
of the Summit should not be understated. Never before had leaders of the world
gathered in such large numbers to work together for such a deserving cause,

The Summit has conveyed one fundamental message: although hundreds of
millions of peaple around the world are still suffering from hunger and
malnutrition, world food security is an achievable goal, Indeed, participants of
the Summit committed themselves to halve the number of malnourished by the
vear 2015 at the latest. There is no doubt that securing food for all is an immense
task. It is equally true, however, thal no other endeavour can be compared in
urgency with the achievement of world food security. This is so on moral grounds
- freedom from hunger is a right of everyone, as was repeatedly emphasized at
the Summit — but also because ensuring world food security is of critical interest
to all, being a precondition for world peace and security,

We are conficlent that the Summit's message has been heard. This optimism is
derived from the fact that an impressive number of countries and parties,
represented at the highest levels of technical competence and respansibility,
worked together to make this meeting a success; heads of state and government
unanimously endorsed the Rome Declaration and the World Food Summit Plan of
Action, a realistic and necessary guide for defining and implementing food-
related policies at the national and international levels; and many countries have
already initiated activities aimed at translating the principles contained in the
Plan of Action into specific policy action.

The State of Food and Agriculture this year reports that numerous concrete
initiatives have recently been taken or strengthened to address the various
dimensions of food security, Including through formulating and coordinating the
implementation of integrated food security programmes. We also welcome the
fact that, after earlier positive signs, many poor countries have seen their
prospects for food security further improve because of their success in creating a
policy emvironment conducive to sustained economic and agricultural growth,
Although economic and food security problems remaln serious in Alrica, the
improvement made in much of the region over the past two years is most
heartening in this respect. Furthermore, a number of countries in Latin America
and the Caribbean and Asia and the Pacific appear to have emered a phase of
solldly based growth, sustained in many cases by a good performance of the
agricultural sector. The fact that many economies that are crucially dependent on
commodity exports have shown resilience 1o the weakening prices of several of
these commadities since 1994-95 has been a significant and encouraging feature
of the past year.

Despite these positive developments we cannot ignore the fact that, for many
parts of the world, the current situation and future prospects are less than bright.
The global economic environment demonstrates many positive features and



il

favourable trends, but it also shows uncertainties and latent risks, including that
of perpetuating or even accentuating inequities. The concept of globalization
could become a threat for many economies and large segments of society that are
facing Increasing risks of marginalization, Many delegations at the World Food
Summit raised the point that privatization, free market and foreign direct
investment cannot obviate the need for development aid; yet such aid, including
for agricultural development, continues o shrink. Many countries continue to be
ensnared by debt and therefore face major obstacles to creating a basis for
sustainable growth or an environment that attracts foreign capital. Many others
find it impossible to gain competitiveness to the extent and at the speed required
by the rising tide of free trade. In these circumstances, it is hardly surprising that
income and food security gaps among countries have tended to widen in recent
years, as indicated in this publication:

This year's special chapter of The State of Food and Agriculture focuses on the
agroprocessing industry and its symbiotic links with economic and agricultural
and rural development. The problem of food security is also related in a
significant measure to the efficient processing and distribution of agricultural
products. Agroprocessing industries represent in many countries an important
component of overall economic activity and trade, as well as being a sizeahie
source of employment and income and, thus, access to food. The special chapter
explores the rapidly changing conditions for agroprocessing development in the
face of factors such as liberalizing world markets, technological innovation,
changing patterns of consumption and the increasing importance of international
capital activities in agro-industry. It focuses on the implications of these trends
and Fsues for the developing countries and explores the policy lines that might
optimize agro-industry’s contribution to sustainable economic and agricultural
development.

Jacques Diouf
DIRECTOR-GENERAL
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Explanatory note

Symbaols
The following symbols are used:

none or negligible (in tables)
not available (in tables)
LIS dollars

nnn

5

Dates and unils

The following forms are used to

denote years or groups of years:

1996,/97 = a crop, marketing o fiscal
vear running from one
calendar vear to the next

1996-97 = the average for the two
calendar years

Unless otherwise indicated, the
metric system is used n this
publication,

“Billion® = 1 000 million.

Statistics

Figures in statistical tables may not
add up because of rounding. Annual
changes and rates of change have
been calculated from unrounded

figures,

Production indices

The FAO indices of agncultural
production show the relative level of
the aggregate volume of agricultural
production for each year in
comparison with the base period
1989-91. They are based on the sum
ol price-weighted guantities of
different agricultural commodities
after the quantities used as seed and
feed (similarly weighted) have been

deducted. The resulting agpregate
therefore represents disposable
production for any use except seed
and fead.

All indices, whether at the country,
regional or world level, are caloulated
by the Laspeyres formula.  Production
quantities of each commodity are
weighted by 1989-91 average
international commaodity prices and
summexd for each year. To obtain the
index, the aggregate for a given year is
divided by the average aggregate for
the: base period 1989-91.

Trade indices

The indices of trade in agriculiural
products are also based on the base
period 1989-91. They include all the
commodities and countries shown in
the FACY Trade Yearbook. Indices of
total food products include those
edible products generally classified as
*food”.

All indices represent changes in
current values of exports (free on
board [f.0.b.]} and Imports (cost,
insurance, freight [c.l.L]), expressed
in LS dollars. When countries
report iImports valued at f.o.b.,
these are adjusted to approximate
c.if. values

Volumes and unit value indices
represent the changes in the price-
welghted sum of quantities and af
the guantity-weighted unit values
of products traded between
countries. The weights are,
respectively, the price and quantity



averages of 1989-91, which is the
base reference period used for all
the index number series currently
computed by FAQ. The Laspeyres
formula Is used to construct the
index numbers.

Geographical designations

The Annex Table shows the regions
and groupings in which countries are
classified for statistical purposes.

"The Meat East and Sonh Africa includes:
Afghantstan, Algeria, Bahrain, Cypns,
Egypt. Iran, Iraq, Jordan, Kuwaly, Lebanon,
Libyan Arab lamahinya, Morocco, Ciman,
Cratas, Saudi Arabia, the Sudan, Syrian Arab
Republic, Tunisia, Turkey, Linited Arab
Embrabes and Yemen.

£ Asin and the Pacific also includes the
former Astan centmally planned
econtomies: Cambodia, China, Democrtic
People’s Republic of Korea, Mongalia and
Vied Marmn,

Developing countries include those
in sub-Saharan Africa, Latin America
and the Caribbean, the Near East and
Morth Africa’ and Asla and the
Pacific,’ The countries in transition
are classified as developed
countries.’

Country and city deslgnations used
in this publication are those current
during the period in which the data
were prepared.

“The Tcountries in ransition”
include:Albania, Bosnla and Herzegovina,
Bulgaria, Croatia, Crech Republic, Husgary,
The Former Yugoslav Republic of
Macedonia, Poland, Romania, Slovakea,
Slovenia, Yugoilavia and the newly
independent republics, Armenia,
Azerbafjan, Belanss: Edtonia, Geonga,
Kazakstan, Kymyzstan, Lawvia, Lithuania,
Republic of Maldova, Rusttan Federation,
Tajikistan, Turkmenistan, Ukraine and
Uzbekistan,
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(ORLD REVIEW

RECENT DEVELOPMENTS IN WORLD FOOD SECURITY

The Sixth World Food Survey,! issued shortly before the Warld Food
Summit, concluded that while significant progress has been
achieved in global food security during the past decades, 20 percent
af the population in the developing countries still had inadequate
access to food in 1990-92 compared with 35 percent two decades
earlier. The absolute number of people with inadequate access to
food had declined only slightly from 920 million in 1969-71 to 840
million in 1990-92. As was forcefully pointed out during the World
Food Summit, the latter is an unacceptably high figure and implies
that about one out of five peaple in the developing world was facing
food inadequacy in 1990-32: This is what motivated the World Food
Summit’s commiitment to halve, by 2015 at the latest, the present
number of undemourished people. The set of objectives and actions
for this purpose were enunciated in the World Food Summit Plan

ol Action.

Assessing more recent ﬁevﬂnpmenu in food security presents a
number of difficulties, given data limitations for a large number of
countries. The interpretation of short-term changes in indicators
underlying food security should also be subject to caution, as such
changes may reflect, for the countries cmcemed transient factors.
that have limited significance in food security trends. Hevaﬂhefeﬂ
recent data do present a number of distinct patterns that enable
tentative conclusions to be drawn.

Table 1 presents selected indicators relating to food availability,
stability and access in developing countries. The countries are

‘grouped an:ufdmg 1o average levels of dietary energy supply (DES)
in 1993-95 tl:ﬂlumn 4). A close relationship hEtWeEn the various
Indicators is evident: in particular, the higher the average per J.‘.aput
incame (column 11), the lower the level of relative food
inadequacy’ (column 6) and the higher the ability to finance food
imports (columns 13 to 16).

' FAD, 199%. The Sivth World Food Survey. Rome.
*Hnmﬁndﬂmhrmﬁn;hdhﬁqmrhnmmwh
explained in The Sixth World Food Survey, Appendix 3. This methodology
replaces the Aggregate Household Food Security Index, previously developed
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As regards recent trends, the following main features can be
observed:

* For most indicators relating to food security, the overall pattern
seems to be one of a growing gap between the countries with
relatively high levels of average food intake and those with relatively
low levels. Indeed, average levels of DES declined between 1989-91
and 1993-95 in the countries where such levels were already
initially very low but rose significantly in a majority of countries
where the DES was already relatively high. Whereas the average per
caput DES of the 20 countries with the lowest levels in 1989-91 was
1947 keal pernputﬂ:lﬂ‘f, it had declined 1o a mere 1 853 in
1593-95, indicating more widespread and desper food insecurity in
the latter period. Nevertheless, on a positive note; countries that
recorcded higher DES fevels included some of the most populous
countries in each region: Argentina, Brazil, Colombia and

Mexico jn'Latin America and the Caribbean; Migeria in Africa;
China, India and Indonesia in Asia; and Egypt; the Islamic Republic
of Iran, Morocco, the Syrian Arab Republic and Turkey in the

MNear East.

* Whereas only 14 countries had a per caput DES of less than 2 000
kcal in 1989-81, the number of such countries increased 1o 20 in
1993-95, which is further evidence of a worsening situation at the
lower end of the food security scale. Moreover, at least two of the
countries with a DES of less than 2 000 kcal in 1993-95 (Mongolia
and Togoh had a DES of more than 2 200 keal in 1989-91. Despite
limited progress in a few countries, only one, Rwanda, had
graduated from the <2 000 categary. However, more recent data for
this country would probably have shown a marked deterioration of
the situation as a consequence of civil strife and poor production -
and trade performances,

* Underlining the close correlation between domestic supply
performances and food intake levels, the largest gains in per caput
food production during 1991-96 again ook place in :uunhuu with
alreadly high levels of DES. Food production increased at
particularly robust rates in countries with a DES of more than 3 000
keal per caput/day (those in North Africa, except the Libyan Arab
lamahiriya, being among the highest), and moderately in those with
a DES between 2 500 and 3 000 {although China, Ghana and
Myanmar achieved major gains in per eaput food production). By
‘contrast, no progress, and even some deterioration, was recorded in
the countries with a DES of less than 2 000, Among the 20 countries
in the latter group, only Ethiopia, and to a lesser extent Angola,



Cambaodia, Chad, Malawi, Zambia and Zimbabwe, achieved
significant gains in per caput food production during 1991-96,

* The strongest gains in per caput GDP accrued to countries where
DES levels were above 2 500 keal. In the group of countries with a
DES of more than 3 D00 keal, strong gains in per caput income
between 1990-92 and 1993-95 were recorded, particularly in
Argentina, the Republic of Korea and the Syrian Arab Republic.
Asian countries in the 2 500 to 3 000 DES bracket, such as China,
Indonesia, Malaysia, Thailand:and Viet Nam, also recorded strong
growth in per caput income. Other examples of rapidly expanding
economies with relatively high levels of DES Fn.-ch.u:led those of
Chile, Panama and Uruguay. In stark contrast, countries with the
lowest [evels of DES actually saw declines in per caput GDP Such
declines were. dramatic in Halti, Angola, Mongolia and Siema Leone,
but all other countries in the <2 000 DES group, except
Mozambigue and Cambodia, experienced falling o stagnating per
caput incomes. Tentative data for Afghanistan point to a particularly
dkil:mlailng situation, as its average food consumption level was the
lowest of all (1 456 kcal per caput/day in 1993-95, 24 percent less
than in 1989-91). Furthermare, Afghanistan’s per caput food
production fell si_gni!'ic.ant_fy during 1991-95 and collapsed in 1996,
owing to-a combination of civil strife, resultant large-scale
population displacements and a shortage of inputs because fareign
exchange reserves were diverted 1o import food for current
CONsUMpLion,

o A similarly unfortunate tumn of events is suggested by Indicators of
the financial weight of food imports (the indicators being the ratios
of food imports o total imports and food imports to total exports).
Mot anly do food Impms represent a large share of total trade in
countries with a low DES (more than 50 percent of the value of total
expoits in those with a DES of less than 2 000 keal per caput/day in
recent years], but the relative weight of such imports appears to be
grmvlng By contrast, the ratios remained reraﬁvel!..r constantiin the
countries with higher levels of DES. For several countries in the
<2300 groups, including Mozambique, Haiti, Comoros, Rwanda,
the Gambia and Sierra Leone (and a few others in higher DES
classes), the value of food imports exceeded that of total export
earnings. An extreme case was that of [rag, where the trade
~sanctions Enlluwing the years of canilict brought the food imports-
total exponts ratio from 57 percent in 1989-91 1o 189 percent-in
1993-95. While in some cases these situations implied the
availability of ather sources of import financing, such as tourism and
remittances, in most cases they were explained by grave



shortcomings in the export sector and a strong dependence on food
aid or various forms of concessional financing.

* Of the 20 countries with a per caput DES of less than 2 000 keal
per caputiday in 1993-95, 16 are in Africa (three - Afghanistan,
‘Cambodia and Mongolia — are in Asia, and one - Haiti - in Latin
America and the Caribbean). In 10 of the 16 African countries, the
precarious food intake situation in 1989-91 further deteriorated in
199395, The stespest declines in DES [of 7 percent or more) in
Africa in the <2 000 kcal category were to be found in Togo, the:
Linited Republic of Tanzania, Liberia, Somalia, the Democratic
Republic of the Congo and Zimbabwe Such gravely deteﬂuraling
situations resulted from a variety of factors, including adverse .
climatic conditions and problems of transition as econamies shifted
from strong government conteol 1o a liberalized environment.
Hewever, the warst deteriorations were often associated with civil
strife and political instability. In particular, the civil war in Somalia,
“combined with natural disasters, resulted in a dismal food security
situation that has tended to worsen in recent years. With a per caput
DES of only 1 727 kcal already in 1989-91, the country faced further
declines in food production (by 1.7 parcent per annum in the 1991-
96 period), large population displacements associated with the civil
strife ancl the destruction of economic infrastructure. The worsening
food an situation in Liberia is also mostly a result of civil strife,
while the breakdown of economic and administrative infrastructure
was at the root of a marked deterioration of foad security conditions
in the Democratic Republic of the Congo

» Dexpite the apparent growing polarization between countries at
the: high and low ends of the income and food security scales since
the early 1990s, the most recent years have seen a number of
encauraging developments: The good news came mainly from the
reglon of Alrica, As reviewed below, sub-Saharan Africa as a whole
‘saw its crop and livestock production expand significantly in 1935
and more markedly in 1996, with a majority of countries sharing in
the expansion. Further, the economic uptum that took place in sub-
Saharan Africa in 1994-95 broadened in 1996, bringing the region’s
GDFP growth rate in the latter year to-about 5 percent, the highest in
twio decades,



WORLD REVIEW
I. Current agricultural situation - facts and figures

1. CROP AND LIVESTOCK PRODUCTION IN 1996

= Estimates of crop and livestock production in 1996 indicate
growth at the global level of 2.6 percent, close to the rate of 2.4
percent recorded in 1995, However, while the expansion in 1995
reflected strong output expansion In developing countries and a
contraction in developed countries, the estimated increase in-1996
was more balanced between the two country groups. For the
developing countries as a whole, the 2.9 percent growth in crop and
livestock production in 1996 represented a significant slowdown
relative to the preceding years (5.2 percent in 1995, 5 percent in
1994 and 4 percent in 1993), For the developed countries, the
increase of 2.4 percent in 1996 represents a recovery after the 1.9
percent decline of the previous vear.

= The expansion in output in the developed countries mainly
reflected a recovery in Marth America from the shamp weather-
induced drop the previous year. In the United States, crop and
livestock production In 1996 increased by an estimated 5.5 percent,
largely recovering {rom the 6.1 percent fall in 1995, In particular,
crop production rebounded by an estimated 12.1 percent after the
15.3 percent drop recorded in 1995 but still remained short (by
about 5 percent} of the recard production fevel of 1994. Crop and
livestock production also expanded in Canada by a robust 3.1
percent, continuing the upward trend of the previous years. In the
Eurapean Union (ELY), production grew by 3.1 percent after three
years of declining output. Increases of 4.5 and 2.7 percent were
recorded in Avstralia and New Zealand, while production in lapan
fell by 1.9 percent.

= After the halt in the downward trend in crop and livestock
production experienced in 1995, production in the transition
countries fell further in 1996, although at a more moderate rate of
an estimated 1.9 percent. The decline was concentrated mainly in
the Eastern European transition countries (-4.6 percent after the 6,1
percent incrzase in 1995), Substantial production shortfalls were
recorded, in particular in Bulgaria, Romania, the Federal Republic of
Yugoslavia and Poland. Within the area of the former LISSR as a
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whale, crop and livestock production in 1996 remained virtually
unchanged, but with variations in perfcrmance amaong the republics.
In particular, production is estimated to have expanded by 3.8
percent in the Russian Federation and by 1.5 percent In Kazakstan.
In both cases this represents the first year of increasing total
agricultural production since the beginning of the reform process. In
.Llhr_aine, on the other hand, production fell by a further 1.7 percent,
continuing the downward trend although at a slower pace than the
preceding years, Production increased slightly In'ﬁm'hi;nia and
Kymyzstan but continued to Espanﬂ at a sustained rate in
Azerbaijan.

* Among the developing country regions, one of the most
encouraging features in 1996 was the positive performance in sub-
Saharan Mrin:a, whare total crop and livestock production is
estimated to have increased by 4.2 percent, up from 3 percent | in
1995 and 2.3 percent in 1994, The vast majority of countries in the
regicn participated to varying degrees in the expansion in
production. Strong percentage growth rates were reported in Angola
(+9), Mauritania (+9), Mozambigue (+16), the Sudan (+11) and
Ethiopia (+7). Even more impressive rates of expansion took place in

~several southern African countries; including Lesotho (+22),
Swaiiliand (+11}, Zambia (+18) Botswana (+16), Malawi (+7) and
Zimbabwe (+42), as improved weather conditions enabled recovery
from the disastrous shortfalls the previous year,

* In Asia and the Pacific, production growth slowed dramatically in
1996 to an estimated 2.4 percent, from rates of about & percent in
each of the three previous years. The slowdown primarily reflected
less buoyant performances of the sector in China where, at 3.4
percent, crops and livestock expanded at the lowest rate since 1989,
In India, production Emnh also fell to a mere 0.5 percent, well
belaw the rates of the preceding years. Poor performances were
experienced in the Philippines, where crop and livestack production
virtually stagnated, and in Pakistan where production actually
declined after several years of sustained expansion. On the other
hand, generally favourable performances were recorded in
Indonesia, Cambodia, Malaysia, Thailand, Viet Nam and, in
particular, Myanmar, where output increased by more than 9.
percent. In the Pacific Islands overall, production expanded slightly,
reflecting modest expansions in Papua New Guinea and Solomon
istands and broadly unchanged production levels in Samoa.

* In Latin America and the Caribbean, growth of crop and livestock
production slowed down somewhat in 1996 to an estimated 3.2



percent, compared with the 4.4 percent recorded in 1995 and the
4.9 percent in 1994, The rate of production growth, however,
remained above the rate of population growth for the region,
ensuring gains in per caput agriculiural production for the third

- consecutive year and confirming the trend towards recovery of the
sector at the regional level after a prolonged stagnation in per caput
prndur:ﬂ'nn through the 19805 and 1990s. Amang, the major
countries in the region, the preliminary estimates point to declines
in production in 1996 only in Colombia and Venezuela. Increases in
production, both absolutely and in per caput terms, are estimated to
have occurred in Brazil, Mexico, Amgentina, Peru, Chile and
Ecuader. '.I'!wtanl;hein subregion recorded a small increase in

- production: Bahamas, Cuba and Haiti achieved production
increases — in the case of Haiti, this represented only a partial
recovery frnm the shostfall in 1995 — while Trinidad and Tuhagn
experienced a fall in production for the second consecutive year,
although less pronounced than in 1995,

» In the Near East and Morth Africa, crop and livestock production
“rebounded after mediocre performances ﬂwpm:edlng years,
increasing by 5.1 percent for the region as.a whole, The overall high
rate of expansion can be largely attributed to vastly impraved
_-aa;rIEIJIIuraT conditions in Maghreb countries, more particularly
‘Morocco and Tunisia, where pruducﬂun expanded by around 50
percent, more than -:uil‘:.emng the severe drought-induced shorfall in
1995, Very strong production growth {12 percent) was also recorded
in ﬁlgeﬂa, following the 15 percent increase in 1995, Etmng rates of
expansion were also recorded in the Syrian Arab ilupuhlit
(8 percent), continuing the strong upward trend of the previous two
years, and in Jordan (9 percent). In the Islamic Republic of Iran and
Turkey, production in 1996 grew at relatively modest rats-_-;n-!
1.9 percent and 1.2 percent, respectively, while pmdmtmn
remained stagnant in Egypt after the robust 7.4 percent increase
recorded in 1995. In Iraq, crop and livestock production continued
the decline of the previous bwo years, cmmnin; by a further
estimated 3.6 percent.
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OD SHORTAGES AND EMERGENCIES

* No fewer than 29 countries worldwide were facing acute food
shortages requiring exceptional and/or emergency food assistance at
mid-1997. More than hali of these countries were in Africa.

* In sub-Saharan Africa, dEipItE a recovery in pro-dwrmn in several
parts of the region in 1996, targe-s:alu eMEerEency assistance
continues to be needed for millions of people affected by natural or

human-caused disasters.

* In East Africa, in spite of a satisfactory cereal output for the main
season in 1996, large numbers of people were suffering severe food
shortages owing to the failure of the secondary season crop.
Emergency food assistance was needed in eastern and northeastern
parts of Kenya, in pastoralist southern regions of Ethiopia, in
northem parts of the United Republic of Tanzania, eastern Uganda
and In Somalia. There was also a need for emergency assistance in
Eritrea, where grain production in 1996 was 29 percent below
average. In Burundi, despite the recent partial relaxation of the
‘economic embargo, the food supply situation remained tight for
most products. In Rwanda, the huge number of retuming refugees
and the considerable dnturli-uraﬁnn of the security situation in areas.
bordering the Elumncra!i: Republic of the Cdngu (former Eamei
aguravated the already precarious food supply situation in the
country. In the Sudan, despite an overall satisfactory food supply
pmil:iﬂmﬁml areas of Darfur and Kordofan states, where cereal
harvests were reduced for the second cansecutive yéar, needed to
be closely monitored and contingency plan; worked out for

~pravision of food assistance. In-addition, food aid was required in
the states affected by prolonged civil war.

* In West Africa, despite average to above-average 1996 harvests in
the mam producer countries, food supply difficulties were reported
In several areas of Chad, Mauritania and the Miger, owing to
lacalized poor harvests and income constraints. The 1997 rainy
season started on time and even early in the western Sahel.
Following several years of civil strife in Liberia, the food supply
situation remained precarious, while in Sierra Leane the situation
had deteriorated significantly following the recent upheaval. Food
assistance continued to be required in both countries.

* In central Africa, the food situation continued to be tight in the
eastern part of the Democratic Republic of the Congo. Famine
conditions faced the tens of thousands of Rwandan refugees in the



region whose repatriation back to Rwanda was under way with the
help of relief agencies. Civil disturbances in the Congo were
affecting the food supply situation in Brazzaville and that of refugees
coming from the Democratic Republic of the Congo.

* In southern Africa, the 1997 cereal harvest was expected to be
lower than the previous crop year but close 1o average levels.
However, substantial food assistance will be needed in Angola and
Lesothty where production was seriously affected by below-normal
rainfall and reduced planting. In Mozambique, despite an overall 11
percent increase in coarse grain output, immediate food assistance
was required for approximately 172 000 people, particularly those
in central regions, who lost their crops as a result of floods.

= Elsewhere in the world, agricultural activities throughout
Alghanistan continued to be hindered by shortages of agricultural
inputs, damage to the irrigation system and insecurity. Displaced
and destitute people will continue to need food assistance for some
time to come. In lrag, production of the 1997 winter crops was
estimated to be the lowest since 1991 owing to a reported low
rainfall in all parts of the country, a shortage of inputs and pest
Infestations. The food situation s expected to/improve as a result of
the implementation of the oil-for-food deal, but more food and
agricultural assistance is still needed.

* |n the Democratic People's Republic of Korea, the food situation
continued o deteriorate and the outlook for 1997 appears grim,
Following severs floods over two consecutive yvears, domestic
supplies of rice and maize were depleted and large-scale food
imports (including assistance) were urgently needed to avert human
suffering. In Mongolia, cereal production [mainly wheat) declined
for the fifth consecutive year in 1996 as a consequence of
msufficient rainfall and continuing problems in the sector, caused by
economic transition and market reforms. Dwindling domestic cereal
supplies and the limited capacity of the country to import sufficient
quantities of grain resulted in a further deterioration of the country’s
food security situation,

* [n Laog, low and irregular rainfall In June and July 1996 delayed
the transplanting of paddy, affecting crop growth, while typhoons
caused widespread flooding in major rice-producing areas in the
lowlands of central and southern regions. Emergency food assistance
wias needed 10 meet the needs of 420 000 of the most vulnerable
people affected by floods. In Sri Lanka, rainfall during the 199497
maha season was low and erratic, As a resull, the area cultivated



was as low as in the drought-affected year of 1995. Part of the
population in the north was not able to practise normal farming
because of civil strife and drought conditions.

» In Haiti, despite an improved iood supply situation in most parts
of the country, serious food problems were being experienced in the
‘North-West Dapmtnentﬂmfalmmt 70 percent of the crops were

lost because of a long severe dry spell which sedously affected
‘about 120 000 people. Food assistance was required for.an
.!il'lrmlted 35(! 000 people in the whole country.

= In Bosnia and Herzegovina, although the food supply situation
has improved with the cessation of hmﬂllﬁm and the progressive
normalization of econommic and que activities, low. purchasing
power remains a constraint to food access. Thn food aid requiﬁmml
was estimated to be 119 000 tonnes in 1997/98. In Armenia and
Ceeargia, the food supply situation eentinued to improve with
increased crop yields resulting from good spring rains, an increased
use of fedilizer and the improved availability of fuel. However,
emengency food assistance was needed for vulnerable populations,
In Azerbaijan, some recovery in food pmducﬂm was expected in
1‘99? but a Ia:r;gu number of vulnerable people were in need of
targeted food assistance: In Tajikistan, the food sitation continued
to be precarious, and m-mmﬁﬂnl]ﬂnpieupbewmin need of
relief assistance,
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3. WORLD CEREAL SUPPLY SITUATION AND OUTLOOK

s Word cereal production in 1996 is astimated to have besn 1 72
million tonnes (including rice in milled terms), about 8.5 percent
above 1995 and above the trend. A larger coarse grain crop,
particularly in the United States, accounted for the bulk of the
increase, although outputs of wheal and rice also rose significantly.
World wheat output increased by 8 percent following bumper
harvests in the major exporting countries and good crops also
among the developing countries. Rice output rase by about

2 percent to a record level in 1996,

= Global cereal stocks from crops harvested In 1997 are forecast to
increase 1o 281 million tonnes, 9 percent above their reduced
opening volume, The combined cereal carryover stocks held by
major @xporters are expected to increase for the first time in three
years, approaching about 36 percent of the world wotal, compared
with 28 percent at the beginning of the season. Glabally, the ratio of
end-of-season stocks to expected utilization In 1997/98 s just over
15 percent, an improvement from 14 percent in the previous season
but still well below the 17 1o 18 percent range that FAQ considers o
be the minimum necessary to saieguard world food security.

* Prospects for 1997 cereal crops point to another above-trend
output of 1 881 million tonnes lincluding rice in milled tarms),
Wheeat output is forecast to be 593 million tonnes, marginally up
from the previous year and above-trend for the tecond year in
succession. Output is forecast to rise in most of Asia, Europe and the
Commonwealth of Independent States (C15) and to remain similar 1o
last year's in Morth America, but will zlip back somewhat in South
America, North Africa and, in particular, Australia after a record crop
[ast year. World coarse grain output in 1997 is forecast to rémain
similar to the above-trend crop in 1996 of about 911 million tonnes.
The bulk of the increase is expected in Morth and South America bul
also in the CI5, where production is expected to recover {rom the
reduced crop ast year. As regands rice, assuming growing conditions
remain as pood as they were the previous vear, paddy output could
be around 562 million tonnes (377 million tannes in milled terms),
almost unchanged from the previous year

s If current forecasts materialize, cereal output will be sufficient to
meel expected consumption requirements in 1997/98 and should
allow for a further modest replenishment of cereal stocks for the
second consecutive year after the sharp drawdown in 1995/96.
Nevertheless, the forecast global stock-to-utilization ratio may only
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reach 16 percent and thus would remain below the minimum level
considered safe by FAD. The global cereal market would be
particularly thtfnnﬂnat.whuﬁﬁmmduinﬂ&?ﬂﬂmmmd
to remain low. By contrast, coarse grain carryovers are projected to
continue to expand significantly, particularly among the major
exporters. This outcome, however, would very much depend on
coarse grain price developments next season, as a fall in prices.
could trigger more intensive feed use and thus cause utilization 1o
rise faster than currently anticipated, with an ensuing downward
adjustment in stacks.



4. EXTERNAL ASSISTANCE TO AGRICULTURE

* Total commitments made by bilateral and multilateral donars to
agriculture (broadly defined) amounted to $10 312 million in 1995,
Just short of the £10 345 million reached in 1994, In real terms,
however, this constituted an 8.6 percent decline which indicates the
centinuation of an overall declining trend in external assistance 1o
agriculture. Indeed, when measured in 1990 prices, total assistance
fell by 21.2 percent from $12 113 million in 1991 to $9 549 million
in 1995. The share of external assistance to agriculture in total
development financing has declined from 13 percent in 1990 1o
about 10 percent in recent years.

* Ciontrary to 1994, which saw a decline in bilateral and an
mcrease in multilateral commitments; the total decline in 1995 was
primartly the result of a decrease in multilateral contributions. In
particular, commitments by the International Fund for Agriculwral
Development (IFAD) fell by 36 percent and those by the Asian and
African Development Banks by as much as 60 percent in real terms.
However, the [evel of commitment, in real tepms, from the World
Bank remained roughly the same, Commitments by the Intemational
Bank for Reconstruction and Development {IBRD) expanded from
$2 016 milhon to $2 281 million, representing about 4 percent in
real terms, while those by the International Development
Association (IDA) also increased from $1 472 million 1o

$1 545 million, but declined by nearly 4 parcent in real terms. The
aggregate commitments from the United Mations Development Fund
(UNDP), FAG and the Consultative Group an International
Agricultural Research (CGIAR) went up to $656 million from

$647 million; however, in real terms this represented a decrease.
Alter a sharp drop in assistance in 1994, multilateral assistance from
the Organization of the Petroleum Exporing Countries (OPEC)

rose significantly from $45 million 1o $161 million.

» Tatal bilateral commitments (ncreased from $£3 792 million
1994 to $4 515 in 1995, camesponding to an Increase in real terms
of 9.2 percent. Half of total bilateral commitments in 1995 came
from Japan, the major contributor to bilateral assistance among the
Development Assistance Committee (DAC) members. Japan's
commitment was 48 percent higher than the previous year. Among
DAC members, Germany was the second highest donor in 1995,
followed by the Netherlands, the Uinited States and France.

s Wihile the share of concessional commitments in total
commitments o agriculture remained broadly constant at close to



73 percent from 1994 to 1995, the amount in grants increased from
$4 461 million 10 55 044 million. Virtually all (95 to 97 percent)
bilateral assistance is channelled through grants. The grant element
in multilateral commitments has increased slightly, from around 10
percent in 1991 to 12 percent in 19495,

* For 1996, information is available only for fending to the
agricultural sector from I1BRD and |DA. According to the World Bank
Annuifﬁe}:ﬁd'l'ﬁﬁ, $2 577 million were lent in 1996 for the
development of agriculture, down from $2 752 million in 1995, This
fall was noted in both IBRD and IDA assistance.

= i terms of the areas of d‘ﬁ_nnéllﬂ]'és&iﬂam. commitments
towards environmental development increased substantially, from
$139 million in 1994 to §1 465 million in 1995, as did
commitments for rural ﬁwelnpnmt, Heing from $875 million in
1994 10 $1 678 million in 1995, On the other hand, commitments
towards fisheries, forestry and land and water dzwabnpnm declined
significantly between 1994 and 1995,

» With regard to the regional distribution of assistance flows, while
the major share of commitments went towards Africa and Asia, they
fell from the 1994 level, Latin Amenica and countries in transition,
on the other hand, registered increases In external assistance in
1995. In fact, the share of total external assistance to agriculture in-
countries in transition has increased steadily over the past five years
from 1.4 percent of overall assistance in 1991 to 5 percent in 1995.
In pl!f'l:aput terms (with mpecttnmr:l p-ppulathn and agrh:ultw'al
papulation), however, availability of assistance was highest for Latin
America, followed by Africa and Asia;
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5. FOOD AID FLOWS

* As of July 1997, total cereal food aid shipments under programme,
project and emermgency food aid in 1996/97 (julyJune) were
estimated to have reached 7.5 million tonnes, which is about the
same as in 1995/96 and more than 2 million tonnes above the
minimum commitments of 5.35 million tonnes agreed under the
1995 Food Aid Convention (FAC). Aggregate cereal shipments (o
low-income food-deficit countries (LIFDCs) in 1996/97 were likely
1o have reached 5.9 milllon tonnes, almost the same as in 1995/96.
O this total, some 2.5 million tonnes were destined for LIFDCs in
sub-Saharan Africa.

s Cilobal food aid shipments in non-cereal food commaodities fell in
1995 (Jlanuary-December) to about 1.2 million tonnes, about

460 000 1onnes, or 28 percent less than in 1994. Reduced
shipments of pulses and vegetable oils accounted for most of this
decrease. The bulk of the decline occurred mostly in Africa and
countries of Eastern Europe and the CIS.

* Contributicns to the Intemational Ememgency Food Reserve (IEFR),
administrated by the World Food Programme (WEFP), in 1996 fell to
849 000 tonnes of cereals from 908 000 tannes in 1995, Similarly,
contributions were also reduced for non-cereal shipments, from

238 000 tonnes in 1995 o 198 000 wones. In addition,
contributions to the 1996 Protracted Refuges Operations, also
directed by WFF, amounted to 495 000 tonnes of cereals and

85 000 tonnes of other food commodities, compared with

535 000 tonnes and 58 000 tonnes, respectively, in 1995, As of

11 Decamber 1996, pledges to the regular resources of WFP, which
account for 98 percent of total food aid deliveries through
muitilateral channels, amounted to S840 million for the 199595
biennium, representing 56 percent of the target of $1.5 billion. Of
the total amount pledeed, an estimated $576 million were in the
form of commodities and $264 million in cash.

* As regards the future orientation of the food aid programme of the
United States, the warld's largest dener, initial proposals released in
Febeuary 1997 for the 1998 fiscal year {October/September) suggest
a cut in funds for the Food-for-Peace programme, known as PL-480,
by $117 million to $990 million. The full amount of the reduction is
expected o be made in Title |, the concessional sales programme,
which is tamgeted at $123 million compared with $240 million
initially appropriated for fiscal year 1997,
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b, IH"_FERHATIDHAI. AGRICULTURAL PRICES

* By July 1997, International wheat and maize prices had dropped
by 32 and 48 percent, respectively, from their average in July 1996,
largely as a result of generally improved production, including in
major importing countries. Looking ahead to the 1997/98 marketing
season, In the absence of any significant increase In import demand,
wheat prices are projected to remain under pressure and become
more valatile in the second half of the season owing to the relatively
small size of stocks, a development which would replicate the
situation in the 199697 wason, Mext «eason's maize prices may
also face downward pressure as demand in the intermational market
for maize is forecast to grow slowly while supplies remain ample
among the major exporters, in particular the Linited States,

» World rice prices in the first six months of 1997 were refatively
weak compared with the high prices that prevailed in the same
period in 1996. The decline in prices was a result of the overall
slackening of world import demand following two years of bumper
trade. Among the higher grades, Thal 100 averaged $336 per tonne
in June 1997 compared with $363 in June 1996, while the lower-
quality, fully broken rice, such as Thai A1 Super, was about $17 per
tonne lower than in June 1996,

= The decline in the prices of oils and fats accelerated duning the
1995/96 marketing season, with the monthly average FAD price of
edible and soap fats and oils falling by nearly 10 percent when
compared with the previous season. However, prices remained quite
high in historical werms. Redurbished stocks and a good new oilseeds
crop were the main contributors to this decline, despite the
continued increase in the prices of lauric oils (coconut and palm
kernel) throughout the season, caused by tight supplies. The decline
in ol prices has slowed down considerably since the beginning of
tha 1996/97 seadon, 1o a level about 4 percent below the same
period last season. Moreoves, since early 1997, the prices of soft oils
have strengthened somewhat, reflecting a recovery in demand in
certain markets. This upward trend is likely o be maintained until
the end of the current season, although not enough to register a
significant increase over the entire season when compared with
1995/96.

* A unigque feature of the pasi two seasons has been the fact that the
movements in international prices of oilcakes and oilmeals have
exhibited a tendency opposite to that observed for oils and fats
Thus, the fall in global output, coupled with the upward shift in the



EXPORT PRICES m—*mm 1993-1997

()




global demand for ailcakes and oilmeals, was the primary cause
which triggered a substantial drawdown of stocks during the
1995/96 season and resulted in a sharp rise in prices of these
commadiities of about 38 percent compared with 1994/95,

The rapid rise in the monthly average prices of meals, however,
appears to have subsided appreciably since the beginning of this
season as a resull of the supply response observed in most of the
countries producing meal-rich oilseeds. Between October 1996 and
May 1997, meal prices rose by 14 percent compared with the same
period {or 1995/96. Although the demand for livestock products in
fast-growing developing economies is likely 1o continue Increasing,
the pressure on meal prices is expected to ease somewhat, at least
until the end of the season, as a result of the sovbean harvest in the
Southerm Hemisphere, Nevertheless, it is unlikely that these
developments will eventually lead to a decline in meal prices for the
entire 1996/97 season when compared with 1995/96.

* Following good harvests and rising stocks, world sugar prices
have been under downward pressure since the beginning of 1995,
when the International Sugar Agreement (ISA) price peaked at

13.3 U5 cents per pound. The price fell markedly to a twio-year low
of 10.5 US cents per pound in April 1996 and, following some
recovery in the middle of the year, weakened again in October and
November when a larger than expected surplus began to emerge.

It is believed, however, that the decline in world market prices
during 1995-96 would have been even greater but for two factors:
the supply of high-quality white sugar, particularly from the EC,
remained tight and a substantial part of the surplus in India was
channelled to re-build stocks rather than being exported. World
sugar production for 199697 is estimated to be 122.5 million
wennes (aw value), slightly below the record 122.9 million tonnes
st in 1995/96. However, production for 1996/97 would still result
in a surplus, as consumption is not expected to grow significantly
and therefore continues 10 exert pressure on prices in 1997, The
average I5A price in July 1997 was 11.08 US cents per pound,
compared with 12.81 US cents per pound 12 months earlier.

* Coffee prices continued their downward trend in 1996 despite
earlier efforts by producers to maintain firm market prices by
instituting an export ratention scheme. In July 1995, the Association
of Coffee Producing Countries (ACPC) agreed to restrict their exports
of green beans to 3.6 milllon tonnes between mid-1995 and mid-
1996, approximately & percent less than In the previous 12 months,
However, the goal — to lift futures prices in the New York exchange
tor 180 US cents per pound — was, not achieved, although prices
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could have slipped further without the retention scheme. As the
ACPC strives 1o bring supply levels more into line with
consumption, prices should gradually firm during 1997, In addition,
expectations of a shortfall in Brazil owing to frost damage
contributed to the strengthening of prices in early 1997, Although
prices subsequently eased somewhat, by mid-year quotations were
atill more than 50 percent above the 1996 average [evel.

» World cocoa prices remained relatively firm in 1996, with the
CCO daily price closing at 68 LS cents per pound in the third
quarter, 5 LS cents per pound higher than in the corresponding
period of 1995, and substantially higher than in the early 1990s
when they averaged 52 LS cents per pound. By July 1997, the price
peaked at 77,10 LS cents per pound, bringing the average for the
first seven months of 1997 to 70.34 US cents per pound. Thus,
cocoa prices have been on a continugus upwi!:d trend since the
new International Cocoa Agreement of 1993, World cocoa
consumption, as measured by grindings of cocoa beans, rose in
199596 by 6 percent to 2.7 million tonnes, the highest annual
growth rate in ten years. All major consuming countries recorded
increases, notably the Netherlands and the United States. Prospects
are for lower rates of growth in 1996/97, however, as a reaction 1o
the higher prices.

* World market prices of tea firmed considerably in 1996, averaging
£1.76 per kg and 8 percent higher than in 1995 for all teas in
London; mainly owing to increased demand in the Russian
Federation. Prices continued to rise in the first five months of 1997,
reaching $2 271 per tonne in April and $2 274 per tonne in May
and reflecting production shortfalls, particularly in Kenya and 5n
Lanka. Some corrections occurred in June and July 1997 when
prices fell to $2 080 and $1 943 per tonne, respectively. Although
expected 1o remain relatively high during the remainder of the year,
world prices beyond 1997 could again be vulnerable to downward
pressure given the slow growth in demand in importing countries
and the strong supply potential in major exporting countries,

* World cotton prices, as indicated by the Cotlook ‘A’ Index for July
1997 were only 1.5 US cents per pound above the 1996 average of
80,5 US cents per pound, considerably lower than the peak levels of
over 110 cents per pound in early 1995, The International Catton
Advisory Committes {ICAC) expects that, with modest prices,
production in 199697 will contract by more than 1 million to

19.1 million tonnes. Consumption is expected to increase by about
500 000 tonnes to more than 19 million tonnes. Since world



production and consumption are almost equal, stocks at the end of
the 1996/97 season (on 31 July 1997) are exprected 1o be almost
unchanged, at 9 million tonnes. Global trade is expected to contract
from & million tonnes in 1995/6 to 5.8 million tonnes in 1996/97.
China continues o play a key role in the world cotton trade. ICAC
estimates that, despite a marked fall in production and a small
increase in consumption in 1996/97, imports by China will contraict
s stocks are drawn down. This weaker demand in world markets is
ane of the factors contributing to the relatively weak prices in
1996/97. mema, further increases in both production and

- consumption: mﬁﬁrar.m.



7. FISHERIES: CATCH, DISPOSITION AND TRADE

= Fish supplies have expanded rapidly in recent years, reaching
110.5 million tonnes in 1994 and an estimated new peak of 112.9
million tonnes in 1995, the latest vear for which complete data are
available. The increase was due mainly to continued rapid growth
in aquaculture production, particularly in China, and a rapid
expansion of highly Mluctuating harvestable stocks of pelagic species
off the west coast of South America. As a result, both fishmeal
production and fish supplies for human consumption have reached
record Jevels,

= Apgregate fishery production in developing countries continued
expanding in 1995, although at a slower rate (2.6 percent) than in
the preceding years. The cumulative increase in developing country
production in the five-year period from 1990 to 1935 amounted to
19 percent, while developed country production contracted by an
estimated 18 percent over the same period. Overall, the developing
country share in tolal fishery production increased from 58 percent
in 1990 10 70 percent in 1995.

* | 1995 total landings by capture fisheries are estimated to have
remained at about 92 milllon tonnes, the same level as in 1994
Provisional production figures for marine and inland aquaculture
show an estimated increase from 18.4 million tonnes in 1994 to
20.9 million tonnes in 19935,

» The rapid growth tn aquaculture production is the result of
increased expansion of carp species, primarily in Asia. Five Asian
countries (China, India, Japan, the Republic of Korea and the
Philippines) accounted for B0 percent of the volume of aquaculture
produce in 1995, In 1994, carps accounted for almost half of the
total volume of cultured aquatic products (aquatic plants excluded).
Even though cultured fish and shellfish contribute significantly to
tetal national fishery production, aguaculture in most countries is
dominated by only a few species,

e Of the preliminary figure of 112.9 million tonnes of total fishery
production in 1995, it is estimated that about 31.8 million tonnes
were used for reduction. The amount of fish available for direct
human consumption in 1995 was estimated to be 81.1 million
tonnes, 5.3 million tonnes more than in 1994, representing a greater
increase than the estimated population growth rate in the same year.
Therefore, the average annual per caput avallability of icod fish
increased to 14.3 kg,



* The value of international fish trade continues to increase.

In 1985, the value of international fish exports was $17 hillion;

in 1990 it was $35.7 billion; and by 1994 it had reached

§47.4 billlm The increased volume of international trade in fishery
products in 1994 was associated with higher trade in low-value
commodities such as fishmeal, with the result that the value of
exports increased less than the volume. Preliminary figures for 1995
indicated an increase in the value of rade, reaching $51.7 billion,
owing to higher prices..

* Developed countries accounted for about 85 percent of the total
value of fish imports in 1995, Japan continued to be the world’s
largest. h‘npurl:a*nfﬂﬁharrpmdmls accounting for about 30 percent
of the global total. In 1995, fish imparts by all three major world
importers (Japan; the EU and the United States) increased.

* For rnan-!r developing nations. fish trade represents a significant
source of foreign exchange. The increase in net receipts of forelgn
exchange by developing countries - calculated by deducting their
import from their export value - is impressive. As such, net receipts
rose from $5.1 billion in 1985 to $16.0 billlon in 1994, and further
H} $184 hllﬂm in 1'55‘5
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8. PRODUCTION AND TRADE OF FOREST PRODUCTS

* The year 1996 witnessed the interruption of a longstanding
ascending trend in world production of paper and paperboard.
Wianrld paper production had in fact grown steadily, but by the
beginning of 1996 there was an oversupply of pulp and paper
products in major markets as a result of a weakened paper demand
and increased industrial capacity. Many pulp and paper mills in
North America and Scandinavia had to take downtime in ceder to
reduce an exceptionally high level of pulp and paper stocks. Output
and operating rates of the industry consequently declined mapidly.

* The 1996 drop in production of paper and paperboard occurred
only in the main developed country producers, while production is
estimated to have grown by about & percent in the developing
countries. As in the past, Asian countries enjoyed the strongest
growth. In fact, production of paper and paperboard in the Republic
of Korea was up by an estimated 9 percent from the previous year.
Large capacity expansions took place in Indonesia and Thailand (by
30 and 15 percenl, respectively),

* Prices of pulp and paper, which had reached an all-time high in
October 1995, continued 1o fall sharply for a good par of 1996. In
the last part of 1996, however, prices tended to stabilize ata low
level as some signs of recovery began to appear in major paper
markets. The strong fall in pulp and paper prices had a negative
effect on the total value of trade of forest products. The total value of
exports of forest products is estimated 1o have decreased by
approximately 14 percent, and trade in wood pulp and paper and
paperboard products by 22 percent. Imports of round coniferous
pulpwood by the Scandinavian countries, for example, which had
grown strongly in the last few years, were reported to have
decreased by about 2.5 million m?; reflecting the diminished fibre
needs of thelr pulp industries.

* World production of roundwood in 1996 is estimated to have
remained at last year's low level of some 3.4 billion m, Preduction
of fuelwood, the main mundwood component and the dominant
energy source in many developing countries, is estimated to have
grown by 2 percent, mainly driven by the demand from grewing
nural populations of developing countries, Production of industrial
raundwood, on the other hand, is estimated o have decresed by

2 percent. The developed countries experienced a sham dwop in
pulpwood removals, which went down by 6 percent, as a rflection
ol weak pulpwood demand by the pulp industries in Europe. In both






Finland and Sweden, the main European pulpwood consumers,
consumption of pulpwood is estimated to have fallen by neardy

15 percent. Markets for pulpwood, on the other hand, were more
favourable in North America. World production of coniferous logs
followed the same trend, although the drop was less marked.
Production of this commaodity went up in Morth America; after a
long perlod of decline induced by harvesting restrictions, but down
by 7 percent in Europe. The steady fall in production of coniferous
logs in the Russian Federation was reported to have come 1o a halt
in 1996,

* Production of tropical logs is estimated to have remained at the
previous year's level, Many tropical countries have introduced
harvesting restrictions and log export bans, in view of their desire to
protect the remaining natural forests. In 1996, Cote d’lvoire, the
main tropical log exporter until the mid-1980s, reinstated its log
export ban on 35 wood species. Ghana introduced similar
fegislation in 1996. As a notable exception, in late 1996 the
Malaysian state of Sabah announced the lifting of the ban on log
exports, indicating that up to 2 million m? of logs would be
available for export in 1997.

* World production of sawnwood in 1996 continued its slow
downward trend. With the exception of Morth America and in
particular the United States, where housing activity was strong, the
production of coniferous sawnwood remained elsewhere at low
levels. Praduction in the Russian Federation is estimated 1o have
fallen by a further 10 percent, reflecting mainly a shorage of capltal
by the sawmill industry and higher transportation costs of wood
supply from Siberia. Some signs of recovery appeared, however, in
Europe and Japan in late 1996, where construction activity
expanded significantly.

» Trade in coniferous sawnwood, which accounts for 85 percent of
total sawnwood trade, was estimated to have declined by 2 percent
as a reflection of weak demand In Eurape for a good part of 1996
and owing to high stocks and competition from other products. The
new trade agreement besween Canada and the United States, which
limits duty-free Canadian coniferous sawnwood exports to the
United States (unless a specified price level is reached), caused
notable uncertainty among buyers and exporters in the latter part of
the year and an upward effect on prices, Total Canadian exports of
coniferous sawnwood to the United States rase in 1996 by 3 percent
while shiprments overseas rose by 1 percent.
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* Production af trapical sawnwood is estimated to have increased
slightly in 1996. Of the main producer countries, only Brazil reported a
significant increase in tropical sawnwood production. Trade in tropical
sawnwood continued 10 decline, as major exporters are favouring
exports of more processed products such as plywood, veneer, fumniture
and fumture parts. For example, exports from Malaysia, the world's
largest exparter, were estimated to have decreased by about 10 percent,
while exports of Malaysian wooden fumniture were up by 30 percent, As
a notable exception, exports of ropical sawnwoad from Ghana were

reported 10 be up by 15 percent,

* World production of wood-based panels is estimated 1o have
grown by more than 3 percent. Demand for new products, such as
ariented strand board (O58) and medium-density fibreboard (MDF),
continued to remain strong in major markets, and further capacity
increases wene announced in developed countries as well as in
some developing Asian countries. Demand for trapical plywood was
robust in Asia. While Indoneslan output and exports ithe world' s
largest) were hampered by difficulties in log supply. Malaysian
production and exports surgad,

* World production of paper and paperboard Is estimated to have
declined by 1 percent, ending a long upward trend which began in
1982. The decline in production occurred only in the developed
countries, where output decreased by an estimated 3 percent, With
the exception of Japan and the United States, where output grew
marginally, all other major producers experienced decreases.
Scandinavian countries were particularly affected by weak demand
in major European markets. Many mills in Scandinavia and North
America had 1o take downtime in order to reduce a high level of
paper stocks. In the last part of the year, however, some signs of
recovery began to appear. Production in developing countries, on
the other hand, grew by an estimated 6 percent. As in the past,
countries in the Far East enjoyed the fastest growth, where lamge
capacity expansfons in the region took place.

= World production of wood pulp is estimated 1o have decreased by
5 percent, Markets for wood pulp suffered from oversupply, weak
demand and rapidly falling prices. The major drop occurred in the
developed countries, where output decreased by an estimated

8 percent. In the last part of the year, the market situation improved
slightly and production started a slow recovery. Because of new
capacity installed in 1996, production in the developing countries
increased by 18 percent. However, trade value in wood pulp
decreased with the rapidly falling prices.
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Il. Overall economic environment and agriculture

WORLD ECONOMIC ENVIRONMENT

After a prenounced slowdown in 1995, world economic growth
accelerated in 1996 in both developed and developing countries,
Woarld economic activity is projected to gather strength in 1997 and
remain vigorous in 1998 (Figure 1), At the same time, inflation rates
remained moderate throughout 1996 and early 1997, falling in
many cases 1o thelr lowest levels in decades, while efforts 10 reduce
fiscal and external imbalances were intensified, with positive results
in many countries. After having risen at a dramatic pace during the
previgus two years, in 19946 the rate of expansion of world trade
slowed markedly, reflecting mainly sluggish import demand in some
industrial countries and moderate growth in a number of Asian
economies. Following are some regional highlights:*

# In the developed countries, robust growth performances were
recorded in 1996 in the United States, the Uinited Kingdom and
a number of smaller economies, along with a recovery in Japan.
After disappointing growth in 1995 and much of 1996, the
acanomic outlook improved somewhat in Europe, although
high, and in several countries growing, unemployment as well
as the fiscal criteria laid down as conditions to participate in
monetary union within the EL remain difficult challenges for
the region. For 1997 and 1998, expectations are for an
acceleration in the growth rate of the United States and the EU,
but a slowdown in Japan.

= Sustained growth was recorded in the developing countries
overall. Growth rates remained at or exceeded 6 percent for five
conseculive years (1992-1996), and similarly high rates are

! Unless otherwise indicated, economic estimates and short-term forecasts in
this section are from IMFE 1997, World Economic Outlook 1997, Washington,
D

A more detailed account of economic developments in the developing
country regions and economies in transifion can be found in Part 11, Regional
FRVIE.
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projected for 1997 and 1998. A remarkable broadening of the
economic upturn initiated in 1994-95 was observed in Africa,
where the 5 percent growth rate in 1996 was the highest in two
decades, reflecting to a lange extent strong performances of the
.agncul'mral sector. African growth rates are also projected to
remain high by historic standards in 1997-98, The Asian
‘ecanomies remained dynamic, despite some slowdown since
the very high 1992-95 growth rates; 1o a large extent, this
slowedown was caused by measures to reduce macroeconomic
imbalances and control overheating, The Near Eastern
emnﬂrriﬁminud o recover Hﬂndmﬂumpluf 1994,
hnmhdhraaignﬂiumﬂmhﬂadcm&peﬁnhum
during. 195& but growth s expected o lose momentum in
1997-98, largely in response 1o weakening ol prices, In Latin
America wmeEﬁMamrwmhﬂtﬁmp{m
following the gloom induced by Mexico's financial crisis, with
the tweo countries worst hit by the crisis in 1994-95, Argentina.
‘and Mexico, recovering at a much faster pace than expected.

I the transition economies as a whu!‘n 1996 may have been
the ﬂrﬂﬁpﬂl of pmlli'i'e. if stifl minor, growth since 1989, and
short-term prospects are for a strengthening of economic

WORLD OUTPUT AND VOLUME OF WORLD TRADE
Percentoge change ovar procoeding yeor)

1992 1993 1994 1o 1ove”




activity. Widely differentiated performances were still observed
across countries, however. Those more advanced in the reform
process showed robust grawth and moderate inflation. Growth
rates ranged between 5 and 7 percent in Slovakia, Poland and
Croatia, while the Czech Republic recorded 4.2 percent; the
exception was Hungary, where GDP only rose by 1 percent
following severe stabilization measures in 1995-96. On the
other hand, most other economies in transition were showing
continuing difficulties in ememging from the crisis. Oulput was
estimated to have fallen again in 1996 in five countries in the
CIS, Including the Russian Federation and Ukraine.

Long-term interest rates continued a downward trend until early
December 1996 to mid-February 1997 in most industrial countries,
but increased significantly again during the first quarter of 1997,
reflecting concems about inflation risks and signs of stronger
economic activity in several countries, By March 1997, nominal long-
term interest rates were about 6 1o B percent in the major indusirial
countries, except lapan (where they were about 2.3 percent),
compared with a wider spread of & to 12 percent in the early 1990,
Such an overall decline in interest rates is of considerable importance,
not only because of its direct effects on investment and economic
activity but also, for the developing countries, because of fis
implications an capital flows and debt servicing.

Anather factor of major importance for many developing countries
is the behaviour of commodity prices. According to IMF, commadity
prices in United States dollar terms rose overall by about 5 percent
in 1996, with a 20 percent increase in the price of crude petroleum
and a 1 percent decline in that of non-fuel primary commodities.
The world index of prices for primary agricultural products® fell from
110 in 19495 to 100 in 1996 (1990 = 100) in nominal terms.

Reflecting different weights in total exports, the index for the
developed countries fell by 5 percent and that for the developing
countries by 16 percent. The bulk of the latter reduction was in
coffee (-25 percent) and sugar (-8 percent). Prices of natural rubber,
hides and vegetables also fell considerably. Despite such declines in
prices of major commaodities exported by the developing countries,
the overall index for these countries in 1996 was still 20 percent
higher in real terms than the depressed levels of 1990-93. Moreover,
prices of several commodities, including trogical beverages, tended

* Computed using the 1950 weights, as used by United States Monthly Bulletin
of Statistics, and on the basis of workd market prices compiled by FAD,



BOX |
EXTERNAL DEBT AND FINANCIAL FLOWS
TO DEVELOPING COUNTRIES

Tetal outstanding external debi for all
developing countries, according Lo
preliminary estimates, reached $2 177
hillion at the end of 1996, This represents an
increase of 5111 billion, or more than

5 percent in nominal terms, over the total
delst at the end of 1995 (52 066 hillion).

The ratio of debl to expart carnings,
however, declined 1o 146 percent from maore
than 151 percent in 1995, All regions shared
in the decline, except East Asia and the
Pacific, which recorded an increase inthe
dehil 1o export earnings ratio because of a
sharp increase in private non-guaranieed
debt. In sub-Saharan Africa, this ratio
declined to 237 percent from 242 percent in
1995, reflecting debt-alleviation measures in
{avour of this region. Debt-service ratios,
which express total debt-service payments as
a percentage of tolal export earnings, also
declined in all regions excepl Latin America
owing to the prepayment of debt from the
Mexico rescue package. The aggregate debi-
service ratio for all countries in 1996 was
slightly more than 16 percent, almost one
point below the previous year. Sub-5Saharan
Africa recorded an estimated 12 percent
debt-service ratio, against slightly more than
14 percent in 1995, In Latin America and the
Carihbean the ratio steod at 30 percent in
1996 againel 26 percenl the previous year.
To service their total outstanding debits, the
developing countries paid a Tolal of $245
hiflion in 1996, of which $101 billion were
nferesl payments,

Megotiations between deblor countries
and multilateral and bilateral creditors were
actively pursued in 1996, giving rise to a

mumber of encouraging developments in
debi relief anid debl reduction. The heavily
indebted poor countries (HIPC) initialive,
established in September 1995, was
endorsed in 1996 hy the Warld Bank, IMF,
thie Paris Club and bilateral creditors. Uneder
this initiative, bilateral and multilateral
creditors of poor, indebied countries
provide debt relief in order to reduce the
debt burden to sustainable levels over the
medium lerm. Countries qualifying must be
eligible 1o borrow from IDA and must have
a good record of econamic and social policy
reform, including improvements in health
care and education, The World Bank has
established an HIPC Trost Fund, managed
by IDA, and has set aside $500 million
o cover its inilial contribution. IMF is
participatimg in the initfative through its
enhanced structural adjustment facility
(ESAF), a concessional financing facility that
supports macroeconomic and structural
refiorm in loweincome countries. The first
debit relied under the HIPC initiafive was
approved in April 1997 for Uganda which,
through the operation, will reduce its
multilateral and bilateral debl by abowm
20 percent or $700 million. Preliminary
agreements have also been made with
Bolivia, Chte d'lvoire and Burkina Faso.
The Paris Club of creditors, through
which the debt-relief operations for maost
official bilateral deht are negotiated, has
continued to play a very impartant role.
Between mid-1995 and cnd-1996, five
stock-of-debt operations, which reschedule
concessionally all stocks of debl, and nine
flow reschedulings (which reschedule debt



service falling due on eligible debity were
made on the so-called Maples terms,
providing for a iwo-thirds reduction in
presend value terms on cerlain calegories of
official debt for the poorest countries. Since
the introduction of the Naples terms in
1994, creditors have implemented six stock-
of-debl operations or exil oplions, covering
more than 52 hillion, and 19 flow
reschedulings, covering about 7 billion, In
addition, seven agreements were made on
non-concessional terms. The Russian
Federation benefited from the largest ever
restructuring package by the Paris Club,
covering more than $40 billion in debt.

In 1996, seven agreements between
debtor countries and commercial bank
crtditors were concluded, restructuring
$17 billion in debt and reducing outstanding
debt by more than $5 billlon. Other debt
comversion programmes, such as debi-for-
equity, debt-for-development and debi-for-
nature swaps, have increased rapidly,
Between 1985, when these arrangements
were first institutionalired, and 19495 such
deht conversion has totalled $141 billion,

FINANCIAL FLOWS

Capital flows to the developing countries, in
particular private flows, reached record
levels in 199, reflecting relatively low
interest rates in indusirial countries, the
continued development of capital markets in
many emerging markel economies, the
investmenl epporiunities created by
privatization and, more generally, the
climate of confidence created by suceessiul
stahilization and adjustment measures in
many counirics,

Aggregate net long-term external capital
flows o developing countries reached an
edlimated $285 billion in 1996, an increase
of 20 percent (547 billion) over 1995, Mel

private capital flows, which account for 86
percent of total aggregate net long-term
flows, continued to increase, reaching a
recard 5244 billion, $60 billion above the
figure for 1995, However, many of the
world's developing countries still do not
share, lo any significant estentd, in the
growth off private flows. East Asia and the
Pacific, together with Latin America and the
Caribliean, received the largest amounts of
nel privatle fows, $109 hillion and
%74 billion, respectively. Nel private capital
flows lo sub-Saharan Africa, 511 billion in
19856, while still modest, were nevertheless
ten times greater than at the beginning of
the 1990s. China was the largest single
recipicnt country, followed by Mexico.
Privale nel flows recorded increases for all
instruments, such as bonds, portiolio equity
imvestments, foreign direct investment (FDN)
and commerdial bank lending. The latter,
which had stagrated for many years,
mcreased by S8 billion in 1996, Almost half
of new bank lending was jor profect
financing, especially for infrastructural
development,

FDI flows to developing countries reached
an estimated 3110 billion in 1996,
%14 billion more than in 1995, represenling
a fourfold fncrease since 1990, In 1996, Eas
Asia and the Pacific and Latin America
received the largest amounts of net FDI
flows, with $61 hillion amd $26 billion,
respectively, followed by Eastern Europe
with 515 billion. FDI flows (o sub-Saharan
Africa, generally directed fo the natural
risaurce sectors of 4 rather limited number
of countries, remained altogether low al
%2.6 billion in 1996. China continued to be
the largest individual recipient of FDI flows,
accounting for more than $42 billion in
1996, a dramatic increase when compared
with the £3.5 billion of 1990,



MNet official development finance fell by
£12 billion to an estimated $41 billion in
1996, the lowest level in more than a
decade. Nel official concessional flows,
composed of ODA and ather official and
flows 1o low- and middle-income countries,
actounted for $44 billion in 1996,
£0.8 billion lower than in the previous year.
The decline was mainly attributable to a
§1.3 billion fall in grants. Oificial
concesstonal lows in 19% remained
concentrated in sub-Saharan Africa, with 34
percent of the total, However, the share of

concessional flows (o Europe and Central
Asla rose from zero in 1990 to an estimated
20) percent in 1996, The decrease in long-
term development assistance has been
accompanicd by a marked shift in fund
allacation. An increasing amount of funds is
indeed heing directed towards emergencies
such as refugee relief and other emergency
aid. Altogether, an estimated 12 percent of
all afficial development assistance is now
devoled to emergeney aid, compared with
less than 2 percent in 1990,



#“K

|

o .
1980 lved 1995 Ioed

o o
I980 1990 1995 1964

EAST ASLA
AND THE PACIFIC

Bl %

%  Eilion §

180

iPED 1090 1608 199et
I Putic ongitemn

=2 210

& 108
45 140
34 108
M 70
12 35
LR

1580 1990 1995 1998° f

[ e—
TRED 1990 1995 1g0ar 9
- Toh detd o ghode of 516

B mhertbern m— Tohol chetd Behice o shors of
anport of Qoods ord sedcan




to strengthen during the first quarter of 1997, As regards cereals,
prices rose to very high levels during 1995 and 1996 but tended to
wealken in the first hali of 1997 (see Exhibit 6, p. 25).

Economic outlook and the implications for agricullure

In the absence of unforeseen shocks, most analysts foresee a
continuing world economic expansion into the medium term. For
many developing countries, success in curbing inflation, liberalizing
their economies and opening to international trade should enhance
their prospects for continued or even accelerating growth, The
developing countries should also benefit from the pxpected
continued ecopomic expansion, accompanied by moderate inflation
in Im;lusmnl countries, significantly lower real Entml rates than
during the 1980s, continued trade liberalization and a strong
increase in private capital flows. However, this overall optimistic
outlook masks widely diverging expectations-for speeific countries
and regions, Much of the econamic impravement in l:l-lrueiuprng
countries is expected in the already fast-growing East and South Asia
regions, as well as in other countries in Asia and Latin America and
the Caribbean that are better integrated in world financial and rade
flows. For the least-developed countries in Africa, on the other hand,
even an annual growth rate of about 4.5 percent® would be
inadequate to raise their per caput incomes to any significant extent,
let alone close the gap vis-d-vis other regions. Prospects.appear
particularly gloomy for many agriculture-based economies where
social problems pose obstacles 1o the pursuance of reform policies
o the extent necessary for building growth momentum and investor
- credibility, and these economies are therefore unable to mobilize
flows of finance for economic diversification. They must also face
the prospects of reduced aid and intensified competition in
international markets. '

For countries depending on primary product exports, a crucial
determinant of their e:ﬂnmh: perfmmance will be the evalution of
commeodity prices. According to World Bank forecasts, the decline
in non-oil commodity prices over 1996-97 would return about two-
thirds of the price gains seen in 1994-95, but a bmad flattening of
these prices should subsequently occur, contrasting with the major
declines of the past 15 years. Moderately optimistic expectations for
commaodity prices overal| constitute one of the basic assumptions of
the agricultural projections reviewed below,

'Thumhmjmhdhywﬂmum for the period 1998-2001 (see
Agricultural outlook for the :huhpir!.mtu‘l:‘lu,p.lﬁl-



Agricultural outlook for the developing countries

Mid-term forecasts of economic and agricultural output growth in
the developing countries, as elabarated by Project LINK, include the
following noteworthy features:

* Prospects for the period 1998-2001 are for annual rates of GDP
growth of more than 6 percent in the developing countries as a
whaole, somewhat above what was forecast a year earlier, The
outlook for agricultural output also appears more favourable
than previously forecast although, at an annual 4,5 percent, the
growth rates for the sector are expected to lag well behind those
of the economy as a whole. Such projected annual growth rates
of 4.5 percent for the developing countries must be considered
with caution, however. On the one hand, they appear optimistic
in the light of long-term trends and the deceleration in
agricultural production growth in some lamge countries such as
China and India in recent years. On the other hand, they do not
appear inconsistent with the projected continuation of very high
COP growth rates in the developing countries (above 6 percent
yearly) over 1998-2001, and the generally strong performances
of the agricultural sector in these counftries in recent years, *

* The least dynamic performances of the agricultural sector. are
likely to be in sub-Saharan Alfrica, the reglon where such
performances have a greater developmental and lood security
importance, Nevertheless, at close to 4 percent, growth in
agricultural output would still exceed long-term trends by a
significant mangin and enable gains in per caput terms. For the
other developing country regions, the projected levels of
agricultural growth (about 4.5 percent annually) would also
constitute a significant improvement in relation 1o past trends.

& The agricultural trade of the developing countries is likely to
benefit from the more favourable world economic cutlook amd
market liberalization. After a significant decline following the
end of the 1994/95 commadity boom, agricultural expon
earnings are forecast to gather momentum in 1998-2001. In this
period, agricultural exports are forecast 1o expand at annual

" As reviewed above, developing countries” GDP rose by more than & percent
yearly during 1992-96. IMF projects GDP growth rates of 6.6 and 6.7 percent
for these countries in 1997 and 1998, respectively, in line with Project LINK
ferecasts for this period. Crops and livestock production in the developmdg
countries rose by 4 percent in 1993, 5 percent in 1994, 5.2 percent in 1995
and L9 percend in 1996,
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OUTLOOK FOR THE ECONOMIES HIGHLY DEPENDENT
ON AGRICULTURAL EXPORTS

Mid-term prospects for economies highly
dependent on agricultural exports
(EHDAEs) appear generally favourable in
relation to past trends. The forecast growth
of their agricultural export value (5 o 6
peercent yearly during 1998-2001 ) would
more than offsel the projected deterioration
in agricultural terms of trade, thus enabling
some improvement in the purchasing power
of their agricultural exporis. The oullosk
appears more promising for the Latin
American and Caribbean countries than for
the African countries of this group,
reflecting in particular the commodity
composition of these regions’ exports,
Indecd, markel prospects appear to be more
favourable jor a number of export
commodities of Latin America and the
Caribbean — in particular cereals, livestock
products, sovheans and fruits - tham for the
less diversificd range of commadities thal
constitute the bulk of Africa’s agriculiural
exparts = chiefly coffes, cotton and cocoa.

The generally favourable prospects for the
EHDAE agricultural exporis are expecied
fo contribule to an improvement in their
overall economic outlook. IMF has prepared
for FAD somie short-term (19497 -498)

"Thit group comprises 47 countries (24 n sub-
Saharam Africa, 18 in Latin Armerica and the
Caribbean and (e in the Near East and Nomh
Africa) for which agricultural, fishery and lorestry
pipots are equnalend o at et 20 peroent of
thiter iotal exports, or 20 percent af ther total
EEsis

forecasts of economic performance in these
countries:

#an acceleration of GDP growth, to
around 5.5 percent, up from the average
4.9 percent of the previous five years;

*a significant ncrease in investment rates,
sugpesting a consolidation of the basis for
sustained growth in the years to come -
gross capital formation should rise 1o 26
o 27 percent of GDP in
1997-98, up from less than 20 percent in
thie mid-1980s and 24 percent in the
early 1990s;

# a dramatic decling in consimer price
increases, from hypermflationary rates
in the early 19905 to single digits in 1997-
9H;

* a reduction in central governmenl fiscal
deficit, from 2 to 4 percent of GDP
during the 1980s to less than 1 percent in
1997-98;

= an increase in the value of merchandise
exports of aboul & percent in 1997 and
10 percent in 1998 (with a strong
expansion in the valume of exports more
than offsetling weakening cxporl unit
values] and a similarly strong expansion
in the value of merchandise imports;

# widened current account imbalances,
resulting from barger deficils in the trade
and service balances (despite the
vigorous performance of the export
seclor) outweighing larger positive
current fransiers;

= litile encouragement on the external delsl
front: debl-service paymenis are forecast
to climb from about $69 billlen in 1996 lo




‘about 582 billion to $85 billion in 1997-
98, claiming about 40 percent of export
eamings in the Latin American and
Caribbean countries of this group as
compared with 36 percent in 1996 (for
the Latin America and Carbbean region

as a whole the debt service-export ratio
was 30 percent in 1996). In the case of
the African countries, however, the ratio
is fikely to decline significantly in 1998,
to 22 percent, after having climbed to
29 percent in 1997.




rates of about 4.5 percent in sub-Saharan Africa, & percent in
the Mear East and North Africa, 5.5 percent in the Far East and
Oceania and maore than 8 percent in Latin America and the
Caribbean. In particular for Adrica, which had seen its
agricultural export eamings stagnate or decline over the 1980-
1993 period, such growth rates would imply a marked
improvement over past trends. Export earnings from agriculture
“should also expand somewhat faster than agricultural imports in
all developing country regions except the Near East and North
Africa, where the agricultural trade deficit by 2000 can be
“expected to rise by about 30 percent from current levels,

» Prospects for food and agricultural trade in China are of
particular interest in view of the debate over possible
implications for the feod supply/demand balance worldwide.
Project LINK forecasts accelerating growth in agricultural import
demand, at an average annual rate of about 6 percent {which,
-again, should be viewed with caution given China's decline in
cereal Imparts in 1997, but an even more marked expansion of

“agricultural exports for 1998-2001. This suggests a continuation
of the trend begun in the mid-1980s, when China emerged as
an agricultural net exporter. ®

* In fine with the movements in agricultural prices reviewed

‘abave, the terms of trade of agricultural exports are expected to
Improve in 1997 after the deterioration that took place in 1996
fallowing the end of the price boom. Forecasts for the mid-term
are for a mare stahle pattern of moverments in agricultural terms

of rade, with a slightly deteriorating trend. The cumulative
deterioration during 19982001 is forecast to be about 3 percent
for the developing countries as a whole,

* A large number of analyses and projections have been made of China's future
food needs and the resulting trade implications. These vary widely on the sides
of domestic production and demand. A recent review (by Ke Bingsheng, Vice
President amd Professar at China Agricultural University) reveals that the gap
between the most pessimistic and optimistic estimates of China’s future coreal
import needs in the various studies are almaost 30 million tonnes for the year
2000, 117 milllon tonnes for 2010 and more than 300 million tonnes for 2030,
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FORESTS IN A GLOBAL CONTEXT®
Gluhally, forestry faces d‘fﬂ:ull challenges as we enter the pext
millennium, Population E{_‘I:I-Wlh changes in population distribution,
economic pressures and efforts to alleviate poverty and ensure food
~security are leading to the intense scrutiny of forests” actual and
potential contribution to development and of the relative benefits of
retaining land under forest as opposed to converting it to other land
uses, The most obvious challenge within the sector is how o meet
the growing demand for forest products while safeguarding the
ability of forests to provide a range of environmental services,
including the maintenance of soil and water resources, protection
against desertification, the conservation of biological diversity and
mitigation of global climate change. Cﬂnﬂitting demands and
differences in opinian about the relative importance of the goods
and various services provided by forests must be addressed. Easily
qua.nul“&d economic benefits from forests, including the production
of wood and non-food forest products and the generation of
Emplﬂ‘p'l'l'ﬂlﬂt, miist be weiglﬁed against fm.-in:nnmlmui ani social
benefits, all of which have a value but only some of which are easily
expressed in monetary terms: Demands fora mare equitable
distribution of the benedits from forests, furufepardmg the rights of
forest dwellers and indigenous peoples and for wldapmad
participation in decision-making related to forests will add o the
complexity and challenge of forest management and policy-making
in the coming years.. _ _
Major current trends thal are having an effect on forests include
continued population growth and wrbanization, higher rates of
global economic growth after the sluggish first three years of this
decacle, the continued progress of many former centrally plannesd
ecmmie& towards a market econamy and trade liberalization.

'mmmmmumﬁmm 1997. Mﬂl"l'hﬂhrﬂh
‘Forests 1997, Rome. This biennial report provides a comprehensive view of
global forestry, with policy-relevant information on the state of the world's
forests today and on recent developments in the sector.




Over the past few years, the structure and functions of public
instiutions, including forestry and related depatments, have
continued to undergo significant changes. Trends in
decentralization, the privatization of functions previoisly assigned
tor the public sector and a movement towards a more pluralistic, or
multipastner, institutional environment have become more apparent,
Budget reductions have affected forestry departments in developed
and developing countries alike. Environmental concerns
increasingly are. mﬂuam:rng natural resource policies and practices
and even, to some extent, intemational trade: Finally, the
“internationalization” of FSSUes. I:umlnuu, atl:ﬂ-nthn aﬂhe hlﬂhﬂ-ﬂ
policy-making levels has been drawn to the interactions betwesen
development and environmental and social issues through four
international summits held within the last two years; the World
“Summit for Secial Dmlﬂpmenl (Copenhagen, March 1995); the
Fourth World Conference on Women (Boijing, September 1995);
Habitat Il - the Second United Nations Conference on Human
Settlements {lstanbul, June 1996} and the World Food Summit
(Rome, November 1996, The importance accorded ianaﬂnnaHy
to forestry is reflected in the establishment of the Intergovemmental
Panel on Forests in April 1995 by the UN Commission on
Smtalnahln Dmrelnpn‘rént [ED:I o encourage international
consensus on key issues related to forests. Set up to monitor the
implementation of the agresments made at the United Natlons
Conference on Environment and Development (UNCED - Rio de
Janeiro, June 1992), the CSD mpnm‘;'d 1o a special session of the LN
General Assembly in June 1997 on progress made over the last five
years. This meeting was attended by many heads of state and has
kept the discussion of sustainable development prominent on the
-agenda of policy-makers,
The effect of mpulattbn and economic growth on demand for
food and forest products is cleardy illustrated by past consumption
trends. Between 1960 and 1995, world population almost doubled
in size. and the world economy {as measured by GOP in real terms)
tripled. Over the same period, world production of grains more than
doubled while that of fuelwood doubled and that of paper more
than tripled. Looking ahead, woday’s population of 5.7 billion is
n:p-ecmd b grow 1o seven billion by the year 2010, Nearly all of
this increase will occur in the dewlup«lns world, where constraints
‘to agricultural and forestry production are particularly challenging
and nanonal economic imperatives and disparities in income
distribution are already putting intense pressure on natural
resources. These factors will certainly affect the ability of countries
to attain long-term food security and to maintain the productivity of
their natural resource base, including forest resources.
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ANNUAL LOSSES OF NATURAL FORESTS IN DEVELOPING REGIONS, 1980-1995
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MNew information on global forest cover was released in 1997 by
FACYs Farest Resources Assessment Programme, including: the area
of forests in 1995; changes in forest area between 1990 and 1995;
and revised estimates for changes in forest area between 1980 and
1990." Farests (natural and plantation) are estimated to have
coversd 3 454 million ha (26 percent of the world’s total land area)
in 1995, 57 percent of which were in developing countries. The
distribution of forest area by main regions is shown in Figure 4.

Waorldwide, there was a net loss of 56 million ha between 1990
andl 1995, This was due to & decrease of 65 million ha in
developing countries and an increase of 9 million ha in developed
countries over the five-year period. Considering only natural {forests
tn developing countries, which is where most deforestation is
occurring, the new estimates indicate that:

s the annual loss of natural forests between 1980 and 1990 was
lower than the estimate made earlier in the Forest Resources
Assessment 1990 (15.5 million versus 16.3 million hal; and

* the annual loss of natural forests was lower during the 1990-
1995 pericd than the 1980-1990 period (13.7 million versus
15.5 million ha} as indicated in Figure 5.

In short, although deforestation continues to be significant in
developing countries, it appears that the rate of loss of natural forests
may be slowing. While this is a positive sign, it will be difficult to
know whether it is the beginning of a trend until more data are
avallable from FAO" Forest Resources Assessment 2000, now in
progress.

Recently released information on the causes of deforestation
hetween 1980 and 1990 shows that key factors in forest cover
change are rural population growth, coupled with agrcultural
expansion (especially in Africa and Asia), and large economic
development programmes involving the resettiement of people;
agricultural expansion and infrastructure development (in Latin
America and Asia). Although timber harvesting Is generally not a
direct cause of deforestation, it is known to be a facilitating factor in
soimie areas, particularly through the construction of roads which
make previously remote areas accessible to agricultural colonizers.

Demand for food to feed the waorld's increasing population will
continue o put pressure on forest lands, FAQ estimates that the

™ These data are published in FAD, op. cit., footnote 9, p. 50. This work also
analyses of these figures and § rovides data on forest cover by country.

" FAD, 1996, Forest resources assessment 1990; Survey of fropical forest cover
and stady of change processes. FAO Forestry Faper No. 130, Rome.
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increase in world food production to meel rising demand, mainly in
developing countries, is likely 1o be in the order of 1.8 percent per
year from now until 2010. In some countries, supplies will be
increased by importing food or by intensifying production on
exlsting agricultural land, For countries where neither option is
feasible and where opportunities for land expansion exist (mainly
sub-Saharan Africa and Latin America), food supplies will also be
increased by putting more land into agriculture. The need for

increased production and improved access to food in developing
countries.is also drawing greater attention to the ways in which
forests and trees can contribute to household and national food.
security, in particular their role in protecting the natural resource
base on which agriculture depends.

On the other hand, in some developed countries the levelling off
of demand for agricultural products, coupled with confinued
intensification of production, is resulting in the release of manginal
agricultural lands from production and therefore new opportunities
for afforestation.

Despite overall positive economic performances in much of the
developing warld in recent years (see. World economic enviranment,

p. 37), poverty, hunger and malnutrition persist in parts of the world
and among various sectors of the population because of an uneven
diswribution of wealth and access to resources, Many of the world's
poor live near forests and are dependent on forest lands and
resources for their livelihoods. Forests do and will continue 1o play a
particularly important role in providing products and income for
these people. Competing demands for forests to continue to provide
for local needs while meeting increasing national demands for
industrial forest products, which will be stimulated by rising overall
income levels, may well intensify,

The combined impact of economic growth and increasing
population size on demand for forest products is likely to be
significant, particularly so since per caput consumption of industrial
forest products is especially responsive to changes in low-level
incomes. There was a 36 percent increase in consumption of wood
products between 1970 and 1994, Slightly mare than half the wood
harvested each year is consumed as fuelwood, while the rest s used
for industrial wood products. Today, demand for fuslwood continues
o increase at a rate of about 1.2 percent per year (the average
annual rate of increase for 1992-94). Demand for industrial wood
products seems 1o be levelling off in developed countries but it
continues to rise steadily in developing countries. Preliminary
figures from the forthcoming issue of FAQ's Global Outlook Studies
indicate that the increase in demand for wood products (fuelwood
and industrial wood) between 1990 and 2010 will be in the order of



20 percent, driven primanily by expanding populations and
economic growth in developing countries,

Cine of the most pressing questions regarding the future outlook
for the forest sector Is whether there will be sufficient wood 1o mest
expanded demand in the future and whether it can be supplied
without unacceptable social and environmental costs. Various
factors are having an impact on forest product supply, including
increased plantation establishment and improvements In processing
(bath of which help ease the situation), and an apparent, sharp
decrease in timber removals in the Russian Federation this decade
(which has had a significant impact on world wood production), In
addlition, restrictions placed on timber harvesting in natural forests in
respanse to environmental concems are reducing industrial
roundwood supplies in some countries.

The area under plantations in developing regions has doubled
between 1980 and 1995 (from 40 million ha to 81 million ha), and
Industrial wood production from farm lorestry and agroforestry
systems is becoming increasingly important in several countries.
Increased demand for forest products is likely to reinforce these
trends.

Improvements in forest industries have resulted in significant
increases in output of finished products per unit of raw material.
These improvements include the diversification of raw materials
(e.g. an increasing use of coconut wood and rubber wood In forest
industries}, greater use of wiood residues, the increased recycling of
paper and paperboard and the development of more efficient
processing technologies. International trade; which has increased
steadily in volume (see Flgure 6) and value over the past few
decades, is expected to become even more important as a way 1o
compensate for shortages in many countries” wood supply. Although
developed countries still dominate world trade in forest products on
bath the export and import sides, developing countries, particularly
in Asia and Latin America, are becoming Increasingly important.
Asian countries are expected to become even more important
imparters of wood products 1o offset predicted major wood deficits.

The dissolution of the USSR and subsequent efforts by newly
independent countries to move from a centrally planned 1o a market
economy are having major impacts on forestry. First, there have
been serious disruptions in forest management and production
systems as well as forest product processing and trade in some of
these countries. Particularly significant are the changes in the
Russian Federation, which accounts for more than one-fifth of the
wiorld's forests and 15 a ma, o producer of industrial roundwood. The
sharp decrease (recorded removals in 1994 were only about half of
those in 1990 in industrial roundwood removals in the CI5 and the



Baltic states contributed 10 the decline of about 15 percent in waorld
industrial roundwood production over the same period. Second,
major reorganizations are taking place in the forestry sectors of the
countries in transition in Central and Eastern Europe and the CIS,
including the recrientation of forestry policies and institutions, the
privatization of forest operations and state-owned forest enterprises
and the restitution of nationalized forest land to former owners or 1o
their heirs.

The impact of rapid infrastructure development and of
wrbanization on land use, land cover and envirsnmental conditions
in urban and peri-urban areas is evident in many areas of the world,
but especially in Africa and Asia where the rates of urbanization are
highest. The effect of urbanization on overall demand for forest

products and on rural land use, however, has been studied less and
Is Iess well understood than the. refationships between forest
resources and pupulfmmn or economic growth; it is unclear whether
the patterns evident in developed countries as they became
urbanized will hold true for developing countries, which are.
urbanl:lngeat a much fa-srt-r rate and have populations at much
lower Income levels. What is apparent, however, is that there is.
considerable scope for forestry to. hnprwe the m-.rimnmmiil

EXPORTS OF FOREST PRODUCTS, 1970-1994
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conditions and livelihoods of urban dwellers and, in some places,
there is a potential productive role that peri-urban plantations can
play in providing urban populations with wood products, While
rapid urbanization fs no longer an issue in most developed
countries, In recent years an increased awareness of the potential
environmental and social benefits of forests and trees in urban ameas
has led to the development of strong urban forestny programmes in
many countries such as the United States and in Europe.

Environmental awareness and public pressure have continued 1o
have an impact on all aspects of the forestry sector: on forest
management, harnvesting and post-harvest activities, markets and
trade in forest products. Concem that forests should be managed in
such a way as to ensure that their productive functions,
environmental services and social benefits are sustained over the
long term has led o efforts to develop criteria and indicators for
sustainable forest management.'*

There is a trend towards the management of forests as ecological
systems that have multiple economic benefits and environmental
values, and management objectives put more welight on
environmental protection and the conservation of biological
diversity. More attention has been drawn to the potential
environmental and social benefits which might result from the
development of non-wood forest products, Restrictions have been
placed on harvesting in national forests in Morth America and some
tropical Asian and South Pacific countries.. Reduced-impact logging
systems are being advocated to minimize harmiul effects of timber
harvesting. Some initiatives, such as centification schemes and the
listing of timber species in appendixes of the Convention on
International Trade in Endangered Species of Wild Fauna and Flora,
are being implemented in an attempt to link trade to forestry-related
environmental concemns.

The increased importance ascribed to the environmental functions
of forests and their integral role in sustainable forest management
was highlighted by Chapter 11 of Agenda 21 (Combating
deforestation) and the “Forest Principles® adopted at UNCED. Itis
also reflected in recently enacted international conventions,
including: the International Convention 1o Combat Desertification;
the Convention on Biological Diversity; and the UN Framework
Convention on Global Climate Change. These conventions are

* A special section in Stafe of the World's Forests 1997 provides a
comprehensive discussion of recent global, regional and national efforts 1o
develop criteria and indicators of sustainable forest management,



expected to reinforce ongoing national, regional and International
activities related to forests,

Both the socio-culiural benefits of forests and the social
implications of the distribution of forest benefits continue to be
issues. of international attention and natienal action. The questions
range from how to meet the needs and respect the rights of
indigenous groups, forest-dwelling and forest-dependent people to
the maore universal question of how to take into consideration the
range of demands for forest goods and services by a variety of
interest groups. These concerns have resulted In the further
development and institutionalization of various participatory forest
management systems, In the deévolution of ownership of forest
resources and in the recognition of access rights of local
communities and user groups. In many developing countries in
particular, local communities are playing an increasingly important
role in the day-to-day management and protection of forest
resources and, in the case of indigenous peoples, efiorts are being
made to minimize outside interference with traditional resource
management practices. Increasingly, in developed and developing
countries alike, action is being taken o develop means by which the
opinions of a wide range of interest groups can be considered in
forestry policy and management decision-making,

The forestry sector is undergoing a dynamic evolution in a rapidly
changing world. The world's lorests and forestry sector are shaped as
much by external economic, political, demographic and social
trends as by forces working within the sector itself. Both the present
and the future of forests must be considered within the wider context
of development, which has as its ultimate goal the improved well-
being of present and future generations of human beings,

RAISING WOMEN'S PRODUCTIVITY IN AGRICULTURE
Introduction

Women play an extremely important role in agricultural
development, accounting for an estimated 40 percent of the
agricultural labour force in Latin America and the Caribbean and
batween 60 and B0 percent in both Asia and the Pacific and
Adrica.'! A lack of adequate research casts serious doubts on
estimates of women's full contributions to farm activities.
Additionally, women's low participation in national and regional
policy-making, their invisibility in national statistics and their lack of
participation in extension services (with the exception of homse
economics programmes) has meant that issues of most concern to
wamen are often neglected |n the planning, appraisal,
implementation, management and evaluation of many rural
development policies and programmes. Other reasons why



agricultural development efforts have falled to be reoriented lowards
women Include [imited female leadership and resources in reciprent
governments as well as gender biases within donor agencies.'" This
neglect of women results in losses in potential productivity gains
and economic growth.

The challenge to include women in development efforts was first
taken up.at the 1975 World Conference on Women in Mexico and
again in Copenhagen in 1980, In the wake of the UN Decade for
Waomen (1975-1985), many international inftiatives have since
contributed 1o a greater recognition of women's key participation In
rural and ather domains of development. The Fourth World
Conference on Women, held in Beijing in 1995, reconfirmed a
global commitment towards the advancement of women,

In response; most governments have signed various international
agreements, treaties and conventions, pledging to pay greater
attention 1o the needs of women, particularly rural women, and 1o
focus more efforts and resources on ralsing their productivity. A
wider understanding of gender issues, and of the role of women in
agriculture-and food security, has become part of mainstream
development thinking. For example, many governments and
agencies now have women-in-development units and gender
policies and specialists. There have also been improvements in the
collection of gender-disaggregated data, research on female-headead
households and the rale of women in agriculture, and methods for
including the activities of women in national accounts. Additionally,
effective women's organizations are:helping female farmers gain
better access o credit and resources.

Despite these public displays of commitment, change has been
slow and many development efforts are shill not reaching a
significant number of women. When women have been targeted as
beneficiaries, it has generally been in their reproductive capacity or
as targets of welfare interventions. Until recently, small, dispersed

B Hased on estimates from the UN reglonal economic commissions! the
Econemic Commission for Africa (ECA); the Ecanomic and Social Comumission
for Asia and the Pacific (ESCAP); and the Economic Commission for Latin
America and the Caribbean (ECLAC), The estimates are aggregales from micro
lewel studies that examined the full farming system, not just the mexsured
agricultural labour force. Cited in R.L. Blumbery. 1989, Making the case for
ihve gender variable: women and the wealih and well-being af matrons
Washemgton, DC, USAID,

“ M. Soyder, F Berry and P Mavima. 1996, Gender policy in development
assistance: mmproving mplementation results. Workd Development, 249).



“women-specific” projects, or project components, focusing on their
productive role in agriculture have remained isolated from national
agricultural planning and policies. Given the crucial role they play
in food production and provisioning, efforts to increase women'’s
productivity are vital to global food security. Key among these efforts
15 increasing women's access to agricultural education, extension
and training. as human capital development has been shown 1o be a
prerequisite for increasing agricultural productivity, Ensuring full
participation of women in the Special Programme for Food Security
pilat demonstration projects and in constraints analyses is essential
tor short-term benefits.

The role of women in agricultural development
Although there is diversity in household production patterns, women
in all regions of the world play a predominant role in household
food security through agricultural and food production. It is
estimated that women in developing countries spend up 1o two-
thirds of their time in traditional agriculture and marketing, with
theur work: hours tending to exceed those of men. In these countries,
women in rural areas grow at least 50 percent of the world's food
They wark in all aspects of cultivation, including planting, thinning,
weeding, applying fertilizer and harvesting as well a5 post-harvest
activities such as storage, handling, stocking, marketing and
processing. They are also invelved in poultry and livestock
prodhuction. In Southeast Asia and the Pacific, as well as in Latin
America; women's home gardens represent some of the most
complex agricultural systems known: While nearly all tasks
associated with subsistence food production are performed by
women, their share in cash crop farming is also significant

The findings of a UNDP/World Bank project in Burkina Faso,
Kenya, Migeria and Zambia on raising productivity of women
tarmers in sub-5aharan Africa concluded that women are so
important to African agriculture that initiatives to raise the sector’s
productivity cannot afford to ignore them. Women farmers in this
region produce more than three-gquarters of its basic food supply, In
addition, they are now cultivating crops (e.g. coffee and other cash
crops), taking on tasks {such as land clearing) traditionally
underaken by men-and, increasingly, making decisions on the daily
management of farms and households.'® This s partly due to males

" K. Saito. 1994, Rasing the productivity of women farmers in sub-Saharan
Alrica. World Bank Discussion Faper No. 230, Africa Technical Department
Series. Washington, DC, World Bank,



rigrating away from farms in search of more emunemtive activities,
While women produce much of the developing world's food supply
and are the backbone of food production and provisioning for
family consumption; their productivity is generally low and based
on long work hours on small landholdings. They also have
restricted access o training, technology, credit and inputs and, for
the most part, use traditional and unimproved agricultural methods
Closing the gap between current and potential productivity levels
rmay be the most effective means of promoting agricultural
development. The opportunity o do so in the low-income food-
deficit countries is presented by the Special Programme for Food
Security pilot phase.

Investing in education: effects on productivity

Investing in human capital Is-one of the most effective means 1o
reduce povery and bring about sustainable economic growth,
Research suggests that Increasing the average amount of education
of the labour force by one year raises GDP by 2 percent. This is true
for the first three additional years of education, in which case a 27
percent increase in GDP can be expected '

Virtually all studies on agriculural productivity show that more
educated farmers eam a higher return on their land, According to
ane study,’? four years of primary education increased the
productivity of farmers by 8.7 percent overall, and by 10 percent In
cases where a modemizing environment was prevalent, largely in
Asia. (A modem environment was characterized by the availability
of new crop varieties, innovative planting methods, erosion control
and the availability of capital inputs such as insecticide, fertilizer
and tractars or machines. Market-oriented production and exposure
e extension services were also indicators,) In analysing Malaysia,
Thailand and the Republic of Korea, Jamison and Lau®® estimated
that one year of schooling is on average associated with a net
increment to farm product of 5.1, 2.8 and 2.3 percent, respectively,

I The refurn thereafler of an additional year of education diminishes 1o a GDP
increase of approximately 4 percent, or a todal of 12 percent for three years
(World Bank. 1991, World Development Repor! 1991, New York, Oxford
LU'niversily Fressh,

1" Lpckheed, D. Jamison and L. Law, 1980, Farmer education and farm
efficiency: a survey. Economic Development snd Cilliral Change,

901k 3776,

" [, Jamison and L. Law. 1982, Farmer edvcation and farm efficiency.
Baltimore, USA, The Johns Hopkins University Press for the World Bank.



A World Bank study estimates that the rate of return on
investments in women's education is in the order of 12 percent
tn terms of increased productivity, the highest rate of return of
possible investments in developing nations. The reseanchers
estimated that if women and men received the same education,
farm-specific yields would increase from 7 to 22 percent. Increasing
women's primary schooling alone would increase agricultural
outpul by 24 percent.'

Education also plays a major role in improving the status of
women, the nutrition of their families and national food production,
Female education beangs significant social returns, with associated
improvements to household health and nutrition, lower infant and
child morbidity and mortality and slower population growth,
Women's education also typically pays off in wage increases; with a
consequential rise in household incomes. A recent ILO report
indicates that each additional year of schooling raises a woman's
eamings by about 15 percent compared with 11 percent for a man.

For agriculture, female education is crucial to higher productivity
and increased implementation of environmental protection
measures, Education is most effective in increasing productivity and
aggregate output when technological inputs; training and access o
information are readily available. Increasing agricultural production
is therefore contingent not only on education but also on ensuring
women equal access 10 extension, agricultural credit and other
Inputs and suppon services,

Agricultural extension: the current situation

Agricultural extension programmes bridge the gap between
technical knowledge and farmers’ practices. Generally, they are free
public services, but user fees and private extension services do exist
Numerous studies show that extension is generally cost effective and
has significant and positive impacts on farmers’ knowledge and
adoption of new technology, and hence on farm productivity and
rural incomes. Without technical assistance. information and
training, farmers are limited in their ability to adopt new
technologies and plant varieties. They may be forced 1o use
low-input/flow-cutput cultivation technigues, thereby reducing the

" K. Saito, op. cit.,, footnate 15, p. 60,

* K. Subbarag and L. Raney, 1995 Social gains from female education: a cross-
national study. Econmmie Development and Cultural Change, 44(1).

L Lim. 199 Women swell ranks of working poor. World of Wark, Val. 17.
Ceneva, ILO,



intensity of cultivation. This results in lower crop yields and may be
linked to environmental degradation.

Given women's mle in agriculture, including female farmers in
extension makes sense for a variety of reasons, First, agricultural
extension programmes that Enore women's farming males risk low
retumns, Inefficiency and, in the long term, fallure 1o achieve
development objectives. Second, extension activities that are carried
out without the participation of female farmers risk having negative
impacts on women and thefr families. Accordingly, the productivity
and welfare of rural households can be maximized when both
female and male fammers participate in extension activities that are
relevant to their roles as agricultural producers.

The present situation, however, is that agricultural information is
not reaching ar benefiting women effectively, FAD estimates that
rural women's access 10 agricultural extension worddwide is
currently only about one-twentieth of that of men.** The belief that
information will trickle down to them through househalds and
communities is still widely held. Studies in Asia and the Pacific,
Africa and Latin America and the Caribbean, however, show that
such transmission is often poor® FAQ survey data (1989) show that
about 5 percent of all agricultural extension resources worldwide are
directed to female farmers and 15 percent of the world's extension
agents are women, which is a sharp contrast with the proportion of
agricultural work carried out by women (Table 21, Whether by
design ar default, the result i a male-to-male system for transferring
agricultural training, technolegies and informaticn.

The lack of female extension agents is one of the biggest
constraints o Alrican women in gaining information and training.
FAD found that women accounted for less than 11 percent of
extension staff in Africa. Very few of the female agents surveyed had
apricultural training; most specialized in home economics, Only
7 percent of all agricultural extension services were allocated to
wonmen farmers, and extension services traditionally available to
wamen — heme economics — received only 1 percent of total
extension’ resources. ™

According 1o a recent FAD report on the Near East region, where

= FAD. 1996, Farmers’ rights in the comsenvatton and use of plant genelic
resources: who are the farmers? By 5. Bunming and C. Hill. Rome.

g, Hertz. 1989, Bringing women inlo the mainstream. Finarce and
Development, (December): 22-25.

® FAD. 1995, Women, agricultre and rural development - a synthesis report
of the Africa region. Rome.



TABLE 2

Sodere; FAL, Women, sgrcubiure and nasl developenent fect sheets ifor the sespective couniriel

women represent an- irrq'.-nttunr source of agﬂcullural labour, the
majority of extension officers in the region are male and most of
their target farmers are males. ™ In Egypt, women perﬁ:rm 53 percent
of the agricul Ltural labour, but women extension officers constitute
less than 1 pemem ullhe mlal E:ﬂmslun 1o female farmers ls often
limnited to traditional hﬂma-haied activities, such as haallh h}-glme

~and home management. In: Indrn, agricultural extension services
largely bypass the 40 percent of the country’s farm workers who are
female. Studies of extension 'E'El'h'l-l'.'ﬁ in Latin America and the
Caribbean find similar biases.

Gender barriers in extension and training

E:tmslnn memgu that ignore the unique role, responsibilities and
workloads of women farmers are Inappropriate for them, According
to an FAD report on women, agriculture and development in Africa,
the primary focus of extension is oriented towards commercial
crops, which are traditionally grown I:Iq.r mien, rather than on food
and subsistence crops, which are the primary concern of women
farmers and the key 1o food security. Women working in agriculture
generally undertake extremely diverse activities and so require a
wider range of im*ﬂn-rpﬁun and training than men. Mnstexminn

B FAD, 1995, mmmmw Wmﬂ
dmﬂwmwm



programmes lack the breadth of content needed to interest or benefit
large numbers of women,

Another result of male-dominated extension services is the
oversight of the practical constraints facing women. Male extension
agents in many countries do not consider the dual roles of women
in farming and the family, and they consequently schedule meetings
and demonstrations at times and places that are inconvenient for
women farmers. A lack of child care services and the need to
perform household chores mean women often cannot attend,
Extension meetings may also interfere with income-generating
activities. In eastern Nigeria, for example, local markets operate on
a five-day cycle, and few women can afford to forgo the income of a
market day in order to meet an extension agent.

Distance from extension sites can pose a serlous problem for
women because of transporation costs and cultural restrictions on
thieir mobility. For instance, in eastern Nepal, few females attended
training courses because they lacked experience in social
interaction; in their communities, it is the men who primarily deal
with the outside world,** fn other cases, women may not be able to
change their work schedules without permission from village elders,

Underlying these problems isa lack of recognition that men and
women are often responsible for different crops, livestock, tasks and
income-generating activities, and H'I:mﬁ;re have dqﬁ&mnt extension
needs. As an example of flawed assumptions about gender roles, in
Zambia, extension agents provided special beakers for measuring
fertilizer 1o male farmers, although it was the women who actually
applied the fertilizer. Consequently, the women cantinued to apply
the fertilizer without the beakers and the problem of inaccurate
measurements persisted.

The lack of women extension agents severely curtails the
ipl’t'.i-dlﬂ_ﬂ, of vital information o wamen farmers since, in many.
societies, they are discouraged from speaking (ndividually with male
extension agents. Even where extension contact betwesn the sexes
is relatively unrestricted, male agents may encounter difficulties in
dealing with women, resulting in services being skewed away from
female clients, as occurred in a forestry project in Honduras

® PP Bhattaral. 1989, Women's rofes — a case study of Tankhuwa Panchayat.
PAC Occasional Paper No, 1. Kathmandu, Pakhnibas Agriculiural Centre.

# V. Nayak-Mukeherjee. 1991, Women in the economy - a select annofated
bitiliography of Asia and the Packfic. Kuala Lumpus, Asian and Pacific

Development Centre.
™ fhyid,



Where wamen are hired, however, they often face lower pay and
other inequities. Socio-cultural restrictions may also pose difficulties
for women agents by, for example, preventing them from travelling
by motorbike or applying for posts away (rom families and
communities.

The lack of female staff can be attributed in part to male-
dominated extension and research arganizations that fail to
understand the need to target services directly to women farmers.
The “glass ceiling” limiting pramaotions for women in these agencies
may exacerbate the situation. One study points to examples in the
Department of Agricultural Extension in Bangladesh, where women
made up only 5 percent of staff with college degrees, and in the
Caribbean Agricultural Research and Developmen! Institute, where
22 percent of the staff were women. Furthermore, opportunities to
hire women are declining as these agencies face reduced budgets
and staff cutbacks

Perhaps the greatest problem is in recruiting gualified women
trom agricultural educational institutions to [l positions in
extension services, Although the enrolment of women in agricultural
programmes is generally lower than that of men, their proportions
are substantially higher than the proportions employed in extension
wolld indicate, For example, in Lebanon 47 percent of bachelor's
degree recipients in agriculture and veterinary science and 59
percent of master's degree graduates in these fields are women. In
Peru nearly 30 percent of the university-level agriculture praduates
are female. In Zimbabwe, 22 percent of those enrolled in agriculture
and 18 percent of those in veterinary science at the college or
university level are women, In Tunisia 12 percent of those receiving
agricultural training are women. In Honduras, at the university level
women make up 12 to 42 percent of students in various agricultural
majors. In the Sudan, while few students are enrolled in graduate-
level agricultural ar veterinary studies, one-third are women.

Existing women-oriented extension services tend 1o concentrate
almost exclusively on women's reproductive role. As such, they
provide women with training in traditional home-based activities
such as child care and home management, but little or no training in
income-generating activities, such as crop and livestock production,
agro-industries or sustainable agriculture. In settlement schemes in
Sri Lanka and Malaysia, for example, rural women were trained in
cake-making and embroldery, despite their high degree of
participation in‘agricultural activities.

™ V. Nayak-Mukeheriee, op. cit., foatnote 27, p. 65.



However, the need for agricultural extension services directed at
wanmen s only ncreasing. A World Bank study of Burkina Faso, the
Gambia, Mali, Mauritania and Senegal reveals that women in the
Sahel are increasing their labour input in agricultural production as
a result of male migration, changes in gender responsibilities,
intensification of famming and environmental degradation. Despite
this increase in responsibility, these women have not received a
commensurate increase in access 1o resources and services. ™ One of
the major reasons for this is that rural surveys are designed or
administered 1o identify men as heads ol households. Thus, female-
headed households are ignored and excluded from projects and
funds. This is particularly striking given that, in some regions of
Africa, 60 percent of households are headed by women.

In Asia and the Pacific, while many extension efforts have
suceessiully reached women over the past 20 years, serious
canstraints stll limit warmen's access to information and technical
assistance. For example, women involved in small-scale livestock
rearing — a major activity in almost all Asian countries - cite a lack
of both livestock-related extension services and access (o
veternarfans.

Even when contacted, many women are unable to utilize
extension recommendations fully because of limited access to land,
credit, inputs, technologies and markets. Very few credit-lending
arrangements in the Near East, for example, have been set up
espectally for women farmers, and only a small number apply for
credit. This is mainly dttributable to weak institutional structures,
tradhtional beliefs and cultural practices, a high degree of illiteracy
and poor education as well as women's lack of collateral. In many
developing countries, rural women often do not have the necessary
education or skills, such as functional literacy and management
experience, 10 understand extension literature or to participate fully
In activities.

The failure of governments and donors to provide these women
with agricultural inputs and support services results in considerable
in agricufiural productivity and ouiput losses. Although some
changes have been made over the past few years in terms of
women's access 10 extension services, women's contact with
extension has not had as positive an impact on output as has that of
mien, These disappointing results point to the need for srategices 1o

® World Bank, 1995, Reval wanren i the Sabel and their access o agricultural
exfension — sector study, Report Mo, 13532, Washington, DC.
1, Nayak-Mukeherjee, op. oi., footnote 27, p. 65,




improve not only the gquantity but also the quality of extension
packages for female farmers.

Improving extension services for women

Several strategies or combinations of strategies can dramatically
improve the quality of extension services for women and increase
the number of female participants. In many cases, relatively simple
and cost-effective adjustments to extension services and delivery
mechanisms can yleld enormaous improvements, Some of these are
cutlined in Box 3.

A number of encouraging initiatives have been taken by some
countries. In Egypt, for example, the recent establishment of a strong
Palicy and Coordination Linit for Women in Agriculture in the
Ministry of Agriculture has begun to address some of the above-
mentioned constraints. Efforts to increase the number and technical
competence of women extension agents have achleved some
success in Burkina Faso, Kenya and Morocco. In the Gambia, after
concerted efforts to target women, the proportion of female
extension participants rose from 5 parcent in 19849 to &0 to 70
percent by 1994, In Zimbabwe, the development of a more
appropriate extension package for female farmers and the inclusion
of women as candidates for master farmer certificates boosted thejr
participation from 44 percent in 1990 to more than 60 percent
in 1993,

In Asia and the Pacific, the explicit targeting of women for
agricultural extension services has coincided with a growing number
of iemale farmers. During the late 19805, almost all Asian and
Pacific countries produced extension publications directed at
waomen; of note was an extensive series for women produced by the
International Rice Research Institute (IRRI) in the Philippines.

Conclusion
Women farmers are by no means a homogeneous group. They
represent different socio-economic situations with different
extension needs, The nature and extent of their involvement in
agriculture certainly varies greatly from region to region. However,
regardless of these variations, there is hardly an activity in
agricultural production in which women are not actively involved.
Within the agriculture sector, there is no doulbst that the returns
from investing in women are very high. Since education, extension
and training are all mutually supportive and reinforcing contributing
factors to agricultural productivity, efforts to assist rural women and
improve their opportunities should concurrently focus on all of these
areas, Educated women have a foundation for further technical
training and are better equipped to seek out and obtain credit and

| B —— = ——




BOx 3
RECOMMENDATIONS TO IMPROVE EXTENSION
FOR WOMEN

* Increase the number of female agents by
recruiting more and providing them with
access o training, resources and logistical
support equal to that of male agents.

» [ncrease the pool of women gualified to
provide extension by promating the
teaching of science and technical subjects 1o
females, targeting females for inlakes to
agriculiural colleges and providing more
fatilitics for them al such colleges.

* Retrain and redeploy female agents, for
example home cconomests or rural
development stafl, io provide agriculivral
exlension. In MNigena, home econonisls
iwho had detailed knowledge of rural
women and were farmers in their spare
lime) were successfully fransferred 1o an
extension service, This volved little
additional cost, since they were already on
the government payroll.

# [ncrease the number of women confaciod
by specifyving Largets. In Burkina Faso,
measures 10 targel women farmers resulted
in an increase in the number of women
directly contacted by extension agents from
15 DN bo 299 (N,

® Adjisst the scleclion procedures or criferis
for “contact farmors™ so more womaen
nualify for extension services. In Kenya, for
example, agents were encouraged to accepl
conlacts with the wives of men who were
identified as contacts bl worked off the
farm or farmed only part-time.

* Provide exlension serdces [0 women'’s
groups where it B more efficient than
individual contact or where women indicate
a preference for group cxtension, In Kenya,
studies estimate thal group extension can
reach twice as many as farmers al the same
cost as individual extension,

* Make more efficend wse of scarce female
agents by having them introduce womens'
groups 1o the extension system and services
as well as the male extension agent assigned
to the area.

# Improve fhe confenl of evlisnsion sendces

to wamen farmers by ensuring that they [
receive agricultural information and that
miessages and recommendations are relevant
lo women's production activities. Imprave |
farm technology to make il more
appropriabe for women.

¢ Adfust the fiming and focalion of
exfension meclings and Traiming Sessions 50
that they are convenient and accessible for
women (e.g. held in the evenings and sited
at markets or grain mills}, Sharter modules
and mobile traimng units broughi to the
willages can also help.

= Train and sénsilize male extension agents
to work with women farmers. Male agents
should have technical training in women's
activities and crops and training to help
them work wilth women. As an example,
male agents in Nigeria met regularly with
femake Subject Malter Specialists Lo discuss



extension messages from the perspective of
women farmers,

= Oifer Incentives 1o encourage extension
agents la meel with female Garmers. In
Nigeria, donor support for women and
positive feedback made extension

agents feel that, by extending their
services Lo female farmers, they were
part of an effective, ground-breaking
strategy.

* Diagnose and identily women'’s extension
needs by collecting and analysing gender-
disaggregated data and use this information
to plan and implement policies and
interventions.

= Maonitor and evaleate exfension
programmes with feedback from the

participants and gender-sensitive extension
agents to ensure that the programmes are
helping women farmers as intended,

Sodce; K. Salto, op. cit, footnote 15, p. Gl




other resources. Women who have access o extension services are
maore receptive to new technolosies and are more |[kely o adopt
environmentally sustainable farming techniques. Trained women are
in a better position to pass on useful information to other woman,
thereby diffusing relevant techriical information. The link betwesen
education and training and extension for female farmers and higher
economic productivity and output underscores the value of investing
in women. During the past decade, structural retorm progrmammes have
justifiably called for the elimination of govemnment subsidies, taxes,
regulations and inefficient state enterprises that distort the functioning
of markets. However, intervention is called for to improve market
periormance and social welfare when: underinvestment occurs owing
to market faillures or distorthons.

If subsidized extension services aré 1o continue, these services
must be directed at the farmers who have the greatest impact on
global and househald food security, 1.2, women larmers, To do this,
mare contact is needed with women farmers and the quality of this
contact must be improved. Both of these can be accomplished by
increasing the proporticn of women agents, sensitizing and training
male agents and having both male and female agents provide
information relevant to women farmers, In addition, access 1o
complementary inputs, credit and technology is vital for realizing
production gains.

GLOBAL CLIMATE CHANGE ABATEMENT POLICIES:
IMPLICATIONS FOR DEVELOPING COUNTRIES

Introduction

In recent years a consensus has developed that the increasing
accumulation of greenhouse gases in the environment Is likely to
lead to undesirable changes in the global climate. Signatories to the
LN Framework Convention on Climate Change*? recognize the
need to reduce greenhodse gas emissions and have agread that
developed countries, in the first instance, should aim at reducing
emissions to 1990 levels by 2000 and beyond, although caveats
provide exemptions to this for some countries. It is becoming clear
that the developing countries will need, at some point, to take an
active role in abating global greenhouse gas emissions. Because of
the prominence of agriculture in these countries, its dependence on
climate and its role as an emitter of greenhouse gases, the sector
deserves special attention.

2N, 1992, United MNations Framework Convenlion on Climate Change
Mew York,



The UN Framework Convention on Climate Change distinguishes
between developed and developing countries, It commits members
of the Annex 1 group {comprising 37 developed countries and
European economies in transition) (o develop policies *with the aim
of returning individually or jointly to the 1990 levels of ...
anthropogenic [human-induced] emissions of carbon dioxide and
other greenhouse gases ..". Furthermore, developed country parties
are obliged to *... provide new and additional financial resources to
meet the agreed full costs Incurred by developing country Parties in
complying with their obligations ...". In addition, recognition is
given to the priorities of “economic and social development and
poverty eradication” in developing countries.

The role of the agricultural sector is given particular attention
in the framework convention, which states in its preamble that
“arid and semi-arid areas or areas liable to floads, drought
and desertification ... [are] ... particularly vulnerable ta'the
adverse effects of climate change” and requires that developed
countries assisl in the “protection and rehabilitation” (Article 4) of
such areas, many of which are in developing countries, particularly
in Africa.™

Nonetheless, in spite of the emphasis on developed countries
reducing their emissions and assisting developing countries, the
latter group will have to address the problem within the next few
years. Most of the growth in carbon emissions will come from
developing countries. ™ Indeed, if OECD countries were to reduce
their emissions to zero, in the absence of any policy changes global
carbon dioxide emissions would still be above 1990 levels (22
billion tonnes) by 2010 because of the rapid growth in emissions
from tome developing countries. Thus, developing countries must
certainly have a role in emission abatement if global warming is to
be adequately addressed, Because of the pervasiveness of enerty
use, all sectors of an economy will be affected, positively or
negatively. As an emitter of carbon, methane and nitrous oxide and
provider of carbon sinks that absorb or sequester carbon, but also as
a beneficiary of an additional CO, fertilization efiect, the
agricultural and forestry sectors will be affected in complex ways.

A further rale for developing countries relates to so-called joint
implementation. The framework convention allows countries to fulfil
their abligations jointly. Thus, two or more countries may cooperate

™ UN, op. cit,, footnote 32, p, 71.
“ World Bank, 1995. World Development Report 1995. New York, Onxford
University Press; AsDB, 1993, Hecteicity Uitifities Databook, Manila.
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to recuce their aggregate emissions or enhance sinks, through
afforestation for example, to absorb greenhouse gases by the
required amount. Empirical estimates suggest that the cosis of
abatement tend to be lowest in developing countries, for example
China and India. Such countries could therefore be potential
partners in jointly implemented emission abatement projects.

In addition 1o undertaking emission abatement and joint
implementation, a third tssue for developing countries concems the
tmpact that policy changes in other countries have on them.
Opinlons vary as to the costs of reducing emissions to 1990 levels
by 2000 and beyond in Annex 1 countries (the so-called
stabilization approach and a common interpretation of the
framework convention's requirements), but some observers suggest
that reductions in growth and in demand for developing country
exports may make developing countries worse off. This is in spite of
the absence of abatement policies in developing countries and the
relocation of industries that may occur as a result of changes in
international competitiveness. For these various reasons, policies to
abate global climate change are an important issue for developed
and developing countries alike.

Climate change and agriculture

Various degrees of uncertainty exist about several technical aspects
of climate change {see Box 4). While most agree that anthropogenic
emissions of carbon dioxide (CO.}, methane (NH ), nitrous oxide
I'HIU}, chlorofluorocarbons and other substances are warming the
globe, there is still much uncertainty about the likely magnitude or
impact of the global warming on climate. Changes in precipitation
and sea level are uncertain, as are the regional and temporal
distribution of changes and their impacts. Some regions of the world
may benefit from a warmer climate and the beneficial ferilization
effect of higher carbon dioxide levels on plant growth and yields.
Some regions may also suffer damages from inundation as a result of
rising sea levels; an increased frequency and magnitude of natural
hazards such as storms, floods and droughts; an increase in human
and animal diseases such as malaria; and decreases in biodiversity,
As a result of these uncertainties, the magnitude and distribution of
the henefits of abating emissions are unclear. Despite the
uncertainties, policy-makers have been sufficiently convinced of the
consequences 1o agree o make considerable efforts to reduce the
growth of emissions.

The potential impact of climate change on agriculture and forestry
is rateworthy because changes in climate affect production divectly.
Furthermore, the production phase of crops and forests acts as a
carbon sink, taking up carbon that would otherwise contribute (o
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BEIX 4 CALSAL MECHANMISMS
GLOBAL WARMING: SOME Fosil fuel use
CAUSES, MODULATING Production of CFCs
FACTORS AMD PHYSICAL Changes in land wse
RESPONSES Population grawth

MODLILATING FACTORS
Concentration and persistence of gases
Rale of clouds

Role of otvans

Role of ice

Role of Land cover

PHYSICAL RESPONSES

Changes in femperalurne

Changes in precipifation

Changes in sea level

Regional and temporal distribution
of vegetation changes

increased atmospheric CO, concentrations and an enhanced
greenhouse effect.

Cieneral circulation models {GCMs) of global climate suggest that
projected increases in global average surface temperatures of 1% to
3.5°C are llkely to occur over the next 100 years, shifting the
climale zones away from the equator, raising sea levels (probably
less than 1 m by 2100) and increasing the likelihood of storms,
floods and droughts.

While changes in temperature and precipitation are impoant
from an agricultural perspective, other factors influencing vields
include a reduction in soil moisture and increases in plant
transpiration. In addition, higher levels of atmospheric CO, should
increase photasynthesis rates, therehy increasing vields in
favourable conditions.

Average tomperalures are axpected 10 increase by a greater
amount nearer the poles than the equator. In the temperate zones,

WoAn earlier perspective on the possible efiects of climate change on
agriculture, forestry and fisheries is provided in FAQL 1994, The Stafe of Food
and - Agricullure 7904, p. 55-62. Rome.
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each degree of warming Is expected to shift the climatic zone by
200 1o 300 km, Regional climatic changes imply that the production
of crops for which temperature is a limiting factor could increase in
the higher latitudes. Wheat production could therefore possibly
extend into Canada, Scandinavia, the Russian Federation and
Amenting, reflecting the longer growing season,

For many crops, particularly in tropical agriculture, the limiting
factor is precipitation. While the area affected by monsoonal rains is
likely to extend, climate models are unable to predict with any
certainty the regional distribution of rainfall. If rainfall increases in
marginal areas that have fragile solls or mountains or over the sea,
increases in production may not offset decreases resulting elsewhere
from reduced rainfall or sail moisture.

A warmer climate might reduce <oil moisture. Evaporation rates in
mid-latitudes increase about 5 percent for each 17°C increase in
temperature. Crops in arid zones are likely to be sensitive to this
factor. Some estimates Indicate that yields may fall considerably in
some instances. However, these oiten neglect adaptation towards
maore suitable varieties or crops as well as the fact that the per unit
productivity of water of C4-type crops such as maize or sugar cane,
especially, increases with increased CO), through reduced
evapolranspiration,

Increased concentrations of CO), also have a feftilization effect on
productivity. A doubling of €O, may increase photosynthesis by 100
percent in same instances, allowing plants to grow faster and to a
greater size.™ This applies particularly 1o wheat, rice and soybeans
and, 1o a lesser extent, to low-latitude crops such as maize,
sarghum, millet; sugar cane and pasture grasses,

A further fssue relating specifically to agriculture concems
methane, Little attention hat been glven to this issue 1o date because
of data limitations, the overriding importance of carbon for {enengy-
dependent) economic growth and the relatively slow growth in
methane emissions. However, the framewaork convention specifies
that there should be reductions in methane emissions. Policies
relating to methane emissions may be particularly important for
many developing countries that are dependent on rice and livestock
production.

Methane is the second maost important greenhouse gas,
accounting for more than 15 percent of the enhanced greenhouse
effect. Recent estimates suggest that annual emissions are around
3180 million tonnes per year, compared with 80 million tonnes in

" UNEP 1996, hitp:/www.unep ch/ipee/is] 01 html.



pre-industrial Hmes.” However, methane remaing in the atmosphere
for a considerably shorter time than carbon. The major
anthropogenic sources of methane emissions are livestock farming,
natural gas and oil production, coal mining, rice cultivation, the
burning of biomass, landfills and sewage. Hoofed animals, mainly
cows, contribute perhaps 100 million tonnes or 25 percent of
human-induced emissions.* Per animal emissions vary
tremendously depending on diet, species, age, weight and health.
Typically, cows in developing countries that are fed on.a sparse diet
produce perhaps more methane and nitrous oxide per urit of meat
or milk than animals in intensive production,

Wetland rice procuction accounts for an estimated 60 million
tannes of methane per year, allhmgh estimates are regarded with
considerable uncertainty. Most rice is produced in developing
countries, with China and India making a substantial contribution.

Policies to reduce methane emissions are likely to impact more
significantly on developing countries, which tend to ha'ﬂt large
agricultural sectors, often with substantial amounts of rice and
livesteck production. Increasing meat consumption in developing
«countries may lead fo increased livestock production and hence
increased methane emissions in these economies, unless the
additional consumption is partly hn:.e:l on increased impons from
developed countries.

There are also limited means with which to reduce methane
emissions. There is some scope for dietary supplements for
livestock, and in time this may be significant, particularly for
intensive producers. There seems to be less scope in rice cultivation,
although the development of cultivars that require less time under
waler, of a switch in favolr of wheat consumption, may have some
Irm

Nm-.cn.s oxide is another greenhouse gas emitted mainly from
agriculture. It is released naturally from forests, wetlands and termite
maounds as well as from hurman sources su::h as biomass humlng,.
land elearing, nitrogen-fertilized pasture and crops, leguminous
crops, cattle in intensive production systems, animal waste and
fassil fuels. Although nitrous oxides have a long atmospheric
lifetime, similar to carbon and in contrast to methane, present-day
levels are little higher than pre-industrial levels and annual growth is

¥ D. Stern and R. Kaufman. 1995, Edimates of global anthropogenic methane
erissions, 1B60-1993. Working Paper No. 4. Boston, USA, Center for Energy
and Environmental Studies.

= LINEP 1996. Hmmwnm



relatively low, About 90 percent of global emissions are attributable
to agriculture.

Emission abatement polices: carbon leakage, terms of trade

and welfare effects

Current efforts towards abating emissions are primarily concentrated
in the developed countries. This reflects the historical contribution
of these countries 10 the stock of atmosphenc greenhouse gases, Of
imerest are the likely effects that such policies may have on
developing countries and their agricultural sectors. For developing
countries not implementing abatement measures, two effects of
developed country abatement policies are notesvorthy: carbon
leakage and changes in terms of trade.

First, “carbon leakage” refers to the fact that emission reductions
in one country may be partially or completely offset by an increase
in emissions from another non-abating country, whose cantinuous
recolrse to fossil fuel-intensive technigues would enhance jts
refative competitiveness. Clearly, a high rate of carbon leakage
undermines the effectiveness of an emission abatement policy
averall, but non-abating developing countries may benelit from this
effect, Empirical estimates of the magnitude of carbon leakage if
emission abatement policies were widely implemented in
developed countries range from next to nothing to 100 percent or
more, although estimates at the lower end of this range, from abou
10 percent 1o 35 percent, seem more plavsible ™

A second efiect of abatement policies concerns changes in terms
of trade, the ratio of expor to import prices. A detericration in terms
of trade implies that a greater quantity of exports are needed 1o
purchase a given quantity of imports. Abalemen! policies can be
expected to affect import and export prices in all countries, even
those not implementing abatement policies, Prices of fossil fuel-
Intensive products (such as chemicals, rubber and plastics, iron and
steel, non-ferrous metals and manwiactured goods) could be
expected 1o rise as the implicit or explicit tax on fuel combustion is
passed an, However, the tax-induced fall in demand for fossil fuels
would lower their prices, Finally, lower economic growth in
emission-abating countries would lower their import demand,

" ABARE/Government of Australia, 1995, Glebal climale change: economic
dimensions of & cooperative infernational policy response beyoand 2000,
Canberra; A Manne and |. Oliveira-Marting. OECD Model Comparison Project
(0} o the Costs of Cutting Carbon Emissions Economics Department Waorling
Paper No. 146. Paris, OECD.



negatively affecting exports from all countries, including agricultural
exports from developing countries. The overall impact depends on
the composition of imponts and exports. Countries that export large
quantities of fossil fuel (such as OPEC members), or products
requiring intensive use of fossil fuel, are likely to experience
worsening terms of trade, while countries that import these products
{e.g. Japan) are likely to gain.

Changes in terms of trade can offset changes in output induced by
carbon leakage. In other words, the decline in developed countries'
demand for developing country exports may more than offset gains
to developing countries that are attributable 1o carbon leakage.

The substitutability of agricultural inputs versus use of these inputs
in other industries, both domestically and in other countries, is
another impoant factor. In developing countries, capital and labour
resources may be drawn away from the agricultural sector towards
the more intemationally competitive and profitable fossil fuel-
intensive industries, such as iron and steel. The composition of
industry across the economy will determine the extent 1o which the
agriculiural sector is affected.

Efficient outcomes reduce welfare losses 1o abaters
and non-abaters alike
Whether developing countries gain or lose from climate change
abatement policies, a more relevant question is whether there are
alternative policies that could benefit all countries. Recent
international negotiations between parties to the UN Framework
Convention on Climate Change have focused on countries making
cirts in thelr greenhouse gas emissions in proportion to their
emission growth since the base yvear 1990, Addressing the enhanced
greenhouse effect through the so-called stabilization of emissions to
1990 levels by 2000 ignores a fundamental feature of the problem,
namely that climate change is truly global in scope. Analysts are
largely in agreement that the enhanced greenhouse effect is a global
problem in the sense that the envirenmental impact of greenhouse
gas emissions b5 independent of location. Greenhouse gases are a
stock pollutant - it is the atmospheric concentration of gases that
determines the enhanced greenhouse effect, not the flow of
emissions. Therefore emissions released in the tropics are assumed
to have the same impact as those released in temperate climates.
The lecation of the reductions in emisslons does not influence
their envirenmental impact. However, the cost of abating
greenhouse gas emissions does vary considerably from country 1o
country owing to differences in technalogies in use, the availability
of alternative methods of enemgy generation; the compesition of
industry, the distribution of energy resources and markets,



dependence on exports and other factors. Even at the mangin, costs
may differ signilicanthy.,

Perhaps of greater importance from a global perspective is the fact
that the costs of abatement tend to be lower in developing than in
developed countries, reflecting the considerable scope for
improvements in-energy efficiency through the application of more
madern technologies.™ For example, China has many small-scale
coal-burning power plants, and its iron and steel sector s relatively
inefficient and out of date. Some empircal estimates sugzest that
marginal costs of abaternent in China could be less than 20 percent
of letal OECD marginal costs '

A similar argument applies to sinks. The costs of providing sinks,
such as forests, will vary with the avaifability and potential
alternative uses of land. Land values and the costs of establishing
sinks vary fremendously, but are Itlu!h,' to be preatest where the land
is used most intensively. Countries such as Australia, New Zealand,
Brazil and Amgentina would appear to provide the greatest scope for
sink enhancement.

Given the global nature of the enhanced greenhouse effect, the
substantial differences in costs in different countries and the different
rates of economic and emissions growth in different countries, it
makes economic sense for countries with the largest potential
contribution to the global prablem to attempt to reduce or contain
emissions. From a global perspective, any given target can be
achieved at minimum cost only if the least-cost oppounities for
reducing emissions are utilized first. An efficient outcome would
require much of the abatement in emissions fo be located in
developing countries.

Acconding to some estimates, welfare losses under an efficient
outcome [n 2020 are $47 billion (constant 1988 Linited States
dollars), Just 40 percent of the losses thal would be sustained if
developed countries were required 1o locate their emission-
reduction activities within their own country.™ An earlier OECD
studly puts this figure ar 20 percent,**

= [EA. 1994, Warkd Energy Chatlook, Paris, DECD,

* X, Thang. 1996, Macrocconomic effects of €O, emissions Nmits: a
computable gencral equilibrivm apalysis for China. Wageningen Economic
Papers 19961, The Netherlands, Wageningen Agricultural University.

= ABARE Government of Australia, p. 112 in op. al., foolnete 39, p. 77.

o 1-M. Berndaan, | Marfing, G. MNicoletti and ), Martins. 19971, The cost ol
policies to reduce €O, emissions: initial simulation resulls with GREEN,
Woarking Paper Mo, 103, Paris, OECD,



This daes not imply, however, that the costs of emission
abatement should necessarily accrue wholly or mainly to
developing countries. That costs of abatement are relatively lower In
the developing countries does not detract from the fact that these
courtries also have relatively less margin for bearing abatement
costs In terms of competitiveness and income losses, It remains true,
however, that the problem is global in scope, and all countries have
their share of responsibility in controlling it.

Implications and conclusions

The enhanced greenhouse effect is an environmental challenge that
15 perhaps unique in scale. [t features global causes and effects and
will require widespread cooperation if atmospheric concentrations
are to be reduced. However, the problem of abating global
greenhouse gas emissions seems intractable. Most developed
countries see the need to reduce global emissions, and political and
economic realities dictate that these countries set an example in the
abatement effort. However, many have yet to demonstrate the
political will to accomplish reductions, Many developing countries
see the problem as a legacy of industrial development, whereby
developed countries took the apportunity to develop in a period
when greenhouse gas emissions were nol séen as a constraint, and
they regard other pricrities as more pressing, This is in spite of the
observation that most of the increase in emissions in future will
come from countrles currently regarded as developing countries.
Nonetheless, to increase the intemational abatement effort, it will be
necessary at some stage 1o broaden panticipation 10 include
countries not currently committed 10 emission abatement.

Although uncertainties remain as to the nature and importance of
the problem, there is no doubt that abatement policies will have an
impact on developing countries. While In some cazes such an
impact will be positive, resulting from the relocation of carbon- and
methane-intensive industries, in others it may be negative if the
demand for developing country exports falls. Negative impacts are
most likely to be minimized by encouraging efficient and equitable
outcomes. A willingness 1o participate actively in the negotiation
process and in jointly implemented projects is likely to be in the
best interests of developing countries individually and collectively.
Throughout the prolonged negotiation process, improvements in
energy efficiency and better use of energy-saving technolagies
would appear prudent. The removal of subsidies on energy
consumplion would also be desimble,

Agriculture and forestry will remain an important area in the
climate change debate because the physical effects are most
apparent in these sectors. Evidence to date suggests that the impact



of climate change on net global agricultural productiviry is difficult
to assess, Mmhigharpiekhmﬂrmm adaptation and the CO,
fertilization effect, in some cases, and lower yields attributable 1o
fower rainfall and soil moisture in other cases, The impacts of global
abatement policies on the agricultural sector are also Hkﬂg 10 vary
between regions and countries, although constraints on methane
and nitrous oxide emissions could Impact negatively on agriculiural

growth,

Meanwhile, in the agricultural sector :umi:l!faﬁm should be
given to the impact on carbon, methane and nitrows oxlde emissions
when assessing prospects for forestry, livestock and crop
development. In addition to their effect on emissions, Improved land
management pmclims thrﬂuah better use of water, fertifizer and ﬁ.rnl
and through the conservation qugmkmmhmuhalvmm
beneficial tnﬂeﬁeluping countries,
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™ REGIONAL OVERVIEW

~ The global community has recognized the development
of Africa, especially sub-Saharan Africa, as the world’s
foremast development challenge. This recognition
manifested itself most forcefully at the 1996 World
Food Summit, which stressed the need to address the
multifaceted factars underlying food insecurity and
placed a special emphasis on sub-Saharan Africa.
The approval of the World Food Summit Plan of Action,
along with a number of recent favourable
sconomic and agricultural developments in many
countries in the region, has raised hopeful expectations
for the emergence of a more positive trend in
economic development and food security in the
years to comi,

General economic performance

Economic performance in Africa Improved significantly
in 1996, with GDP estimated to have increased by

5 percent compared with 2.9 percent in 1995 and an
average of only 1.7 percent over the penod 19590-94. In
sub-Saharan Africa, in particular, against the background
of more than a decade of deep recession, the growth
performance over the past two years is encouraging.’
The chanpe in GDP in 1996 was estimated to have
increased by about 4.4 percent’ (5.6 percent excluding
Nigeria-and South Africal, up from 4 percent the
previous year and the strongest growth rate in 20 years.

' The remaining part of the GDP growth rates of 5 percent or mone were recorded in
section focuses on sub- about 20 of the countries in sub-Saharan Alrica,

Eaharan countries. as the exceeding by a significant margin the yearly population
North Afvican countries are growth rate of 3 percent. Negative growth rates were
discussed in the context of the only experienced in Burundi, the Central African

regional review far the Near Republic and Djibouti. While still remaining very

East and North Africa. high, consumer price inflation for the regicn as a

1 IME 1997, Waorld Econonyc whole d!’DFF:IEd from 39.6 Percent in 1995 to

Outlook. Washington, DC. 31.5 percent in 1996
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Much of the region’s improved economic performance
can be attributed to the primary export sector, which was
particularly strong in 1996 owing to favourable weather
and a productive agricultural season, Such a strong link
between overall economic and agricultural
performances underlines the relevance of emphastzing
agriculural production in the region. Other factors
contributing to the improved economic situation include
the notahle progress made towards macroeconomic
stability in a number of countries and the success of
the CFA franc devaluation in'several countries in the
franc zone region.

The year witnessed stronger stabilization and reform
efforts in an increasing number of countries, Ghana,
Uganda, Malawi, Senegal, Benin and Cote d'Ivoire, for
example; strengthened policies favouring private soctor
involvement in the economy as wel| as trade
liberalization. Several of these countries have achieved
unexpectedly strong and sustained economic
perfarmances accompanied by lower inflation,
suggesting, in the view of SOMme a.rrsl]'gr!h, that the long-
awaited rewards of reform may now be forthcoming. For
example; Uganda'’s real GDP growth of 7 percent in
19496, one of the highest in the region, followed two
years of even maore striking growth (11.5 and 9.8 percent
in'1994 and 1995, respectively), thus further enhancing
the credibility of the country’s macroeconomic policies.
Moreover, inflation was held at 5 percent, the freely
convertible currency remained steady, forelgn reserves
rose 10 nearly five months import cover and investment
was buoyant, boosted by donor support amounting 1o
more than $500 million a year.

Most countries of the CEA franc zone, in particular
Céte d'lvoire, Seregal, Togo and Benin, have witnessed
a remarkable turm around in their economies since the
lanuary 1994 devaluation, The real GDP rate of growth
of the CFA franc zone in 1996 was about 5.2 percent, up
from 2.6 percent in 1994 and 4.6 percent [n 1995,
Inflation at first erupted in the zone with the devaluation,
hitting the urban areas the hardest, but was contained
relatively quickly through tight fiscal and monetary
policies, price controls, the limiting of wage increases i
the public sector and a reduction of some tax rates: For
the whole area of the franc zone, for example, consumer
price inflation dropped from 15.3 percent in 1995 1o
G percent in 1996, however, inflation still remained in
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the double digits in a few countries such as Chad and
the Congo.

Several factors explain the economic turnaround in
countries of the CFA zone. In addition 1o increases in
exports, contributing factors included debt forgiveness
and increased official and private inflows of financial
resources, Other coinciding events that were not related
ta the devaluation also contributed 1o the improved
econamic situation: for example, new oilfields started
production in Céte d'voire and Equatorial Guinea
while the socio-political situation improved in both
Chad and Togo.

O all'the countries in the zone, the Niger benefited
least from the devaluation partially because of adverse.
climatic conditions and |ow export-earnings from
uranium, which continues to command a low market

poce. Cameroon |ikewise has not enjoyed the post-

devaluation takeodis that other countries have.

Varied performances are found elsewhere 0/ the
region. South Africa’s economy continued to grow
steadily as it peintegrated into the world market
Howeyver, the growth rate of 3 percent in 1996 was
somewhal weaket than had been expected, considering
the vigorous Eupansim'l in private investment, expors
(owing in particular (o a successiul agricultural season)
and manufactuning autput. However, a high
unemployment rate of about 40 percent constitutes a
serious ecoromic challenge as well as a factor of socio-
political instability,

The Nigertan economy, =ill rather unstable, grew by
2.1 percent in 1996, down from 2.5 percent the previous
year. After a-sharp rise to 70 percent in 1995, inflation
fell to 29 3 percent in 1996, its lowest rate of increase

<ince 19971 An appreciable dse in oil production and

exports; coinciding with higher than expected world ol
prices, improved the short-term outlook.

Economic conditions remained difficult in the Sudan,
the Democratic Republic of the Congo and Zambia. The
Democratic Republic of the Congo experienced triple-
digit inflation, with the total rise in consumer prices
amounting to well over 600 percent in 1996. Zambia
had to deal with a shamp drop in copper prices and the
need, in the Girst half of the vear, 1o import substantial
quantities of maize following the 1995 drought. It also
had to contend with the depreciation of the kwacha,
persistently high inflation, high interest rates and,
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consequently, little interest on the part of international
Investors,

African countries still continue to suffer from high
external indebtedness. Despite some countries’ buoyant
commodity exports and improved current account
balances in 1996, export growth still did not keep pace
with the growth of external debt in many countries. The
wtal debt-service ratio for the region, however, declined
from 14.9 percent in 1995 1012.1 percent in 1996. The
debt burden in sub-Saharan Africa continues to-exern
significant pressure on public finances; according to the
International Monetary Fund (IMF) 33 out of the 41
heavily indebted countnes are in sub-Saharan Africa. A
targe debt breakthrough, however, came in September
19%6 when bilateral creditors (the Group of Seven
inclustrial-nations) and IMF officials agreed to a
minimum 85 billion plan to offer more generous relief to
as many as 20 of the world’s poorest debtor countries

Agricultural performance
Agriculiure has continued 1o dominate the livelihood
and economic performance of Afncan countries; and
weather conditions continue to be the major
determinant of agriculural performance, After droughts
in 1995, good rainfall generally retumed to southem
Adrica and a favourable agnoultural season was
experienced by the majority of sub-Saharan African
countries, with the notable exception of those affected
by civil strife. Improved weather and other factors, such
as farmers’ response W favourable market conditions for
export crops in 1994/95, enabled agricultural production
in the region to increase by 4.2 percent in 1996, up from
3 percentin 1995 and 2.2 percent in 1994, While the
overall production jncrease accrued mainly to non-food
crops i 1995, the increase in 1996 stemmed from a
more balanced growth of both food and non-food crops.

After many years of unfavourable production
conditions, all members of the Southern African
Development Community (SADC) enjoyed exceptional
rainfall levels in 1996, with the exception of Namibia
which was still suffering from a persistent drought. As a
result, coarse grain production in the subregion was
B8 percent above the 1995 drought-reduced level and
39 percent above the average, Wheat production was
32 percent Rhigher than the previous year,

Maize production rose considerably throughout
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southern Africa. South Africa, for example, produced a
record maize crop, estimated to be 112 percent larger
than in 1995, and a wheat crop that was 32 percent
larger. Lesotho's maize production doubled while grain
production n Zimbabwe also rose significantly, thereby
contributing to the country’s retumn to self-sufficiency.
Similarly, Malawi's 1996 maize ¢rop harvest of 2 million
tonnes {up from 1.5 million tonnes in 1995) more than
met the domestic requirements of the country and
therefore enabled stockpiling.

In West Africa in 1996, record cereal crops were:
reported in Benin, Cote d'lvoire, Ghana, Cameroon and
Migeria. The subregion lin particular Cote d'voire,
Senegal and Liberia) reached a record rice production of
7.1 million tonnes, 27 percent higher than the previous
year. Nigena's agriculiural output, however, is estimated
1o have grown by only 1.7 percent compared with 3.3
percent in 1995, Although Nigeria maintained its lead in

‘world cassava production, its production of maize and

rice was affected by, an endemic shorage of fertilizers.

With:a record wheat crop, the total grain harvest in
Ethiopia almost coversd domestic neads and some
reports claim that food imports may soon be
unnecessary, Kenya also achieved record levels of wheat
production, '

Despite the fact that 1996 food production levels
reached an all-time high in a number of sub-Saharan
African countries, several of which significantly reduced
their food tmport-needs, food supply problens remained

-acute or worsened i parts of the region.

Burkina Fasa and the Niger registered major cereal

- deficits: For the second year running, inadequate rainfall

and locust invasions left more than 2 700 villages with
cereal shortages in the Niger. Namibia expenenced one
of its worst rainy seasons ever: very few parts of the
country receiving even half of the normal rainfall, which
|eft approximately 180 000 people in need of drought
relied food aid. While the 199596 maize crop in the
Linjted Republic of Tanzania increased from the previous
year, the rice and wheat harvests declined, and 280 000
people were left in need: of food assistance, A poor year
of rainfall in Mauritania left the country with.an
estimated food deficit of 115 000 tonnes of cereals in
195977 Although the agrnicultural sector in Kenya has
grown by a modest amount this past year, the overall
food security situation is said to be weakening.
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Production of the country’s most important food items
imaize, wheat and sugar) has failed to keep pace with
the growing demand of its soaring population.

Some sub-Saharan African countries enjoyed a
particularly successful production year {or cash crops, in
particular cocoa, coffee and cotton. In addition to higher
than average production levels in Cameroon and
Nigeria, Cote d'lvoire, the world's top coroa producer,
produced an all-time record cocoa crop while Ghana
produced its langest cocoa crop in 30 years. Cotton also
had a record year in Cameroon as well as South Africa,
Zimbabwe and Mali, which enjoyed increased net
exports of cotton stemming from a substantial increase in
area under cotton, In Ethiopia, despite a record volume
of exports, total earnings from cofiee in 1995/96 were
slightly down from the previous year becavse of lower
world coffee prices. Production surpluses were in fact
experienced in all the largest coffee-produucing countries
stich as Cote d'lvoire; Uiganda and Kenya. Production
and exports of groundnuts; sunflower seeds, soybeans,
sugar and dried beans also expanded in South Africa,
aidesd by the devaluation of the rand.

wWhile currency devaluation has stimulated eXpoIts
and econcmic growth in.a number of countries, it has
also negatively affected food consumers in the short
term, Such situations have been observed after the
devaluation of the CFA franct and, more recently, in
countries such as Nigena and South Africa. In the case
of Nigeria, the food index (which accounted for nearly
70 percent of total household expenditure) rose by 71 .8
percent in 1996 compared with 46.8 percent in the
preceding year, without a corresponding increase in
income levels. The strong depreciation of the South
African rand also resulted in pronounced consumer food
price increases, inevitably accentuating food insecurity,
particularly among the 20 percent of urban and 60
percent of rural populations still living at minimum
subsistence fevels,

Policy developments

The overall trend of strengthening macroeconomic
reform also extended to the agricultural sector.
Privatization continued to be a major policy objective as
a means to improve productivity and reduce government
subsidies on public enterprises that run at a loss,
However, the overall degree of government intervention
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POLITICAL STABILITY:; DEMOCRACY AND FOOD SECURITY

Drsspite (he democratization process in
many countries i Africa (1996 was a
pivotal year, with a record 18 multiparty
ielections held), the region continued 1o
experience pohitical instability and
protracted civil wars in many areas, This
past year saw political instability resurface
in some counlries such as Sierra Leone,
while in oilher counliries, for example
Libeéria, covil war was infenstfoed and had
devastating effects with respect to coreal
prodiuction and feod supply, Food aid
operations were in fact cut hack owing to
repeated looting and mtimidation by (he
militias, and rice and other basic foods
were well boyond the reach of most
Liberians as shortages sent prices rockeling
in the capital city, Conflict and resulting
population displacements continue to
disrupl food production and supplies in
Burundi, the Democratic Republic of the
Congo (fermer Zaire), Somalia, Uganda
and the Sudan, where ongoing msurgency
persisted, Owverall cercal production in
Somalia, for éexample, was 37 percent
fower than the pre-war average. In the
Coentral African Republic, a 7 percent GDP

growth estimate for 199 was forced down
ta 2 percent, with a fall in fiscal revenue of
well over 50 percent owing to a military
rebellion in April.

Compounding the obvious effects of war
on production, an embargo imposed on
Burundi by neighbouring countries not
only stifled agricultural production by
rendering agricultural inputs inaccessible,
but the country’s inabilily to export tea
and coffee (which provides 90 percent of
its hard currency) risulled in a devastating
revienue collapse. In July 19%6, at a summil
in the Tanzanian city of Arusha, Kenyva,
Rwanda, the United Republic of Tanzania,
Uganda, iformer) Zaire, Ethiopia and
Cameroon agreed bo impose sanctions on
landlocked Burundi uniil ervilian rule
returned. On a more positive note, with
the resalution of longstanding conilicls in
Angola, Ethiopia and Mozambique,
countries that had been plagued by civil
wars for almost two decades, dramalic
recoveries were made this past year in
grain production as farmers returned to
their homes and land. In Angola, however,
despite the large mcreases in produciion,




the overall economic environment remains
hﬂenﬂ the food supply situation
problematic, with several hundred
thousand people still relying on external
assistance. This is also true for Rwanda,
where the mumdm
of refugees returning from neighbouring
couniries strained hﬂmﬂr-ﬂkﬂ&mﬂ
than half a million people wers still in
need of food aid. Although the agricultural
sector is recovering, and agricultural
production increased by 15 percent from
the previous year, harvests were still 23
percent down on their pre-war levels.

Despite good harvests in Eritrea, 750 000
people were in need of food assistance.

Progress towards democratization and
the resalution of civil wars and ethnic
tensions will no doubt have a favourable
imudmmmﬂtmﬁnunm:ﬂ
mwmmmw
of a new regime in the Democralic

Republic of the Congo has raised new

uncertainties but also new hopes in this
context, Among other things, continued
increased flows of investment and trade, as
recently seen in the growth path of the
Horn of Africa and southern Africa,
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in the economy and in agricultural markets remained
significant within the region.

A case in point is Kenya whene, despite a strong push
for full liberalization in the agricultural sector since late
1992, the government continued 1o contral the trade of
vital commaodities such as malze, wheat and dairy
products, Domestic prices remained fow, resulting in a
lack of incentives for farmers 10 expand production. The
milling of coffee was openad up to competition, but
marketing and grading remained effectively in the hands
of the Coffee Board of Kenya, A March 1996 agreement
between the donor community and the Kenyan
Government included the privatization of agncultural
parastatals and the reduction of govemment intervention
in-agricultural markets

Mumerous examples may be cited of recent
privatization moves in the region: Liganda’s Coffee
Marketing Board, formerly a state monopaly, was
privatized in 1996, In addition, as pan of the process of
revitalizing its cotton industry, the Ugandan Government
sold a further 17 parastatal ginneries to the private
sector; nine plants had already been pravatized
prios o) 19596,

After much controversy, South Alrica’s Marketing of:
Agricultural Products Act was finally implemented in
Movember 1996 [tset a 1 3-month timetable for the
dismantling of all state-controlled marketing boards for a
wide range of agricultural products, including (rui,
cotton, maize, meat, lucerne, wheat, oilseeds and wool *

South Africa intends to bring about a free market for
agricultural produce with as little govemment
intervention as possible. As part of this initiative, the
government moveed towards liberallzation by allowing
the private sector to export maize. Domestic maize
market prices were deregulated and imports freed in
May 1995, while in 1996 axport permmits were 1ssued by
the Sodth Alrican Malze Board, which only two years
ago was responsible for the buying and <elling of maize
on both the domestic and international markets as well
as forsetting producer and consumer prices,

In Zambita the National Milling Company was fully
privatized in December 1996 In Zimbabwe, now that
all government marketing parastatals have been
converted into whaolly owned government companies
(with the exception of the Grain Marketing Board),
discussions are focusing on how best to change these



BOX 6

DEVELOPMENTS IN REGIONAL COOPERATION

Positive developments were recorded in
1990 with respect to the establishment of
intraregional trade alliances. At their
annual summit, held in Lesothe in August,
all the 12 member countries of SADC
adopted a free Irade protecol which
provides for the phased reduction and
eventual elimination of trade barriers over
the next eight 1o len vears with a view to
building & common markel similar (o the
European Union (EUL. The pledge is an
essential part of SADCS sirategy to reduce
its dependence on aid and to encourage
regional and foreign private sector
investment. To focus thelr energies more
on SADC, Lesotho, Mozambique and
Mamibia have decided to withdraw from
the Common Markel for East and Sowtherm
Alrica (COMESA)'

COMESA moww groups Arimoda, Burend,
Comanes, the Democratic Republic of the
Conga, Entres, Ethiopds, Kenya, Madagascar,
tebnlawl. Mauritius, Rwanda, the Sudan
swarilancd, the Linied Bepubllc of Tanzania,
Liganda, Fambia and Fimbabwes.,

The SADC agreement comes al a time
when Zimbabwe and South Africa have
also agreed in principle (o renew a
bilateral trade agreement that provides
preferential freatment to Zimbabwean
exports bul which expired in 1992, South
Africa is Zimbabwe's single largest foreign
trading pariner. The South Airican/EL
deliberations for a preferential trade
agrecment conlinue in parallel, with the
EU reluctant bo allow many agricultural
products into the agreemenl.

March 1996 marked the inauguralion
of the Commission for East African
Co-operation, established by and for the
East African subregion and made up of
Kenya, Uganda and the United Republic
of Tanranta, The commission weels to
establish closer economic ties, coordinate
eiforis o devilop the region, increase
apricultural trade within the subregion and
lead 1o the eventual creation of a single
comman markel. 11 aims o strengihen
business ties and create a favourable
enviramment for actbvilies led by ihe
privale secior, To iniliate the drive (o
revivie the East African Comminity iwhich
had collapsed in 1977 as a result of




political and economic divergences) as
well as reducing business costs, the
mmnhﬂmﬂmhhwm
were declared comvertible in June. It may
be several years, however, hefore the three
-countries begin lowering tariffs, reducing
m—hﬂhmhtanduﬁ@h_;n

The West African Economic and
Monetary Union {WAEMU) ratified a plan
-lnraprﬂuuﬁtmamnﬁmlﬂ
wmmum
countrics, Benin, Burkina Faso, Céte
d'lvaire, Mali, the Niger, Senegal
and Togo.

The Government of Ghana signed the
Friee Zone Act of 1995 into law, This

promotes Ghana as a gateway lo Europe
and West Africa. Through this export
processing zone, similar 1o thase of both
Togo and Céte d'lvaire, it is hoped that

- Ghana will eventually reach a positive

trade halance as exports by Ghana and
through Ghana incremse.

Six coastal states, Cape Verde, the
Gambia, Guinea, Guinea-Bissan,
Mauritania and Senegal, all members of
the Subregional Commission on I’HIHFH._
pledged in April 1o harmonize their
fisheries policies. In particular, they agreed
to improve protection and conservation
HMMMMM
their air surveillance Irﬁ:rmﬂhn anl

equipment.
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companies to privately owned concerns. The
privatization programme In Cote d'lvoire has been
completed for ubber production and palm oil
production and is in the initial stages for cotton, sugar
and fvestock. The government has now announced a
privatization plan for the parastatal cotton company
Compagnié lvonenne pour le Développement des
Textiles (CIDT), This plan may set the tone {or other franc
zone cotton companies. The cotton industry in Senegal
is still dominated by the ginning parastatal Société de
Eréveloppement des Fibires Textiles (SODE-FITEX), the
privatization of which is one.of the objectives outlined
in Senegal's new Agricultural Sectoral Adjustment
Programme (PASA). Another objective is the
privatization of the oilseed processing fimm Socidné
Nationale de Commercialisation des Oléaginewx du
Séndgal (SONACOS), and this programme s already
under way.

In Ethiopia the parastatal Fertilizer Industry Agency,
responsible for the marketing and distribution: of
agricultural fertilizers, has announced that the
controversial fertilizer subsicy scheme would be
muocdified so that only wholesale prices would be
repulated. It is hoped that this measure will introduece
competition between private fertilizer merchants and
allow price reductions for fammers "

Another important area of policy liberalization has
been extemal trade. Here again, many recent examples
Hustrate the efforts made by countries in the region
towards reforming the trade regime {or agricultural
products and inputs.

The Government of Zimbabwe further liberalized the
rading of agricultural products by allowing producers
both 1o export and import wheat and soybean directly
without going through the government marketing board.
Mow that most ol the restrictions on access to foreign
currency have been removed, the number of farmers
with access 1o *off-shore” financing for covering
production costs and the availability of inputitems, such
as crop chemicals-and tractors, have significantly
increased. Prior to this last policy development, the
govermment had only permitted those farmers who
produced export products to have access to this source
of funding. The Government of Zimbabwe, however,
retained exclusive rights 1o export maize even though
the domestic marketing of maize has been liberalized.

I
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On the whole; unless agricultural produce is imported
by a government parastatal (or fomner parastatal), it is
still subject to import duties.

In Cite d'Ivaire, although flour imports were
liberalized in January 1996, the 30 percent protection
tariff (which is only 5 percent forwheat) acts as a
disincentive to imports. By lanuary 1997, rice imports
were also freed. The government will remove its annual
rice import quota but taxes will be levied on imports at
variable rates based on world prices to protect local
growers and encourage self-sufficiency. In April 1997 an
electronic auction system was implemented for expon
permits for cocoa and coffee; the intention being to
make the awarding of export permits more transparent

In Senegal, the Caisse de Péréquation et Stabilisation
de Priscc (CPSP), which acted as the state rice-importing
agency, was closed in 1996. In addition ta rice, export
subsidies were eliminated and imports liberalized for
sugar, wheat and flour. The wheat market remains highly
protected| however, with a 45 percent import tarii on
wheat flour,

In Zambia, the ban on maize exports was lifted in May
1996, but farmers were reported to have been refused

‘export licences during Tuly and August, when the price

of maize was at its lowest, In Lesotho, price controls on
ereals were lifted in June, along with the ban on maize
meal imports.

As mentioned previously, Nigeria experienced an
endemic shortage of fertilizers owing to the
government's decision to extend a ban on ferilizer
imports in 1996, Although the government has been

subsidizing fenilizers, various entrepreneurial practices

haye prevented the fertilizers from reaching farmers at
low costs
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MOZAMBIQUE AND ANGOLA

Mozambique and Angola are oiten paired together by
the development and donor communities becavse of
their similar and concument colonial heritage, socialist
experimentation, prolonged and exceptionally
destructive civil wirs and recent transition 1o liberalized
market economies. For more than 25 years, they have
endured almost continuous instability as a result of thess
events. Both countries have evoked images of extreme
hardship in the form of widespread war and drought.
induced poverty and hunger, vast numbers of displaced
and conflict-affected people and numerous war
amputess. At last there is some promise for peace and
stability. Only by maintaiming the curmrent peace and
carefully neconstructing their economic base will
Mazambique and Angola be-able to move forwards and
emerge as self-determined nations with distinct and
viable economies.

Colonial heritage

Angola’s experience. Angola was the Portuguese
colonial seat in Africa. During much of the colonial era
Angola’s agricultural sector was dependent on slavery
and forced labour until the Paruguese abolished slavery
in.the late nineteenth century and forced labour in 1961
Up until independence (1975, the economy was strong
and diverse, with a solid export base. Angola was the
third lamgest exporter of coffee and sisal, while vegetable
oll, tea, lobacco and meat were also exported. Tracle
extended beyond the limits of Portuguese markets 1o
Europe and elsewhere In addition, Angola was sali-
sufficient inall food crops except wheat, and it even
produced maize surpluses for export. Livestock played a
critical role in the country’s agriculture long before the
arrival of the Portuguese, Cattle were used for animal
traction and also represented an important store of
wealth.

Supporting Angola’s agricultural success was an
excellent integrated transport system including port, rail
and primary and secondary road linkages. There was a
substantial network of Portuguese bush traders who
bought produce and extended credit to semi-subsistent
peasante as well as to Portuguese medium-sized
commercial farmers. There were numerous agriculiural
input suppliers as well as agro-industries such as
breweries, oil processing plants and mills, which
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provided local outlets for agricultural surpluses. The
caolonial government had also established a number of
agriculiural research stations. Oil reserves; and 1o a
lesser extent imber resources, of Cabinda district,
provided substantial export revenue; however, the
district of Cabinda was only integrated into the colony in
1946, Although representing a much smaller percentage
of GDP than oil or agriculture, diamond mining also
contributed 1o the generation of foreign exchange.

Mozambique's experience. As a Fortuguese colony,
Mozambigue's economy functioned predominantly as a
supplier of raw material for Portuguese-based agro-
industries (e.g. cotton, copra, tea, sisal and cashew) with
a few notable exceptions, such as sugar which was
processed locally. The agricultural sector comprised a
few plantations, several thousand commercial
concessions (settler farms with long-term, liberal wusufruct
rightstand approximately 1.5 million African
smallholder farms. The colonialist economy operated on
a system of forced labour. Mozambican peasants were
obligated to provide free [abour to cotton and rice
production or, alternatively, to public works projects
located in various, and often distant, regions of the
country. The institution of rural taxes induced
Mozambicans to seek employment on plantations and at
the mines in neighbouring South Africa. In addition to
the exploitation of agriculture; the colonial authorities.
extracted significant rew:hug from transport services
provided to British landlocked colonies as well as from
the export of prawns.

Independence and agricullure under socialist systems
The socialist system. After more than & decade of
muiltiple independence struggles, Portugal granted all of
it's Afncan colonies independence in 1975, A high
percentage of Partuguese settlers flec the newly liberated
colonies and deliberately destroyed the property and
animals they were forced to abandon: As a result, this
mass exodus of Portuguese [eft an enormous economic
and managerial vacuum. Mozambigue and Angola
initially established similar soviet-style, one-party,
Marxist-Leninist regimes: FRELIMO (Frente para a
Libertagao de Mogambigue and the MPLA (Movimenio
Popular de Libertagao de Angola). Factories and
processing facilities were nationalized, plantations were
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converted into state farms, prices and marketing margins
were administered at nearly every stage of the
production and distribution chain and all marketing of
produce and agricultural inputs was centralized and
controlled by government-owned marketing boards or
parastatals, Both countries established lojas do povo
which were stores that sold goods al government-fixed
prices through a rationing system. In Mozambigue,
FRELIMO) attempted to collectivize widely dispersed
rural comminities into communal villages and
production copperatives.

Agriculiural performance under socialism, Both the
Anpolanand Mozambican Governments favoured state
iarms, ignoring peasant farmers while spending scarce
toreign currepcy on imported agricultural equipment
and inputs for highly mechanized state farms. Naither
government hag the managerial capability to'run the
state farms effectively and, as a consequence, both
productivity and production rapidly declined. Angolan
coffee production suffered a great Infestation one year
after indéependence because beans were not picked on
time but feft to rot and attract pests. Coffee prices wens
set so |ow that farmers dug.up coffee tees and replaced
them with cassava; coffee exports fell from 218 700
tonnesin 1973 tojust 47 200 tonnes in 1980, a merne 21
percent of the 1973 level. In the case of maize, Angola
wen! from being a ner exporter (112 000 tonnes) in 1973
te being a net importer (142 700 tonnes) in 1980,
Similarly, Mozambique's cashew, rice and maize
production dropped more than 50 percent between
1975 and 14980, Sisal and copra production. dropped by
15 and 25 percent; respectively, over the same period.® It
has often been noted that, given their extremely [imited
human resource capacity, one mistake of both

FRELIMO and the MPLA was to overcentralize and
overadministrate.

Civil war. Another important factor contributing to the
poor economic performance of these newly formed
socialist countries was civil unrest. The degree of
insecurity caused vast numbers of rural households to
abandon theie farms and relocate to urban centres; In
Angola, LINITA (Unido Nacranal para a Independéncia
Total de Angola) was one of several factions which
fought against Portuguese colonialism and was later the
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sale form of opposition 1o the MPLA government. It was
well onganized, highly disciplined and adequately
supplied by many loyal farmers. UNITA exploited
coffee-, oil- and timber-producing areas that were under
MPLA control. Angola soon became geographically, as
well as politically, divided with MPLA controliing urban
centres and LINITA controlling rural areas. In contrast,
REMAMO (Resisténcia MNacional Mogambicana), the
opposition o FRELIMO in Mozambique, was formed

after independence and sometimes looted mural

communities and sabotaged economic activity by
repeatedly blowing up transport and hydroelectric
power infrastructure. RENAMO was not well organtzed
and did not forge strong links with agricultural
producers. These prolonged civil wars demalished the
physical and economic infrastructure of both countries,
particularly in Angola when the war resumed and
intensified after the 1992 presidential election results
were released,

Economic liberalization in Mozambique

Mozambique began a process of market liberallzation in
the early 1280s. A landmark conclusion of the Thind
Party Congress in 1983 was that the current agricultiral
development strategy emphasizing state farm production
was ot working and that more support-should be
granted to the private and family farm sector. In order to
provide greater production and marketing incentives to
this sector, price cantrols on fruits and vegetables were
removed and fixed prices on other agricultural
commoditios were increased. The following year,
Mozambique joined IMF and the World Bank and,
within three vears, had launched a structural adjustment
package of broad market reforms known as the
Economic Rehabilitation Programme (PRE).* The
programme addressed macroeconomic distortions and
imbalances, market liberalization and privatization.

Market liberalization, Beginning in 1988, producer and
consumer prices were gradually lberalized. Many fixed
prices were replaced by mandatory minimum prices and
later by recommended minimum prices. The latter were
to serve merely as a reference to traders and to provide
some leverage for farmers. Prices of 22 agricultural
products were freed in 1993, and consumer price
controls were refained only on bread and wheat flour.
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There were, and still are, a number of non-agricultural
consumer goods, such as cooking fuel, which remain
under price controls.

Buring the same period, international trade was
progressively [iberalized. Cotton and cashew prices have
always bean controlled, even during the colonial era.
However, the method of calculating boarder prices of
cashew and cotton was adjusted to reflect the
international market more closely in 1994, In
accordance with the 1991 tarifi code, imporn tariffs were
to be simplified into five rates ranging from 5 to 15
percent. The definition of product groups was 1o be
clarified and exemption criteria minimized in order 1o
reduce the need for discretion to be used in applying
tariffs. The code also stipulated that all export taxes, with
the exception of those levied on raw cashews, would be
limited t0 0.5 percent in 1991 and, at a later stage,
completely eliminated. The government also instituted a
significant reduction in the export tax on raw cashews,
which was expected to result in improved farmgate
prices and increased production. Under PRE provisions,
there should be no export tax on any commaodity
beyond the year 2000, Currently, the raw cashew tax is
the only one remaining. Although export licence
restrictions have been substantially reduced, the
application process for import licences continues to be
complex and cumbersome.

Privatization. The 1989 privatization programme began
the process of selling off state farms and enterprises. To
date; nearly all state farms and more than 500 small-,
medium- and large-scale enterprises have been
privatized, including all cashew processing plants and
the customs offices. Lojas do povo  have also been
abolished, and the government has become
progressively more tolerant of private traders. The state
still has interests in sugar production, cotton ginning and
fishing: Ginneries historically had contracting
relationships with small-scale cotton producers.
Currently, theese ginneries are operating under joint
venture concessions with the government. While
raditionally supplied by large estates, joint venture sugar
mills are considering contracting arrangements with
sl farmers as well. It Is important to note that while
tarming operations have been privatized, all land fs still
ownid by the state,
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The 1991 law providing for the restructuring all state
enterprises changed those firms that had not yet been
privatized into “public® enterprises that.are required to
operate along commercial lines with improved record-
keeping and greater financial accountability. The Foreign
Investment Law, enacted (n June 1993, cleared the way
for greater foreign investment in Mozambigue. The
largest investors to date are Portugal and South Africa,
and the most favoured sectors lave been agriculture and
tourism.'” This law also allowed for the opening of mwo
foreign banks and an insurance company In Maputo,

Correcling macroeconomic distortions and imbalances.
In an effort to address macroeconomic distortions and
imbalances, the Mozambican Government has-enacted
a series of standard structural adjustment measures.
Devaluation of the national currency has reduced the
difference between the parallel and official exchange
rates from 2 100 percent {n 1989 to 1.6 percent in 1995,
While devaluation makes Mozambican axpor crops
more attractive to {oreign buyers, there is a cost in teérms
of the increased burden of importing equipment and
other material required for reconstruction and
rehabilitation. Such s the case for revitalizing sugar mill
operations. Credit extended to parastatals had previously
beon essentially untimited and unmonitored, but limis
have now been imposed and more standard
international banking and reponting procedures have
been adopted. The government has also raised interest
rates and set controls on growth in the money supply,
Largely as a result of these measures, inflation
dropped from 163 percent in 1987 1o less than
a0 percentin 1996.

The Mozambican Government has instituted a hiring
freeze, expanded and improved tax collection and
reduced the level of spending on certain programmes in

‘prdet to close the gap between government revenue and

spending and to decrease the deficit. External debt was
400 percent of GOPIn 1994, while the'debt service
ratio has been almost continually declining since 1990
from 162 percent in 1990, it had reached 77 percent

in 19496 "

A strategy for agriculture. Mozambique has good
agricultural potential for basic grains as well as a
number of cash crops such as cashow, coltan, sisal, tea,
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tobacco, groundnuts, sunflower oil, citrus and
vegetahles, The northern portion of the country has more
reliable rains and better soifs, while livestock is limited
o eetse flysfree areas of the south. Communications and
transport links between the north and the south are
weak: at present each region is betler connected to
international markets, Although transport, enempy,
fisheries and tourism hold excellent economic promise,
agriculture represents appeoximately 30 percent of GDP
and employs 80 percent of the active population. The
vast majority of Mozambican farmers have
approximately 1 ha of land; yet, together, these plots
comprise 95 percent of all cultivated land area.; Most
tarmers are very poor and seasonally food-insecure.
Fewer than 30 percent have off-farm income
opporfunities.

Given the importance of agriculure; the developmen
strategy for Mozambique logically centres on the
agricultural sector. In cooperation with donors, the
government has designed a five-yoar sector-wide
programmae, PROACGRIL which lays out prionties and
strategies in dealing with the expansion of agricultural
production, poverty. alleviation and natural resource
conservation. The emphasis of the programme is on
planning, coordination and capacity building within the
Ministry of Agriculture and Fisheries."! There has been
some concern expressed that the programme is (oo
namowly focused on production at the expense of off-
farm opportunities and post-production aspects of
agriculiure such as marketing and processing

Issues in Mozambican agricullure today

Revitalization of agricultural production. The peace
accord to end the protracted civil war was finally signed
in 1992, Veestiges of the war, however, haunt rural areas
in the form of hidden landmines,’” banditry, demolished
infrastructure; poverty-and virtually non-exisient markets
for producer and basic consumer goods. Exacerbating
the problem was a severe drought in 1992, As a result,
approximately B0 percent of total cereals available in
19492 was derived from food aid (72 percent) and
commercial imports (8 percent).'* Since then, food aid
has been slowly tapering off with lingering programmes
for the extremely vulnerable, such as food-for-wark
arrangements on specific rehabilitation projects and the
provision of seeds and agricultural tools for resettlement.
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Preliminary estimates for 1996/97 suggest that food aid
and commercial imports have dropped to just 10 percent
of cereal supplies. Local cereal production has displayed
ropeated inoreases, nsing from a3 .4 percent ncrease jn
1994 to a 30 percent increase (n 1995 and a further 34
percent increase in 1994, Continued growth in
agricultural output will depend increasingly on the
availability of productivity-enhancing inputs such as
fertilizer or improved seeds and less on area expansion.
Cashew, copra, cottonseed and sugar-cane production
have been expanding at a more gradual rate than grains.
The future performance of the agricultural sector wil
depend largely on input and credit availability, the
rehabilitation of processing facilities and rural
infrastructure and market outlet deveélopment.

Marketing. Less than 30 percent of Mozambican fanmpers
market surplus production. Groundnuts and then maize
are the mos!l commonly traded commaodities: A number
of significant constraints impede the diversification and

expansion of agricultural marketing. The mural trade

network is composed of an estimated 9 564 commercial
establishments, of which enly 61 percent were in
operation in 1995 Transport costs-are very. high, while
movement throughout the country is still restricted by
instances of banditry. Cwing 10 war-related sabotage and
neglect of maintenance, only 30 percent of the road
network jssuitable for travel, and: storage facilities are
severely limited, Warehouses of the Instituto
Mocambicano de Cereais (IMC), the Mozambican

grain marketing board, are seriously underutilized.
Irregularly enforced pan-territoral minimum reference
prices prefudice the marketability of produce. The

lack of liquidity and absence of rural credit limit

the volume and geagraphic spread of trade, and
lransaction costs are soanng as raders resort 1o the use
of barter. Circulation taxes and outdated and
burdensome licensing requirements discourage new
entrants to rural markets:

Land tenure, Mozambique's current land law dates back
to the colonial period. A new law has been drafted but is
still 1o be reviewed by Parliament. All land is curnently
owned by the state, whech issues S0-year renewable
leases granting liberal usufrict rights whereby the holder
may sell and bequeath improvements and access rights.




BOX 7

RECENT DEVELOPMENTS IN MOZAMBIQUE'S CROP AND FOOD SUPPLY

An FADWord Food Programme Crop and
Food Supply Assessment mission visited
Mozambague in April 1997 1o eslimale the
country’s 1996/97 production of food
crops, forecast cereal import requiremends
for 199798 and ditermine the Tkely food
aid needs. The mission found encouraging
developments i the crop and food supply
situation, bul nevertheleéss estimated that
considerable amounts of food aid would
wlill be nevded.

Reflecting the natural increase in
population and the timely reintegration of
retumess and demobilizred soldiers, the
total area planted to cereals and other
food crops in 1996/97 is & percent higher
than last year. The tatal 1996/97 produc-
tion of cereals is estimated to be
11 percent higher than the previous year.
Production of cassava, the other major
staple, has also mcreased, while the
production of beans and groundnuts s
estimated to have increased by 8.5 percent
over the previous year.

Ohwing to these increases in both cereal
and other food production, the overall
food supply situation in Mozambigue in

the 1957 /98 marketing year (April/March)
is expected to be better than last year, with
a coarse grain surplus of an estimated

63 000 bonnes. However, in 1997 /98 the
country will have an estimated import
requirement for rice and wheat of

205 00l fonnes.

The mission estimated that approxi-
mately 172 000 people will require food
pssistance for four months and that a
further 77 D00 people mighl reguire
astlance for an additional three months,
contingent an the evaluation of the
second=season crop performance since the
crop felds of the first harvest wers
inundated by Moods, Heavy raing in several
areas in the central region caused floods
that brought considerable damage to
crops, notably on farms along the
Zambezi, Pungue and Buzi Rivers,

Even with a promising secomd harvest,
however, there would still be a significani
number of people who would have
difficulty coping wilh shortages withoul
receiving assstance, There are families in
somr areas in the normally food-deficit
south as well as in parts of other provinces




who are not likely 1o be able to meet their
production or afford to purchase food on
the market. The population in the south
has never been seli-sufficient and,
therefore, has usually depended on the
market 10 secure its requirements, For
many food-deficit rural areas, lack of
infrastructure remains a serious bottle-
neck. As a result, prices tend 1o be high for
those who rely on the market. While
families that grow cash crops such as
wltﬂhﬂh! cashew nuts and those who find
in non-farm sectors can afford
to bay the food they need, many low-wage

earners and the unemployed are unable to
have access to adequate food.

The mission estimates that, out of the
total cereal import requirement, 102 000
tonnes will be covered by commercial
imports, leaving a deficit of 103 000
tonnes to be covered by food aid. Emer-

gency food aid s estimated at 10 000

tonnes, including 1 000 tonnes of pulses,
which can be secured through local
purchases. Overall, the 1997/98 food
assistance requirement represents 46
percent of that provided in the previous
markeling year.




Authority 1o assign access rights and the issuance of a
title depends on the size of the landholding Although
the actual limits vary according to land use,
smallholdings are under the jurisdiction of provincial
authorities and do not require titles, while lamger
holdings are titled and administered by the Ministry of
Agriculture and Fishenies and holdings exceeding
10600 hajare in the domain of the Land Commission
Although Mozambigue is generally considered a land-
abundant country, only 3 to’d million of an estimated 36
million cultivable hectares are classified as good-quality
and easily accessible to markets. The more densely
populated Maputo, Gaza and Inhambane provinces all
have imminent land constraints, especially when
fuetwood collection, hunting and grazing needs are
factored in,

Economic liberalization in Angola

In 1984 the Government of Angola acknowledged the
fallure of state farms and began o allocate land and
other resources such as inputs and technical assistance
1o farmers’ associations. Discussions arcse concerning
liberalizing prices, increasing the role of the private _
sector, decentralizing management and allowing more
financial autonomy for public enterprises. The drop in

international petroleum prices in 1985 and 1986 had

disastrous effects on the already troubled balance of
payments. This prompted the government to initiate. an
economic and financial “cleansing programme”
{Programa de Saneamenio Econdmico @ Financeira), and
later that year the government applied for membership
in IMF and the World Bank. Similar 1o Mozambigue,
Angola adopted PRE, a reform propramme which
addressed market liberalization, macrosconomic
digtortions ancd imbalances and privatization,

However, Angola’s route to market liberalization has
been more circuitous, utilizing a fonger succession of
occasionally awkward policy instruments to reach a
similar endl. Planning in Angola was further hampered
by a resurgence of the civil war in 1992 Although the
government and UNITA signed a new accord in 1994,
notall negotiated terms have been fulfilled; The
deadline for the complete demobilization of soldiers and
withdrawal of the UN peace-keeping forces (LUINAVEM
I was extended, and the country remains physically
and politically divided. The fact that long-lasting peace




is not.yet assured impedes the implementation of market
liberalization measures and compromises economic
perdommance.

Market liberalization. Market |iberalization began
gradually in 1988 with the removal of price controls on
fruits and vegetables. [n 1991, the govermment
disbanded all price controls with the exception of seven
basic products (fleur, bread, rice, sugar, cooking oil,
condensed milk and soap), which were assigned margin
restrictions a short time later. The government also
maimame-:l finiel prices for anather group of basic
consumer items, including rent, public transport fares,
electricity and water. There are currently three sets of
price systems: fixed, free and fixed margins. Adding a
further :mﬁnllmlinn,. parnlhﬂ m.]rkel prices diverge
widely from administered prices. The intematicnal
donor community continues to apply. pressure to
eliminate all price controls. In 1991, the govemment
created the Cabxa de Crédito Agropecuario e Pescas, an
agricultural and fisheries credit programme for small and
medium-sized farms and enterprses. Unfortunataly, the
WlF undermined the. successiul implementation of the
programme, and rural credit remains vimually non-
existent today,

The Foreipn Investmen? Law restructured taxes
s that they are more favourable to foreign investors.
Impor quotas and authorization from the Ministry of
Commerce have been abolished, Nevertheless,
SRS |mped|ment5 totrade persist There are taxes,
fees; licensing r&qu!rement:i and a heavily
l:urﬂaucrnllt process of; dmum—sﬂtlng all transactions,
The complexity of the system lends itself to instances
ol abuse.

Privatization. Two laws enacted in 1988 and 1991
governed the process of privatization. The laws granted
preferential treatment to Angolan nationals, imposed:a
ceiling of 49 percent on private ownership and created a
system of allocating: shan:-s of the enterprises I:n'.'mg.
privatized to managers and workers. By 1992, hundreds
of state-owned companies and farms had been divided
inta smaller private units through a less than completely
transparent hl{ldlng process. Private investment is
expected to increase with a greater assurance of long-
lasting peace.

= . — = ]
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Correcling macroeconomic distortions and imbalances.
Comecting macroeconomic distortions in Angola has not
been as straightforward or successful as it has with
Mozambique. In bantling hyperinflation, the govemnmment
1ssued a new currency in 1990 which was devalued by
95 percent the following vear, The governiment then
established a complex system of multiple exchange rates
which functioned through taxes levied on imports and
exports at different rates depending on the type, use and
destination of the commodity. In order to curb spending,
the government instituted a hiring freeze and tightened
acoess to credit by state entorprises, Over the past six
years, approximately two-thirds of the budget has been

spent on defence and administration. In contrast,

agricultire has received on average just 1.5 percent, The
share of the budget allocated 1o defence recently fell by
50 percent while the share allocated to administration
increased, Although accounting and auditing standards
were introduced in 1989, IMF and the World Bank
continue to exent pressure for de facto improved banking
practices and reporting procedures.

Diespite the war, Angola has managed to demonstrate
some limited improvement ina number of standard
macroeconomic measures. The differential botween the
parallel and official exchange rates has diminished
substantially. Inflation dropped from 4 000 percent in
1995 to approximately 2 D00 percent this past year, '

Issues in Angolan agriculture today

Revitalization of agricultural production. Angola has
excellent agricultural potential. The diversity in agro-
ecological regions allows for the production of both
ternperate and tropical crops, and livestock is expectad
once again to play an impomant role within the sector.
Althaugh mining, including oil and diamonds,
constitutes the largest share of GDF, agriculture is still a
signiticant sector of the Angolan economy, representing
approximately 20 percent of GOP. Despite war-relatec
disruptions, more than 80 percent of the population is
= ill dupﬂ-ndent o agricultire.

With the resurgence of the war in 1992, viclence,
banditry. and crop vandalism rose sharply; rural
infrastruciune was completely demaolished: and the
country was litered with landmines. As a result, farmers
and even whole villages chose to flee 1o the relative
safety of urban centres, and agricultural production



plummeted, particularly in MPLA, areas, Because LINITA
was dependent on local sources for its food supply,
LUINITA disturbed producers as little as possible and even
provided some extension services. Until now, the
country remains divided, despite the removal of most
check points: The worst year In terms of production of
cereals and cassava was 199394, Since then, outpul has
been expanding, yet nearly half of 1996/97 cereal needs
will ponetheless be met by aid and commercial imports,
even though cereal production increased by 100 percent
between 1995/96 and 1996/97,

Angola is'in an early, phase of resettlement. Many rural
families have settled in temporary locations and plan to
continue their migration in stages. WFP and non-
povernmental organizations (NGOs) continug fo
distribute food and agricultural seeds and tools; WFP
expects 1998 to/be its final year of invalvement in food
aid. There is some concemn that the youth whao are
currently concentrated in urban centres may not return
to the rural lifestyles they left behind, Nevertheless, rural
areas are beginning to normalize and, as a result,
marketing activities have gradually picked up. This is
expecied (o continue as greater freedom of movement is
gained. .

The government's curmen! programme for agriculture
logically locuses on rehabilitation and capacity building;
however, the funds for such activities are derived mostly
from donors and not from the national budget. The
donor community, in collaboration with the Angolan
Government, has developed the Community
Rehabilitation Programme. Like Mozambigque's
PROAGRI but not limited to the agricultural sector, it s
an integrated programme that coondinates donor efforts,

Given the current attention on markets; the scarcity ol
agricultural labour and historic pantems, the Minisiry of
Agriculture and Rural Development has proposed a
programme which emphasizes animal traction, ledilizer
use and private commercial farm entérprises. Currently,
danors, MGOs and international research institutes are
working to rebuild and improve local seed stocks.

Confidence building. One major impediment 1o progress
in Angola is the lack of confidence in nearly all aspects
of Angolan life: political, economic and social. The
reigniting of the war jn 1992 and the continued
postponements in the reconciliation process cast doulb
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on future prospects {or consolidating peace. Many
Angolans fear for their physical safety. In 1990, the
government dealt a devastating blow to the public’s
already shaky confidence in the currency. In issuing new

bwanza potes, old notes were exchanged ar par with the

new ones but only 5 percent of the value was distributed
in cash: the rest was to be converted 1o government
securities. Rural people who were unable to make the
exchange ended up with worthless old notes, while, for
those who were able to secure new notes, the masimum
5 percent provided insufficient cash to cover immediate
expenses; including food.

Gl and diamond wealth. Angola is blessed with oil and
diamonds. Olf alone accounts for as much as 90 percent

of exports and hall of GDE'® Ironically, it is the extreme

lucrativeness of this sector that acts as 8 curse as well.
The huge concentrated export eamings tend to cause
chronic overvaluation of the local currency and
inflationary pressune, especially when the government
spends rather than Invests these earnings. Some angue
that the government is preoccupied with this sector at
the expense of socially more important sectors such as
agriculture; education and health

Land tenure. Angola recently enacted a new land law.
Like the case of Mozambigque, the state owns all of the
land and grants liberal access nghts in the form of long-
term release leases. Unfortunately, the law is not without
fault. It allows multiple ministries to grant access nghts
independently, and there are several different cadastres
mapping and recording land information. Under this
form of administration, nm[t-pfe users are likely to be
assigned rights to the same parce! of land and conilicts
are bound o arize

CONCLUDING REMARKS

Macroeconomic reform and market liberalization have
undoubtedly contributed 10 economic stabilization in
bath Mozambique and Angola. However, after more
than three decades of civil unrest, the most significant
factor is clearly the establishment of peace. The
emphasis i now on rehabilitation and the creation of
conditions that will induce development, including fine-
tuming recent macroeconomic reforms. Currently,
rehahilitation programmes are being sponsored by the
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daner cammunity. The future of both countries depends
heavily on the form of this reconstruction. With respect

wo the agricultural sector, the most impontant issues are
the guarantee of personal safety, recapitalization,
production i u‘t:l'ﬁa-s&a and productivity improvements,
marketable output diversification, creation of market
epporunities and agro- -industrial linkages, and human
and: Instrluhr.:rnal capacity development, Underlying
these issues is the need for rural finance and clearer,
less-conflicting land rights.
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REGIONAL OVERVIEW
Economic developments _
Developing Asia and the Pacific continued to
outperfom other regions in economic growth in 1996,
although growth in some of the region’s economies
moderated. Average real GDP growth in Asia and the
Pacific was 8.2 percent in 1996, slightly lower than the
8.9 pen:i:rll remrded in'1995. but still strong enough for
substantial per cnpl,.ll income Erl::wth The reglon’s
cumulative growth between 1991 and 1996 added up to
maore than 56 percent. Growth in China continued to
decline mar,gmauv in 1996, mcludlng in Taru.ra.n
Province of China, but at 9.7 percent, it still increased
the size of the Chinese economy relative 10 the rest of
the world. India, Asia’s other giant, grew at 6.8 percent.
The newly industrializing economies (NIEsh of Hong
Kong, the Republic of Korea and Singapore suffered a
slowdown in their imporant export sectors, and their
owerall frowth rate de-::hned from 7.5 percent in 1995 to
6.3 percent in 1996, Eumh-nasl Asfan u::unumi:: prowth
declined from 8.1 to 7.1 percent, affected by the expor
slowdown as well as tighter monetary and fiscal

policies, In South Asia, structural reforms Eﬂl‘lliﬂu&ﬁ and
the economies posted an aggregate f.5 percent growth
in 1996, Real economic growth in Asia and the Pacific is
expected to be roughly stable at slightly more than 7
percent per vear in 1997 and 19981

Trade and investment continued to play a key role in
the region’s development. In 1996 it again reinforced its
position as the leading destination amaong all developing
regions for foreign directinvestment (FDI), accounting
for more than half of all Jnﬂcm-!. to developing countries.
Where cument account deficits in the region have
mdenul they. have generally reflected increasing:
imports of capital goods to support the region's high
level of investment, rather than reflecting increased
consumption. For developing Asia and the Pacific as a
whole, export growth fell from 21.8 percent in 1995 to
just- 4.6 percent in 1996. This decline from
unsustainably high expon growth rates in 1995 was
lagely due to a slump in demand for some of the
reglon’s major export items, notably electronics, in the
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more industnalized countries. Other factors included
slower economic growth and import demand within the
region (caused, in the notable case of China, by
measures 1o prevent overheating, with knock-on effects
for Hong Kong's exports) and import restrictions to
maintain the trade balance within prescribed limits.

A major issue for developing Asian ecofiomies is the
extent to which the export slowdown also reflects a loss
of competitiveness o, in other words, the éxtent to
which it reflects structural rather than cyclical factors.
High investment, education and economic growth rates
in the region have made it natural for the comparative
adhvantage of countries to shift, Over time, domestic
suppl'p' battlenicks, fiscal policy changes, a continued
appreciation in the real effective exchange rate, relative
factor price changes or changes in the composition of
expeit demand can affect export pedormance negatively
if strictural adjustments do not occur. For some
countries, such as Thailand, there is increasing
competition from lower-cost producers within Asia
(such as China and Viet Mam), and the naintenance of
S OME CCONOMmIc growth in these countries will depend
on their continually adjusting their mix of products and
praduction technologies — the same challenge faced by
other industrializing or industrialized’ Countries.

For alimast two decacles, China, with the world's
largest population; has pursved reforms and
experienced extraordinary economic growth and
improved living conditions, At9.7 percent, the country’s
real GDP growth in 1996 remains the envy of most
other countries but has been gradually brought down
from its 1992 peak of more than 14 percent in an effort
to keep inflation under control. This has been
accomplished through tight fiscal and monetary policies
as well as new standards for bankruptey of state-owned
enterprises. China continues to be the mast popular
destination for FD1 in the developing world, and
conlinues to increase its export share of world markets in
garments, textiles and light machinery.

India has continued o show enomous improvements
resulting from the liberalization programme begun in
1991. Real GDP growth in 1996 remained strong at 6.8
percent, led by a 9 percent growth in the industrial
sector and helped by the ninth favourable monsoon in a
row. Ii the monsoons remain favourable; continued
annual growth of about 7 percent is expected over the
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next two years, Mobilizing sulficient investment
resources o finance the country's massive infrastructure
investrent needs will remain a major challenge in the
miedium term,

Growth In the NiEs slowed slightly in 1996, mainly as
a resull of weak demand for electronics in the United
States and Europe, which negatively affected exports
from the Republic of Korea, Singapore and Taiwan
Province of China: An appreciating LS dollar, to which
Hong Kong pegs its own currency, and a fall in China's
exparts {and Hang Kong's re-exports) reduced exports
and overall growth in the territory. However, domestic
demand picked up in the second half of 1996, and
consumer and business confidence appeared 10 be high
as Hong Kong entered its transition to the status of a
special Administrative Region of China. Growth in the
Republic of Korea's econamy slowed, affected by a
slowdown in investment and export growth, as well a<
by a mone than doubling of the current account deficit;
Ecopomic liberalization related to the 1996 Korean
accession to the Orpanisation for Economic Co-
operation and Development (OECD) will promote
further structural changes in the coming years. Growth
in Singapore also slowed in 1996 as demand for
electronics exports weakened and the financial and
business services sector slumped.

Sgutheast Asia has generally been following the
mantiactured export-led growth path of the NIEs, bur in
most cases with substantially larger demestic markets
and more robust agncultural sectors. Economic growth
in Cambodia remained at a healthy 6 percent in 1996,
led by powet generation and construction and
supported by a substantial increase in investment,
particularly foreign investment. Real GDP growth in
Inclonesia declined shightly to 7.8 percent in 1996, as
tighter monetary and fiscal measures were implemented
1o constrain inflation and reduce the current accoun!
deficit. However, prospects for the near future remain
bright in view of strong domestic demand, increasing
foregn investmient flows and progress in deregulation.
In Laos, real GDP growth rebounded to 7.2 percent as
investment remained strong, trade and revenus
collection increased and inflation remained moderate.
Agriculture, particularly rainfed agriculture, remaing the
dominant economic sector, keeping overall economic
performance subject to the vagaries of weather.
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Malaysia experienced a slowdown in GDP growth to a
<fill high 8.2 percent, as monetary policy was tightened
to limit the current account deflcit, but plans for massive
infrastructure projects should sustain growth. Myanmar
achieved 6 percent growth in 1996, reflecting good
weather and a resulting large harvest which yieldod
substantial rice exports. Reform measures introduced

-after 1990 have madethis the fifth good year of

cconomic growth, Under the influence of engoing
reforms in the Philippines, GDP growth has been
improving: reaching 5.5 percent in 1996, and high rates

of investment are being fed by both foretgn and

domestic: capital flows. Viet Mam maintained econamic
growth at 9.5 percent in 1996, led by the industrial

‘sector. Agricultural output met its target, despite bad

weather in parts of the country, and inflation moderated
o b percent.

In'South Asia, the economic reform process began
later than in most other parts of Asia, and the reforms;
while positive, remained uniinished, Even so, real GDP
continued to grow at 6.5 percent in 1996, up slightly
from 6.4 percent in 1995, At 4,7 percent, growth was
modest in Bangladesh, as reforms were delayed in
implementation, investment and aid dishursements were
below tamget and exports slowed. Recovery in the
agricultural sector following improved weather spurred
overall economic growth in Nepal In 1996, supported
by growth. in industry: and tounsm. Real GDF growth
increased to 5.9 percent in Pakistan in 1996, but
inflation remained in double digits as a persistent budget
deficit again resulted from difficulties in revenue
mobilization: Domestic savings declined, as did exporn
growth, culminating in the introduction of a new
stahilization effort. Sri Lanka continued to suffer from
the strains of high deience expenditures, compounded
by drought, while a declining agricultural output and
weik performance in the industrial sector constrained
export growth,

Reform measures undertaken throughout South
Asia, together with the possible expansion of
intraregional trade being advocated in the South Asian
Association lor Regional Cooperation (SAARC), have put
the subcontinent on a sound footing for further
growth. Expansion and further implementation of
refarms will determine the sustainability of improved
growth rates.
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Agricultural performance

AL436 million tonnes; in 1996 China's cereal haryest
reachied a record for the second year in a row, helping
w0 hold down grain imports and increase stocks as well
as narrowing the gap between state procurement and
market prices. Cereal imports are estimated to decline
sharply to about 1229 million tonnes 10 199607, down
from 269 million tonnes in 1995/96. Agricultural
production grew by 3.4 percent, significantly below the
1993-95 average of 8.9 percent, reflecting in panicular
poor performances of non-iood crops: Food production
rose by 4.2 percent, helped by good weather and higher
procurement prices. The record cereal harvest and high
povernment agricultsral expenditures boosted rural
incomes substantially, thereby helping 1o slow the
widening mural-urban income disparity. A poor cotton
harvest and rising cotton prices contributed 1o weaker
textile exports in 1996,

Agricultural output in India increased by a marginal
0.5 percent in 1996, with cereal production remaining
virwally unchanged from the previous year af
214 milliontonnes. From 199091 to 199647 growth
i annual cereal. production only averaged 1.7 percent,
less than the country’s 1.9 percent annual population
growth. Record rice exports in 1995/96, together with
the country’s first net wheal exports since 1947, pushed
total agricultural exports up to $5.7 billion while
agricultural imports, which are limited by tariffs,
licensing, state trading arrangements and an array of
other-non-tariff barriers, fell to $1.9 billion, although
vegetable oil imports more than ripled. Estimates for
1996/97 point to India’s retum to being a netwheat
importer and to a decline in the overall cereal surplus.
The first budget under the Linited Front coalition
Rovernment contained higher subsidies for imgation,
tertilizer and agricultural equipment, aswell as
provisions for supplying familie< classed below the
poverty line with grain at 50 percent below the
prevailing issue price, It also enhanced credit supplies
for rural infrastructure and investment in horiculture,
floriculture and food processing. Agriculture continues
ta employ nearly 70 percent of the economically active
population and accounts for roughly 30 percent of GDP

Despite wide variations in recent years, agricultural
production in the Republic of Korea has generally
exceeded population growth and it enabled an average



1:6 percent yearly increase in:per caput food output
during the period from 1991 10 1996, The country is.a
large and growing market for consumer foods.

Consumer-onented food imports exceeded 52 billion in

1995 before declining substantally but still exceeding
$700 million in 1996, High tariffs anl neon-tariff barrers
pratect domestic producers, wha are glanemllr high-
cost; small-scale family farmers; with a policy. emphasis
on rice production. However, under its Unuguay Round
Minimum Market Access IMMA) commitments, the
Republic of Korea will be required to impor rice al least
in accordance with its MMA schedule, To belp the
country's rural sector adjust to the impacts of its
Uruguay Round commitments, the government has

‘passed aten-year special tax, the proceeds of which will

be targeted at hard-hit rural villages, and a Five-Year
Agnmrlll.lml !]mufmnu_m Plan emphasizing |mnm~wd
international competitiveness, the promotion of rural
industry and improved welfare for rural people.

In the Bemocratic People’s Republic of Korea the
domestic food stpply situation was extremely
precarious after several years of poor agricultural
periormances (per caput food production fell by 3
percent yearly between 1921 and 19961, The outlook
for 1997 alsoappeared gnm in the wake of severe
floods over two consecutive years. Although grain
production in 1996 was estimated to be slightly greater
than In 1995, 3 fapge part of the harvest was-consumed

‘prematurely owing to the seventy of food shortages.

Inaccordance with the benefits perceved in
Suutheast Asia from unilateral liberalization measures
and to contmol inflation, the Government of Indonesia
has been deregulating and lowering the tariffs on many
bulk-product agncultural imports as a step towards
mecting its commitments to the World Trade
Crganization (WTO), the Asia-Pacific Economic
Cooperation Council (APEC) and the Common Effective
Preferential Tariff, set by the Association of Southeast
Asian Nations (ASEAN] The povernment has also set
standards (or maximum allowable pesticide residues as
well-as tor the handling, labelling and sale of all
focdstuffs, Wheat milling. animal feed, food processing
and textile industries are all continuing to expand at a
rapid pace. Although agriculture has increased at
significantly faster rates than population over much of
the past decade, the sector’s contribution o GDP has
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j“ declined to about 17 percent, down from 24 percent in
| the early 19805, Agrculiure still accounts for almost 45
* Hie percent of employment, however.

{3 ‘Also following ASEAN'S direction towards a more

/ liberalized economic environment, Malaysia's Seventh
FPlan stnves for greater povate sector investment 1o
expand capacity and increase. mechapization. Under
this plan, agricultural production programmes aim to
increase expornt competitiveness by reducing costs, and
to inorease production of high-value commadities,
Agricultural production has expanded at annual growth
rates of about 2.8 percent in recent years, with the much
faster growth of the industrial and services sectors.
However, agriculture now only accounts for 14 percent
of GDP, down from 22 percent in the early 1980s.

The Philippines’ agricultural sector recoverad in 199%,
with both higher output and higher prices on average.
Rising incomes are reflected in increasing demand for
reat and other imported loods and nputs (including
feedgrains), The effects of the long shortage of public
investment in rural infrastructure, human resources and
research and development are becoming obvious as
domestic production is increasingly unable to meet the
food needs of the rapidly growing population. In 1994,
the government replaced quantitative restrictions on
imported agriculural goods with tariffs, taking a
significant step towards eventually complying with
WTO agreements and integrating its agricultural sector
into the global econormy,

Lower prices limited growth in the value of Thailand's
agricultural exports in 1996, thus adding to the country's
trade difficu ties: Agriculural imports increased, notably
livestock leedstuits, despite the fact that the maize
import window was shontened to April-June and the
taniff-quota regime on maize and soybean products was
maintained.

Pakistan's agricultural sector grew by 6.7 percent in
1995/96, up from a relatively strong 5.9 percent growth
in 1994/95 and spured by growth in crop production
and fisheries. The growth occurred despite 2 price rise
and a-shortage of ferilizer following a subsidy
withdrawal as the sector benefited from better weather,
fewer pests and an expansion of improved production
technologies. Cotton area increased as sugar cane area
declined and increased raw cotton exports boosted the
share of primary commaoxdities in total exports.

/
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Issues and prospects for regional agriculture
For a vast majority of people in Asia and the Pacific,

food security is largely linked 1o the perfformance of the
cereals sector. Rice and wheat account for, respectively,
about 37 and 19 percent of the region’s calorie
consumption. As a result of relatively good performance
in the region’s cereal production, its self-sufficiency ratio
has remaiped high, decreasing slightly in East Asia
tincluding Chinal between 1969-71 and 1988-90 from
a7 9t 962 percent, and increasing slightly in South
Asia over the same penod from 98 to 102 percent. As
cereal self-sufficiency has remained high and total
exports have grown, the share of the region’s export
earnings spent on food imports declined from 16.1
percent in 1970-72 to-|Just 3.1 percent in 1990-92,

Improvements in the reglon’s food availability helped
reduce the share of the population suffering from.
nutritional deficiencies, yet about hall a bitlion people
in Asia and the Pacific are still chromcally
undernourished while many more suffer from other
dietary deficiencies. For the food security of these
people in particular, and the region’s population in
general, supply dismuptions arising from natural or
market forces can be catastrophic.

An increasing population density, environmental
degradation, migration to vulnerable areas and climatic
variations have made Asia and the Pacific the most
disaster-prone region In the world, An average of 35
natural disasters ocour in the region each year,
representing roughly 60 percent of the world’s total, A
flood i Bangladesh in 1987 reduced rice production by
35 million tonnes o 82 percent of nommal national
cutput. In 1991, 5 percent of China's annual harvest was
destroyed by floods as 4 000 state grain warehouses
were washed away and another 3 200 were swamped by
water. In'China it has been common o experience
droughts in the north and floods in the south. Cyclones,
earthgquakes, volcanic eruptions, fire, pest infestations
and other natural hazards have alzo taken their woll in
the region. Physical losses from natural disasters in Asia
and the Pacific were estimated by the Asian
Development Bank (AsDB to have reached about
$10 billion in 1990-97.

These damaging natural phenomena disrupt
production, storage and marketing or distribution
systens and have bath immediate and longer-tem
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consequences. Their effects can be panticularly
devastating for poorer families, whose household
strategies play an important role in coping with them, To
mitigate the effects of drought. for example, households
attempt o diversify income, barrow, share, sell assets
and reduce or diversify consumption.

National flood and stom prevention and management
strategies requine both structural and non-structural
measures, many of which need to be integrated into
rural development plans, Structural measures may
involve the construction of reservoirs, dykes,
submersible embankments and river channel
improvements. Non-structural prepamsdness measures
invalve maintaining aminimum adequate resane stock,

-eftective national food information and early warning

systerns, emergency reliel capability and a food reljef
contingency plan. These elements are frequently poorly
developed and are lacking, or not well integrated, in
poorer countries. Longer-term efforts can include
minimizing deforestation, undertaking reforestation and
other conservation measures, restricting or feducing
settlements n disaster-prone areas and investing in
appropriate physical infrastructure, education,
employment and income-generation activities in

those areas, '

Public distnbution systems have played an imporant
rolein protecting vulnerable groups in Asla and the
Pacific, accounting at times {or 25 percent of
consumption in China, 12 percent in'India, B percent in
Indenesia, 9 percent in the Philippines and up 1o 35
percent in Malaysia. As these systems are cut back to
increase efficiency, the importance of better targeting s

‘becoming more apparent.

Imports play an important role in supply stabilization
for many cereal-deficit countries, including non-wheat
producers and traditionally large cereal importers such
as Bangladesh, China) Pakistan and the Republic of
Korea. Projections from the study World agriculiure:
towards 2010 sugpest thal, by the year 2010, Asia will
need to rely on substantial imports of wheat in its
trepical countries, of noe where production costs are
high and multilateral trade commitments limit or
prohibit protectionism, and of maize where livestock
production is growing mpidly.

Relying on imparted supplies may be a cost-effective
way of meeting demand but may involve the risk of
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"'"‘"7“ price hikes or production shortfalls in supplying nations,
-.‘.? \ war or ather shipping hazards and politically motivated
] trade sanctions or diversions. There are also more
i/ I r:}.l normal trade difficulties relating to exchange rate
i fluctuations, foreign reserve shortages, port capacity and

storage and handling constraints. Some of these risks
may be mitigated by increasing incentives ior privately
held stocks, prepositioning government <tocks in deficit
areas, forming regional food security plans, impoving
Ear[r warming systems and negotiating long-term foocl
Import agreements. Steps in these directions have
already been taken by ASEAN and SAARC, which have
established food information exchanges, food loans and
subiregional emergency food reserves.

Reduced losses and improved inventory control
measures may reduce what are considered necessary
emergency stock levels: In addition, many developing
countries In Asia and the Pacific could Improve the
efficiency of their food marketing systems. In part, this

willl eceur with improvemenis in ransport, marketing
and energy infrastructyre. The region's trend towards
reduced state intervention is also vielding ¢learer
incentive structures and greater allocative efficiency.

To redduce the threats of supply shocks to regional
food security the main steps that should be taken are to
increase food production, generate emplayment and
incomes, improve water control and mitigate the shorn.
and medium-term negative effects that natural disasters
have on the nutrition situation by implementing the
measures mentioned above. The rapidly spreading
regional cooperation efforts throughout Asia and the
Pacific, together with the Asian Disaster Preparadness
Cantre, provide important venues for reducing tade

‘barriers and sharing. information, technology and
emergency food resources as a means to achieve these

goals,
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BANGLADESH

Socio-economic characteristics

Deaspite significant economic and social progress over
the past 20 years, Bangladesh remains among the
poarest countries in the world. With a per caput pross
national product ({GNPY of $220, less than that of both
Pakistan ($430) and India (§320), Bangladesh ranked as
the 13th poorest among 133 countries coverad by
World Bank'® rankings in 1996 With a population of
120 million living within a limited land area of 147 570
km?, Bangladesh is one of the most densely populated
countries in the world, supporting 800 people per km?)
Arcurrent rates of population growth (2,17 percent),

it isestimated that thetotal population could reach

175 million within 25 years from now. The urban
population has been growing rapidly, by 5.3 percent pes
year from 1980 to 1993, but 83 percent of the people
still live In ruraliareas.

Fifty percent of the Bangladeshi population lives
below the absolute poveny line*! and approximataly 40
percent of the effective labour force is underemployed.
Poverty in Bangladesh is closely associated with
landownership. Functionally landless (less than 0.2 ha)
households comprise 65 percent of the poor, while the
marginal landowners (with between 0.2 and 0.6 ha)
account for another 21 percent. The number of absolute
and hard-Coreé poor increased between 1985 and 1992,
especially in the rural areas; but later studies sugpest a
slight improvement in the levels ol poverty in recent
years, The proporiion of the population living below the
poverty line s reported to have fallen from 57.5 percent
in 1987 10 51,7 percentin 1994.% The prevalence of
extreme poverty is far higher among, female-headed
households, whose 1otal population may exceed four
million. More than 95 percent of these female-headed
households fall below the poverty line, of which one-
third are among the hard-core poor.™ Their incomes, on
average, are 40 percent less than those of male-headed
households.

More than 62 percent of the population in Bangladesh
is illiterate, and the country suifers from same of the
highest undernutrition and malnutrition levels in the
world, Although infant and child mortality rates have
improved since the mid-1980s, 84 percent of children
under the age of five are gill considered malnourished.
For centuries, predominant cultural perceptions in this
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region have disadvantaged women. Eating last and least
is an all-too-common ocourrence, with the result that,
contrary to the global norm, life expectancy for women
in Bangladesh s less than thal for the men. Bangladeshi
women are the most vulnerable to dietary deficiencies
and, as a result, have one of the highest maternal
mortality rates in the world — 490 per 100 000 lve
births in rural areas — largely as a result of the poor
nutrition of expectant mothers. The nutritional status of
the population points to significant gaps in food
consumption.

Natwithstanding these stubbomly difficult socio-
economic indicators, there have been some positive
developments in recent years. The economy has grown
by more than 4 percent annually ¢ince 1992, compared
with an average annual growth rate of 2.1 percent over
the previoos 12 years. Although still relatively low, the
percentage of literacy increased from 32 percent in
19917 to 38 percent in 1995; primary school enmolment
has increased by more than 50 percent since 1990, of
which almost half is accounted for by girls; the infans
mortality rate (per 1 D00 live births) has come down
fram 94 in 1990 ta 77 in 1994, the fertility rate has
declined considerably from 4.3 children per woman in
1990 to 3.4 in 1995; and family planning coverage has
been quite phenomenal: 45 percent of currently married
women under 50 years of age are novw using
contraceptives versus 25.3 percent in 1985.%

Macroeconomic policy and performance

Economic policy in the 1970 and 19805 was contained
in a serjes of five-year plans: Economic policy: aims of
the various governments in those years were rarely
achieved, partly because of unrealistic objectives and
partly owing to'a combination of problems arising from
the rise in world oil prices; natural catastrophes and
political disorder.

Since the late 19805, Bangladesh has been
undergoing structural adjustment reforms, Policies have
been aimed at liberalizing the economy and making it
market-based in order 1o raise growth, mainly by
reducing the role of the government and gliving
encouragement o the private sector

Bangladesh has initiated & number of structural
reforms which encompass iiscal, financial, trade;
institutional and industrial policy reforms, public
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resource management and privatization. Efforts are
being matde to restructure and/or privatize state-owned
entefprises, most of which are incurring operating
losses: Fiscal policy seeks to raise additional revenue
(through the improvement of tax laws; structures-and
management); contain and switch public expenditure
and enhance incentives for private investment, The
external trade sector has been liberalized through steady
reductions in import tariffs, and the government has
been pursuing a flexible exchange rate policy in an
effort o improve international competitiveness. |ts
monetary policy also aims-at flexible and indirect
management of money and credit growths With the
exception of three rendlng CAIEROTIES :agncurrure, small
industry and exports), intere<t rates have been
decontrolled.

The reforms have contributed 1o significant economic
propress over the past decade. Up until 1993/44, the
BCONDMTY Was ra.pmdlng favourably, The inflation rate
fell from 9.8 percent in 1985/86 to 5.3 percent in
19590/91 and down (o 1.8 percent*® in 1993/94. There
was a shamp decline in the curment account deficit as a
result of a rapid rise in exports of non-traditional items,

~suhas garments and fisheries, combined with a sfow

growth rate in imports. Thus, the current account deficit
dropped from 6.7 percent of GDP in 1984/85 10 4.5
percent in 1989/90 and again to 1.6 percent of GDP an

all-time low, in 1993/94. The country’s foreign exchange

reserves-stood at $3.2 billion, enough for covering more
than seven months of imports, in 1993/94. Government
revenues increased to about 12,2 percent of GDP
(1993/94) as opposed 1o 9 percent during the 1980, and
the budget deficit as a percentage of GOR declined
from 8.4 percentin 1986/87 to & percent in 1993/94

Asudden turnaround in these positive perfarmances,
however, took place in 1994/95 and 1995/96, the years
imwhich Bangladesh experienced devastating foodgrain
shortfalls. The rate of inflation climbed back to 5.2
1riércenl, export growth slowed. the cumrent account
deficit increased considerably {owing to increased
foodgrain purchases from abroad) and the foreign
exchange reserve declined 10.$2.03 billion by the end of
1995/96.

Since 1989 annual GDP growth has consistently
remained between 4 and 4.5 percent, but below the
target rate of 6 percent considered sssential forany
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significant Impact on poverty alleviation, The main
sources of this modest growth have been in large-scale
inclustry, construction; transport and allied services and
trade services, Despite impressive industrial growth in
the 19905 (led by the expon-oriented gaments
industry), the industrial sector still accounted for only
11.5 percent of GDP in 199506, with 34 percent of the
sector’s contribution coming from small-scale, usually
traditional, industry.

For the short to medium tenm, the primary objective of
the new government’s economic policy is toincrease
the growth rate to 6 or 7 percent, while keeping inflation
down, through manufacturing, services and agro-based
mdustries. The government has identified three broad
areas covered by the reform programme 1o ittain these
gaals: if private sector development; il improvement of
public sector management; and iii) poverty alleviation,
human resource development and enhancement of
environmental mesources,

Agriculture in the Bangladeshi economy

Agriculture is the single most important sector of
Bangladesh's economy. It s the principal source of
income and livelihood of the vast majority (80 percent)
of the population, emploving approximately 66 percent
of the labour jorce. Fifty-seven percent of the labour
force is engaged in the crop sector which represents
about 78 percent of the value added in the agricultural
soctor. The share of agriculture in GDF has fallen trom
around 57 percent in the 1970s to 35 percent in-recent
yisars bt is still the largest economic sector® It is also
the spurce of many of the small industrial sector’s raw
materials; such:as jute, and accounts for 32 percent of
the value of exports, In short, agriculture is the driving
force behind economic growth in Bangladesh anc,

as a result, increasing food and agriculiural production
have always been major concems of Bangladeshi
policy-makers,

Within the crop sector (rice, wheat, pulses and jute),
rice dominates, with an average 71 percent share of the
gross output value of all crops. As a resull, growth in the
agn.m[mral sector essentially mirrors the performance of
rice production; although the share of livestock and
fisheries has increased steadily in recent years to 22
percent of the value added in agriculiure,

The possibility of natural disasters is a constant threat
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tor Bangladesh, The country has been, and will continue
to be, particularly vulnerable to sudden floods, cyclones
and even droughts. Mulnerability to natural disasters and
a heavy reliance. on annual rains for the main crop
performande are the cause of severe fluctuations in
foodgrain production and prices and also very erratic
GOP growth. Losses of both food and cash crops. are a
common occurrence, seriously disrupting the entire
econamy by precipitating unanticipated food impon
requirements. This in tum reduces the foreign exchange
availability necessary for imponts of essential inputs for
manufacturing and industry and, as a result, causes
shortfalls in exports.

Bangladesh is the world's leading exporter of raw jute
and jute products, including carpet backing, twine and
sacking. It accounts for as much as 25 percent of world
jute production, 85 percent of world jute fibre exponts

-and 44 to 55 percent of exports of jute manufactures.

The fibre's prominence in agriculture, as well as in the
economy of Bangladesh, slipped diring the 1970s and
19805 as world demand fell as a result of competition
from synthetic substitutes. Consequently, the jute
industry, which contributed 54 percent of total export
eamings:in 1984/85 accounted for cnly 11 percent a
decade fater. Overtaking jute in 1987/88 as an export
earner; the garments industry. has emerged as the
country’s most important export sector. Garment exports
comprised 57 percent of export eamings in 1994/95, up
trom 11 percent a decade earliers. Since garments exports
require corresponding imports of other items, such as
fabrics, yam and buttons, the net benefit of the garments
industry to export eamings in 199495 was, however,
only 29 percent of the sector’s gross export earnings. ™
There ame clear indications that the industry is beginning
to lose momentum and speculations that pressures on
the industry are likely to intensify as countries such as
China and Viet Nam develop their garments industries.
Export earnings from fish and fish products, in
particular shrimp, are also sizeable (See Box 8, The
{isheries sector in Bangladesh, p. 148), followed by
export eamings from the leather industry. Matural gas
production is of increasing impotance. Its major
product, urea lertilizer, has more than doubled in outpu
in the last decade and the country now expons fertilizer,
mainly to neighbouring Asian countries. Within the
agricultural sector, tea follows jute as an important cash

= —IlT



ASEA AND THE PACIFRC
——
&
s o

A

» thid,

crop and export product; however, it represented only
1 percent of the country’s total export eamings in
199405

Bangladesh has-a narrow resounce base, except of
course its human resource potential. Industry in the
couniry i1s:at present not-large enough to suppon the
colntry through export earnings, or by employment
genertion. The opportunities for diversifying the
economic base in Bangladesh are limited and the
counfry continues to run up.a heavy trade deficir,
reflecting its dependence on imports {or most essential
goods, such as machinery, equipment and petroléum
products, and the decline inthe real prices of its
traditional staple exports of jute, jute manuiactures and

tea. Although levels of domestic saving and investment

have been growing in the 1990s, they ane still low and
act as a constraint to the country’s economic growih and
development.

Towards seli-sufficiency

Bangladesh became a perenmially food-deficit country
in the late 19505 Linnl then, farmers were-able to
produce enough grain to meet the food needs of the

“population, with the help of imports in times of natural

disasters, crop failures, war, etc Afterwards, however,
population pressures began to take their toll, Threats of
mass starvation have been felt several times since
independence owing 0 droughts and severe floods, but
a famine of sighificant proportion only struck the
country 1n 1974 when world food production fell toan
all:time low and world food prices rose sharply, At that
time, thers was insufficient food aid-and the country did
not have enough foreign exchange resources to buy all
the grain it neaded in the world market. Because of the
subsequent combination of increased food aid
allotments from donors and the government's import
programme and increased capacity to finance food
impars, the days of severe famine were put to an end.
Howsever, persisting, widespread and endemic
malnutrition as well assemi-starvation among the
rmajority of the rural population are still far from over. In
fact, a downward trend in the daily per caput intake of
cereals, pulses, vegetables, fruits and meat can be seen
over the last few decades in rural areas as well as at a
national level. For example, rice intake in rural
Bangladesh in 1995/ was 427 g per caput. In



ASIA AMD THE PACIFIC

&
J

YA

K. Jahan, 1996, Mutrition
arrvey of Bangldesh, 1995-
% = a preliminary report,
Institute of Mutrition and
Found Science, Dhaka
University, Dhaka,

" WFP 1997, Bangladesh
Foodgraim Digest - Felwuary
1997, Dhaka.

134 |

— - —— -

1981/82, 197576 and 1962-64, the levels of intake
were 451, 493 and 505 g, respectively. There was only a
slight Increase in cereal intake in urban locations in
1995-96 compared with 196264,

Bangladesh’s dependence on food impons and, in
particular, food aid throughout the years has been cause
tor concern, Food imports in Bangladesh currently
represent approximately 18 percent of total imports
{down from 26 to 30 percent duning the 1980s) and
absorh 34 percent of total expont eamings (down from
50 to 70 percent during the 1980s); In 1990/91, jood aid
representad 98 percent of fotal food imports but this has
been reduced considerably to representing 30 percent of
tofal food importsiin 1995/96," The significant
difference’has essentially been made up by private
secior impors which began in 1992/93,

The ovemiding objective of all agneuftural policy and
development since independence in Bangladesh has
been to achieve self-sufficiency in foodgrains and. in
particular, nee production -In reality, what has actually
been sought is a substantial acceleration in the growth
rate of domestic food production and a decreased
dependence on or elimination of food aid in the long
term. The emphasis on accelerating food production in
Bangladesh stems from the country's excessive
dependence on food imports, jts precarious external
account situation and its perceived comparative
advantage in food production: Bangladesh has excellent
soils, rechargeabile aquifers that are easily tapped for
irrigation, an abundance of low-cost labour in its rural
areas and a climate that allows crops 1o be grown the
yiear round

With the availability of; high-yielding varieties (HYVs),
rice has contributed significantly to the progress towards
seli-sufficiency. Despite the significant inroads wheal
has made in the Bangladesh) diet, nice has been and
cantinues fo be the favoured foodgrain {n the country, A
large: percentage of the wheat consumed In the country
has been distnibuted in kind through welfare
programmes, and this practice has restncted market
demand. Moreover, wheat yields, which are very
sensitive to the weather, require long and cool winters
which are not found-in Bangladesh.

Rice is the principal staple food of the Bapgladesh
people and constitutes 95 percent of the cereals
consumed. Rice cultivation is the majtr source of
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liwelihood for the large majority of farmers of Bangladesh
and it accounts for more than 74 percent of cultivated
area, B3 percent of all frrigated area and 88 percent of
thee total fertilizer consumption in the country.™ In the
Bangladeshi diet. rice accounts lor approximately 68
percent of caloric intake and 54 percent of protein
intake: The weight of rice in the consumer price intex
(CP1 Is about 62 percent. In a social, political and
economic context, rice is a significant crop in
Bangladesh; il dominates all ather economic activities

and consumes a considerable amount of foeign

exchange.
Although Bangladesh-continues 1o be a net importer
of food, impotting on average 1.5 million tennes of rice

annually, it has achieved substantial gains In foodgrain

production during the last two decades. From 19659/70
6 1992/93, the cropping intensily increased
significantly; with foodgrain production almost
doubling ™ Rice, the dominant crop, increased from 11.2
million tonnes in 1970 toan average of 18.2 million
tonnes in the earky 1990s2* In the crop years [rom 1989/
90 to 1992/93, Bangladesh produced bumper harvests of
foodgrains, averaging 19,1 million tonnes per year, with
a record production in 1992/93 of 195 million tonnes
Imuch highet than the:average of 16.4 million tonnes
during 1985-89) For the first time in history it appeared
that Banpladesh was close to attaining self-sufficiency in
{oodgrains.

In 1993/94 and 1994/95 foodgrain production
declined as a result of droughts and floods as well as the
farmers” response 1o the fall in the price of nice from the
bumper harvest of the preceding year This was
evidenced by more than a 2 percent reduction in the
areasown;-a decline in irngation demaned and more
than a 4 percent decline in fenilizer consumption **

The country faced one of its langest foodgrain

sshorfalls evor in T99495, owing in par o a sevens

fertilizer crisis and leading 1o a resurgence of large food
imports and high cereal prices. In both 1994/95 and
1995/96 crop years, Bangladesh imported (through food
aid, private sector imports and commercial imports by
the governmenth approximately 2.5 million tonnes of
foodgrains. The shortalls sent foodgrain prices soaring,
a situation which continued until April 1996 when goo
boro (dry season) harvest praspects started 10 dampen
the market.
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The recenl trend in foodgrain production has nat been
positivie. The agricultural sector is now confronted with
tow and stagnating yields of most crops, including rice,
and the food gap between domestic production and
demand has actually widened (Figure 9. In spite of the
fact that rice production has increased at a higher rate
than the rate of population growth during the last
decade, and despite the fact that there are both public
and private impors each year, the daily per caput food
availability of foodgrains in Bangladesh has not reached
the standard foodgrain requirement or tamget
consumption level of 454 g since 1991/92 (Figure 10,
Given that food avatlability is not equitably distributed,
It is clear that the situation is worse for the poor than
these figures would lead one 1o believe.

The:pattem of agricultural growth over the past two
decades suggests that vinually the entire growth
achieved in cropagnicultire has been due to the
increase in foodgrains. The principal sources of growth
came predominanty from boro rice, followed by aman
twet season| rice and, toa small extent, wheat (output of
wheat grew from about 100 000 to 1.3 million tonnes
between 1971/72 and 199586). The sucoess in
accelerating rice production in the 19805 can be
attributed almost entirely. to the conversion of local
varjeties to modem HYVs and, as a result of changes |n
the policy environment, the adoption of irrigation and

fertitizer technologies, which has enabled intensive use:

of the boro months,

As a result of the heavy emphasis on rice production,
yields of other non-cereal crops such as pulses,
potatoes, oilseeds and vegetables have stagnated. Land
used previously for pulses has been converted for nce
production. There have been modest increases in the
yvields of local rice but the average local yields have.
bean 50 percent.of those of the HYV rice. However, of
lite, it is the yield of modemn varieties that is showing
signs of stagnation,

Agricultural policy reforms

The focus of government agriculiural policy has so far
been on foodgrain production. In the early 1960s, the
government launched a “grow more food” campaign,
with a package of policies that included direct <tate
involvement in the procurement and distribution of
madern agriculural inputs at highly subsidized prices,
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support to agneultural research and extension and
public investment on water resource development
Recent reforms in the agricultural sector have been an
essential and integral component of the ONROing market
liberalization policy reforms.

These current reform measures support the main
obfectives of the government's food policy, which
includes:

* affaining {otd self-sutficiency;

s ensuring food price stability with less subsidization;

* improving food availability to vulnerable groups:

* promoting gréater provate sector participation in
foodgrain trade.

During the [ast two decades; government control of
ferilizers, pesticides and irngation equipment has
pradually been withdrawn. The import and dlsmbulmn
of these inputs are now the responsibility of the private
sector Import duties on other agricultural inputs,
machinery and parts have also been gradually reduced.
Wit the exception of cerain nationalized tea estates,
the production of agr:-cu[tural produce is now

completely in the hands of the private sector. A fair

amount of agncultural processing, for example rice
Processing, is also carnied out by the private sector,
However, some facilities, such as jute mills and sug.ar
factories, are still state-controlled.

The overnding impact of deregulation and
liberalization has been increased access to improved
technology (including minor irrigation equipment,

fertilizers; power tillers, pesticides and seeds, owingto a

substantial decline in their prices) as well as large-scale.
private investment in agricultural machinery. The key
element in enabling the shift from traditional rice
varieties to HYVs has been the spectacular spurt in
minor irrigation development (particularly low-cost
shallow tubewells). The share of poweririgated
cropped land increased from 17 percent in' 1979:81 to
31 percent in 1989-91 and again jumped to 40 percent
of total crop-growing area by 1993/94. In the three-year
period from 1989 101991, the irrigated area expanded
by almaost 700 000 ha, which was more than the total
irigated area added during the previous sight years,
Between 1988/89 and 1994/95, 197 784 shallow
tubewells were installed, The expansion of modem
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irrigation facilities has also contribited to employment
opportunities in the rural areas.
LU While fertilizer liberalization has induced good
Al

progress in rice production, the present urea pricing
policy is not consistent with the general orientation ol
trade and exchange rate liberalization. The
manufacturing of urea has yet to be privatized. Urea is
produced from subsidized gas and sold at below
production: cost by the public sector (Bangladesh
Chemical Industiies Corporation) directly to the dealers.
Its cheap market price therefore emains lower than
triplé superphosphate (T5P) and muriate of potash (MP).
It is reported that, .asa result, fammers are not using TSP
and MP in the required quantities, while they are
overusing urea to the detriment of soil fertiling. The
artificially low price of urea has also given rise to its
scarcity and to rent seeking by those with access to
rationed supplies. This, in fact, was the cause of the urea
crisis in 1995 and the early part of 1996. Despite the
lowering of the issue price of urea; interferance and
hoarding of rationed supplies by entrepreneurs caused
the retail price to increase to such an extent that
{ertilizer application decreased significantly. This
ultimately caused substantial losses in rice production
during that year, which led to severe food shorages,
escalated food prices and rising inflation: This resulted
in backtracking with respect 1o fertilizer pollcies; the
‘government has reintervened in fertilizer distribution by
cantrolling the appointment of dealers; allocating their
fertilizer quotas and delineating their command area.

Iy line with the gavernment seed policy approved in
late 1992, responsibility for the multiplication,
processing and marketing of improved seeds was
transterred from the Banglacesh Agriculture
Development Carporation (BADC to the private sector.
Although the BADC is still involved in seed distribution,
the private sector is now permitted (o import any
improved germplasm for research and development and
tos develop its own facilities for producing foundation
seeds: It is also allowed o import seeds, except for the
five “notified” crops (rice, wheat, jute; sugar cane and
potatoes). The private sector has now. been importing:
hybrid seeds of maize, vegetables, sunflower, sorghum
and rapeseed for the last few vears. It is also now
producing potato seeds in limited quantities from the
foundation seeds provicded by the BADC. It js not,
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however, interested in the production of foundation
seeds of any crops because of the high investment
requirement.

With the privatization of seed distribution, Bangladesh
still faces a current problém with seed quality and
varietal replacement. The genetic and physical quality
of seeds has been deteriorating. The physical quality of
seedds can be maintained through effective processing,
quality control, chemical dressing, handling and
storage. ™ However, it is very difficult 1o maintain the
physical quality of seed at the farm level, since farmers
retain 95 percent of seeds from earlier harvests rather
than renew their seed stock by buving cenified seeds.
The production and distrnbution of quality seeds are
insufficient 1o meet the diemand. The BADC currently
has a 3 percent seed replacement ratio but, according fo
natibnal experts, & 10 percent ratio is needed as‘a basic
mimmum if Bangladesh s to continue on its agricu ural
H,mwth path towards seli-sufficiency

The government has moved away from its previous
intervention in the foodgrain market. In August 1992, it
removed impont restrictions on foodgrains for the first
time. Private traders responced immediately by
importing more than 300 000 torines of wheat by the
end ol that year. The private sector imported more than
one-third of tofal foodgrain imports.in 1995 10 1996,
The government has also substantially downsized its
food distribution system by eliminating the highly
subsidized rural rationing channels and drastically
reducing the total volume of distributed food. The rural
rationing programme hadl cost the government $60
million in subsidies each vear, and it 15 estimated that
70 percent of the foodgrains did not reach the intended
beneficiaries of the programme: Because of the partial
privatization of grain trading and the partial dismantling
ol the Public Fead Grain Distribution System, the

‘government has reduced public spending for food

subsidies and has significantly reduced domestic
procurement of foodgrains. It has been giving higher
priority 10 the non-monetized targeted programmes such
as food for work, vulnerable group development, rural
maintenance and food for education, the first two of
which are largely supponed by international food aid.
Allin all, the macroeconomic and sectoral policy
reforms have reduced several price distortions and made
allecative decisions in the agricultural sector more
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sensitive to price signals in external markets, The role of
the private sector in agricultural inputs and the provision
of services has been substantially enlarged, While, an
the whole, most privatization policies have bean
successful, there are still short-term hurdles that need 1o
be overcome, as evidenced by both the fertilizer crisis
and the seed replacement issue. Even il market forces
sventually stabilize the <ituation, it is the poorer farmers
who are likely to be the hardest hit by the shorn- 10
medium-term impacts.

Challenges faced by Bangladeshi agriculture
Being an agriculture-dependent economy with a
arowing population and one of the world's lowest land
areas per caput, the most important issue in Bangladeshi
agriculture is to enhance and sustain growth in crop
production. The most pressing problem is theselore the
gurrent state of stagnating vields and declining
productivity in .a range of food and non-food crops,
Projections of foodprain supply and demand are
consistent in their conclosions that there is a widening
foodgrain supply gap

With negligible scope for area expansion, as most of
the arable lands of Bangladesh are already under
cultivation, futire growth will have to continue 1o rely
on rasing productivity. per unit of land. For this reason,
continuouy efforts are being made towards developing
new improved seed vareties. It is also felt that the

‘agricultural sector has by no means exploited its fulf

potential for crop production and that there are various.
opportunities for substantially increasing cropging.
intensities, Cumently only 40 percent of the potential
irrigated area is actually irrigated, while only 55 percent
of cultivated area 15 covered by modem varieties and,
most important, there are wide gaps between the
potential and the realized yields for all erops in

the country,

Narowing gaps between actual and potential yields,
hiswever, is easier said than done, for there are various
undeslying issues and constraints in terms of '
productivity that are beyond the bounds of rechnology
and another green revolution. To think that the growth
of crop production and the goal of self-sufficiency
depend almost entirely on technological progress is not
on Iy deceiving but also detnmental to the long-term

sustainable development of the country. Aside from the
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fact that Bangladesh is prone to frequent natural
disasiers, there-are other significant factors; both
institutional and socio-economic, that play a part in
determining the productivity of the agricultural sector
and food security situation of the country, These
include:

* |andownership;

= environmental degradation;

» crop diversification;

* social and physical infrastructure and support
Sy iCes

Landownership. The core problem [acing Bangladesh is
the scarcity of land. With a high and increasing rural
population, farm sizes are declining rapidly and
landlessness is rising. According to inheritance Taws,
land is divided equally amaong siblings and such
fragmentation of landholdings is beginning 1o have
serious repercussions. In general, frmgmented
landownership acts as an obstruction to modernization
by reducing efficiency-and deliverability of <ervices.
Smaller farms have |e<s access to credit, machinery and
other IJ-II:IdI.H:tI‘.’ﬂ?-EFIhHﬂEIng inputs. They also have less
marketing flexibility, The dwindling per caput land
resoUrce is, as a result, one of the causes of persisting
poverty and foed insecurity in the country,

While most farms are becoming smaller in
Bangladesh, about 10 percent of farm households pwn
and operate 51 percent of agricoltural land, while the
bottom 40 percent own only 2 percent.”® The category of
larger landowners has been increasing in size and
power. The majority of fanmers in Bangladesh are
sharecroppers orwork the land as labourers for large
tandowners. There are vanous tenancy arrangements,
shmecmpmng being the most prevalent, under which
the tenant agrees to bear all costs and pay 50 percent
fand in some cases twio-thirds) of the gross produce 1o
the landowner, In some parts of the country, landowners
anel tenants share the fertilizer and irrigation costs for
growing HYV rice, in some cases, the tenancy
arrangement is changing (rom sharecropping o a fixed
rent, which s more conducive to the intfroduction of
HY Vs Owing to the insecurity of tenure for most
farmers, however, there is little incentive for farmers to
think in terms of long-term sustainability of the land. As
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a result, investments in the long-term productivity of the
land are not made, and short-term inputs and practices
lacking environmental concemn prevail,

Environmental degradation. Bangladesh's land
resources are showing signs of fatigue which is resulting
in the stagnation of vields of imporant crops. Although
the adoption of modemn vaneties has increased, their
yvields have fallen in mcent vears. During the green
revalution, for example, 1 kg of added nitrogen fertilizer
produced 20 kg of grain, while now it only produces 8
1010 kg, Declining productivity as a resull of sail
degradation js now a key constraint. The organic matter
of more than 50 percent of cultivated soils in Bangladesh
15 said to be below the crlical level of 1.5 percent and
still declining at an alarming rte ** A number of soil-
related problems have emerged, owing particularly 1o
current agricultural practices such as the insufficient and
unbalanced application of fertilizers and the
monocultural cropping practice used in rice production,
Salinity, soil erosion, micromitrient deficiency,
waterlogging and alkalinity are |ust a few of the soil-
related problems. Linless the use of balanced fertilizers
and organic matter in soils are seriously considered,
increased and sustained productivity cannot be
achisyved

Many are beginning to wirmy about the exploitation of
groundwater and the long-term fiture of tubewell
irrigation. which provides more than 60 percent of
irrigated area and has been the mam catalyst of growth
in rice production. The intensive and increasing use of
shallow tubewel ivigation has led to a lowering of the
water table in many areas of the country’s nerth and
northwestern parts. In pernods of drought, many
tubewells have begun to dry up totally. The quality of
groundwater s also deteriorating because of the
excessive use of chemical pesticides. Increased pest
populations have been a direct result of crop
intensification through HYVs, and this has had direct
and disturbing implications on human health.

In some cases, {or example in the coastal areas, land
conflict exists between shrimp and rice cultivation,
Saling water needed for shrimp cultivation pollutes
adjacem paddy irice] fields and degrades the soils,
making them unfit for crop production. One particularly
significant and difficult issue is how to deal with the
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problem of entreprencurs who are known to comea n,
rent the land, produce shrimp for export and then move
o, leaving behind the problem of salinization.

The need for ecosystem management, i.e. plant
nutrient and water management, has been generally
recagnized in Bangladesh and is currently being pushes
wholeheartedly by MGOs such as Proshika. The
difficulty lies in trying to convert people’s agricultural
practices, which were dramatically changed by the
green revolution, to ecological agricultural practices,
Smce hime is required to convert properly from old 1o
new practices and actially to see increases in yields
(because of the time the <oil needs to rejuvenate), it is
difficult to convince fanmers to change their habits. For
the Jarge majority who do not actually farm thelr own
land, there is not much incentive for them 1o adopt new
practices, Until farmers convert to ecological practices,
if indesd they do atall, they will continue o spenc an
increasing amount of resources on agricultural inputs; as
maore and more of these are required], and they will
continue (o receive (855 in nel returns.

Crop diversification, With rice occupying almost 75
percent of the -:mpp_cd area, followed by wheat which
odcupies apgproximately 4 percent and jute which
occuptes approximately 3 percent, less-than 20 percent
of the cropped area is devoted to a range of other crops.
It appears that the benefits of crop diversification in the
country are well known ane have been recognized for a
long time. However, all efforts seem to have been
consumed by the domination of rice production and, as
a result, the area under non-ceseal crops has continued
to diminish. The government has now recognized the
urgent need for agncultural diversification; and a shift
towards this end is beginning to take place, although -
some would argue — at an unprogressive pace.

There are several immediate reasons why the focus of
agricultural growth should incorporate more than the
emphasis on foodgrain production alone and include
several non-rice crops such as maize, pulses, oilseeds,
potatoes and other vegetables as well as poultry,
livestock and even sariculture production:

i) Bangladesh's serious nutrition predicament necds
immediate attention. While the diet of the average

Bangladesh| meets carbohydrate requirements, it is
grossly deficient in proteins; vitamins and minerals.



ul Enlarging the cropping possibilities for Bangladeshi
farmers will enable them o allocate their productive
resources optimally and maximize their income. There
are many opportunities o diversify farm products and
by-products in support of agro-industries. i) As already
mentioned, the current copping system, with its
overdependence on nce production throughout the
yiar, is detnmental 1o soil fertility, It also makes the
crops easily susceptible to pest attacks. Crop
diversification can help maintain a better soil structure
for long-temm sustainability iv) A good proportion of the
crops that are currently imported could be substituted
through domestic producton. Wheat is such an
example; while the issue of taste was 3 constraint fo
increased wheat production and consumption in the
mid-1970s; wheat has gradually become part of the
rural diet, Mot only does it require four times [ess
Imigation than rice, making it ultimately less costly 1o
produce, but it is also far less damaging to the
environment. Cn the other hand, climatological
-constraints limit prospects for increasing wheat vields
significantly, ¥} With the sgnificant decline in jute
production, together with the limited opportunities and
intense overseas competiion for rice exports,
diversiication is essential for agriculture to break inta
export markets and continue to make a significant
contribution to GDR

There are some obvious obstacles to agricultural
diversiication which nead ta be addressed. The
development of modem fechnology for rice and wheat
has impeded the development of seeds for other crops
and reduced the competiiveness of pulses and otlseeds,
which are important sources of protein for the poor.
Additional research is needed o develop suitable HyVs
and to make them competitive with modern varieties of
rice and wheat. Thereis also an inherent difficulty
associated with intercrop conflicts arising from
competition for liniited [and area. Potatoes, vegetahles,
bananas, onions and spices are all easily produced in
Bangladesh. However, up to 10w, storage and transport
infrastructures have not been substantive enough o
inspire the adoption of these Crops on a large scale,
Farmers have been discouraged by the high price risks
associated with the marketing of these crops. Momeover,
there has been inadequate extension of on-farm water
management technology for non-rice crops. For a crop
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* Food security exists when
Al people, at all times, have
physical and economic access
to sufficient, safe and
nutretious food 1o meet their
dictary needs and food
proforences for an sclive and
healthy life, (FAD. 1996
World Food Summil Plan of
Action. Rome.)

diversification programme 1o be successful, it will be
necessary o create effective demand for the output
through price suppornt policies, education and consumer
maotivation and by ensuring a viable market with
appropriale import and export policies.

Social and physical infrastructure and support

services, The mural areas of Bangladesh. suffer from
severe constraints in ferms of inadeguate social and
physical infrastructure and publlic support services,
Government extension services, for example, are very
wesak and bureaucratic. They are also technology-driven
{pushing rice production} as opposed to people-driven
tresponding 1o the interests of the farmers). The fact that
the yield difference between demonstration plots and
tarmers’ plots s significantly high in favour of
demonstration plots is in part indicative of weaknesses in
extension activities conceming management practices,

Itis very difficult to disseminate infermation in the
rural areas, especially with respect 1o 1echnological
options, as the vast majority of farmers are illterate and
have limited means of communication available to
them; Cooperatives are slowly beginning 1o emerge but,
on the whole, there is curnently very little sharing of
knowledge or best practices.

Access to financial services is imited in the rural
areas, especially for the vast majority of smallhaldess,
Small and marginal farmers generally have no access to
lank credit, as they lack the required collateral, NGOs
such as the Grameen Bank and Bangladesh Rural
Advancement Committee (BRAC) try to make up for this
by providing tameted credit 1o poor rural households,
but the actual beneficiaries are still a small minority,

Lack of access to omganized markets is another
common censtraint as well as the lack of physical
infrastructure such as feeder roads, a riverine transport
network, bridges, stores and refrigeration units, to name
a few. In good production years, farmers have been
victims of distress sales; since they have been forced to
sell at extremely low prices in order to get rid of their
produce because of @ lack of storage facillties.

Mew phase of agricultural development

‘Although Bangladesh has approached foodgrain self-

sufficiency at a national level, food security ® has yet to
be concretized, especially at the household level.
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Access to food remains a sighificant prablem, with o
sizeable proportion of the rural population still suffering
from chronic and transitony food insecurity. Food
insecurity in Bangladesh is closely linked to poverty:
nearly hali the population is simply too poor to obtain a
reasonable share of the food that is available in the
marketplace. The alleviation of widespread poverty is
theredfore a major challenge to the Government of
Bangladesh.

The agricultural sector in Bangladesh clearly has
major potential for contributing to averall GDP growth
and poverty alleviation, especially considering that 62
percentof household income is spent on food,
However, increasing rice production is pot enough.
Bangladesh is now entering a new and challenging
phase of agricultural development; as has been seen; the
opportunities and constraints facing the agricultueal
sector over the coming years are different from those of
the past two decades. Many of the factors currently:
constraining growth in farm vields, incomes,
diversification and exports could be ameliorated
through changes in the policy environment, investments
i rural infrastructure and technological change.

The food self-sufficiency objective must be viewead in
termis of compatibility with other needs ol the people
and the economy, including forgign trade. It is time for a
departure from rice-led growth toa more diversified
procduction base that includes several non-rice crops;
such as vegetable and horticulture crops. The
diversification of agriculture, based ona better
exploitation of international markets, is essential for
broad-based growth in agriculture: Agricultural research
and the identification of comparative advantages of
agricultiral products have to be re-examined I light of
the need for diversification.

An-agncultural development strategy based 'on the
abalition of subsidies, the privatization of the delfvery
systam of inputs, and an emphasis on the need for
further development in high-quality seed and irigation
technologies is not enough to yield the desired results.
Accelerating improvements in rural infrastructure is
essential not only for the intensification of loodgrain
production: but also for facilitating diversification and
expanding off-farm activities. Transpor infrastructune will
not enly help interms of employment generation but
also by linking rural areas to major markets, "The key to



Bangladesh is one of the richest countries
in the world as far as inland fishery
resources are concerned. The fisheries
sector contribules to the national economy
in a number of significant ways, playing a
major role as a source of nutritien,

8 percent of agriculiural GDP, roughly

5 percent of total GDP and 12 percent

of export eamings. Marine and inlard
fisheries provide full-time jobs to approxi-
mately 1.5 million rural peaple and pari-
time: work for mere than 11 million.
Despite a decline in fish consumption since
the 19705, 71 percent of the datly per
capul animal protein intake still comes
from ifh. The fisheries sector has been
growing at approximately 2.3 percent per
annum over the past decade.

Much of Bangladesh is a vast delta
than 700 other rivers and streams, The
floodplain is rich in fish, and about one-
third of the country is under water for six
manths each year. Fish ponds, which
account for about 85 percent of the tolal
aquaculture-based fish produetion, and
tanks are also extensively spread over the
countryside. Such freshwaler resources
explain why inland fisheries (capture and
culture fisheries) account for just over
three-fourths (77 percent) of the country’s
total fish production. The remainder comes
from marine fisheries.

Despite the recognized importance of
this resource base, the fisheries sector is

under severe stress as a result of overfish-
ing, uﬂmn‘nmﬂudlﬂdﬂdap:dr
tion and the uncoordinated, multiple use
of water badies. Capture fisheries produc-
tion has been disrupted and seriously
threatened by a profiferation of Mlood
control interventions, drainage, road
embankments, irrigation systems, pesti-
cides and fertilizers. For example, major
carps such as, katla, mrigal and rui, which
used to account for up to 20 percent of
the open water fish catches, now consti-
tute less than 1 percent. The failure 1o
maintain the wetlands in the face of
radical engineering interventions is
undermining natural fish production and
canals and estuaries are silied up. [Lis
estimated that, within the next ten years,
the annual loss in fish production could be
equivalent to 12 1o 18 percent of today’s
catches i this process continues al the
present rale.

Iramically, the same agricultural policies
and projects that allowed rice farmers to
increase their productivity and helped
some landless to find more work often did
so al the expmse of open access capture
fisheries. Water control projects, intended
o create favourable conditions for rice
production, frequently decrease flood
duration and area. Embankments and
regulators, for example, prevent fidh from
successfully carrying oul breeding
migrations, while structures (o stop bank
overtopping and lateral floading lead to
sedimentation further downstream,
thereby adversely affecting fish production
in river channels,




The resulting decline in inland capture
fisheries is especially threatening for those
Bangladeshis who depend on this open
acoess resource as their only source of
animal protein. The intensification of lease
halding has also had profound efiects on
access by the rural poor to inland fisheries.
Fisheries development projects that impose
beasing systems are depriving the poor of
their traditional fishing rights and heritage.
The government’s new fisheries
‘management policy, however, has
recognized the problem of the poor's
access 1o common property resources and
aims to bypass entrepreneurs and give
ficences directly to the genuine fishermen,

While the fisheries sector is facing
Infrastructural, environmental and socio-
economic hurdles. there have been some
recenl positive developments: although

inland capture and marine industrial
fisheries have declined, there has been
steady growth in aquaculture technology
in shrimp farms and ponds; considerable
eiforts have been made to introduce rice-
fish culture technology (the NGO CARE is
currenily doing extensive work in this
area); private sector activities such as
hatchery development, processing,
prﬂﬂ'uﬂhniﬂhpﬁ‘llﬂrtupmdﬂ
substantially in recent times, and the
government is gradually implementing
measures to mitigate emvironmental
damage to fisheries. While there is still
much to be done, these and many other
planned improvements may expand
Bangladesh's opportunities for both
domestic and export production and
contribute further 1o the country’s social
and economic development.
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agriculural development in Bangladesh lies in
transforming the traditional peasantry of Bangladesh into
agricultural entrepreneurs. The cultivators do not lack
mativation, they lack expertise and resources.”™' As
such, human resource development and the spread of
education are e<sential, Efforts should also be made to
ensure the avallability of credit at reasonable rates of
interest and with greater access for small fammers and
the marginalized, including women, The strengthening
ol extension services {or both food and non-foad crops
is & key concern. The marketing system, currently oneof
the weakest links in the development of Bangladeshi
agriculture, needs 10 be developed. Linkages with
MNGOs, which currently have the clusest cantact with
rural farmers, sspecially the marginalized ones, would
facilitate the development of all these areas. Of equal
impartance is the need for support services to facilitate
private sector investments in rural areas.

The development of rural infrastructure can contribute
enormously 1o raising agricultural production but
thoughi must also be given to the development of a
mare sustainable mural economy. Considering the very
small size of the average landholding and the large
number of landless poor, opportunities in other sources
of sustepance should be expanded. Adequate farm and
off-farm employment and income-eaming oppornunities
(supported by technical, infrastructiural and financial
services) are essental for supplementing small farmers'
incomme and enabling landless labourers to eam their
livelihoods, Furthermore, the production patential from
integrated homestead development should not be
underestimated

Investment should therefore be geared towarels
activities with the greatest potential for credting a
dynamic and efficient economy in line with the
country's comparative advantage and for-alleviating
poverty, In this respect, export-based and labotr-
inteénsive growth is crucial for achieving sustained
Increases in growth-and emplovment opportunities and
consequent povery alleviation. In addition fo enhancing
the contribution of agriculture to economic growth,
fostering significant growth in potentially very dynamic
manufacturing industries, such as the garments industry;
should be viewed as a mutually suppodive objective.
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“ Covrdry data and estimates
in this section are from the
Econamic Commission for
Latin America and the
Caribbean (ECLALC),

LATIN AMERICA AND THE CARIBBEAN

REGIONAL OVERVIEW

Recent economic and financial trends indicate an
overall marked improvement in Latin America and the
Caribbean’s eoonomic situation and prospescts. Al an
estimated 3.5 percent in 1996, economic growth
rebounded sigmficantly from the depressed 1.3 growth
the previous vear, and is expected 1o accelerate to 4.4
percent in 1997 and further to more than 5 percent'in
1998, However, pedormances varied across countrjes
and subregions! The largest economies — Amgentina,
Brazil, Colombia and Mexico — expanded at rates of 3 to
4.5 percent, although in Argentina and Mexico such
rates only. represented a partial recovery from the
decline in economic activity the previous year™ Among
Andean countries, the Bolivian economy contimed o
expand at spstained rates of around 4 percent, while
growth in Ecuador and Peru was only about 2 percent, a
marked downturn in relation to previous years in the
latter country. ' Chile's sconamy remained booyant,
expanding by more than b percent for the fifth time in
the past s years and by an average 7 percent over the
period 19971-95. Growth slowed down [n most countries
in Central America, while still remaining at fairly healthy
rates of 3to 3.5 percent in Costa Rica, El Salvador and
Handuras.

Within the Caribbean-area, performances appearad to
have improved overall, despite wide vanations across
countnes. The Dominican Repubhc and Cuba achieved
prowth rates of more than 7 percent, resulting chiefly
from dynamic performances of the communications,
construction and agricultural.sectors in the fommern, and
of sugar and tounsmon the latter. The economies of
Barbados, Guyana and Santa Lucia also expanded at
very fact rates, while Haiti rewmed:to positive growth
after three years of catastrophic recession, but Jamaica
continued to stagnate.

The region continued 1o achieve encouTaging progress
towards price stability. Average regional inflation igll to
25.5 percent in 1996 and was expected 1o fall 1o 193
percent in 1997 and further in 1998, Most remarkable
was the performance of Brazil, where consumer prices
only rose by about 10 percent in 1996, down from
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“ The real exchange rate was
strengthensd in 11 counlries,
while only five couniries
experienced a real
devaluation.

22 percent in 1995 and hyperinflationary levels in
earlier years. Capital inflows, including a large FDI
component, increased significantly, as investor
confidence was boosted by the continuity in economic
policy since the Mexican crisis. Indeed, capital inflows
rose to an estimated $50 billion in 1996, more than
offsetting the current account deficit (which represented
2 percent of GDPY and thus enabling a considerable
increase in foreign exchange reserves. The rapid
recovery since the crisis stemmed from strong
investment and export growth, repdered possible by the
stronger initial position of the region’s econom|is
lellowing economic reform, Within this generally
favourable picture, a number of latent problems and
unceriainties persist. The revival of economic activity
has not translated as vet into any reduction in
unemployment which; on the contrary, continued to rise
throughout the first three quarters-of 1996, after hayving
also increased considerably i 1995, The strengthening
of the exchange rate in many countries of the region®
has helped 1o check inflation bat has also inhibited
expon growth. The cantinuing difficulties in balancing
government budgets in several countries may be
accentuated by the tendency of governments to
overspend during favourable periods. The international
trade climate also presents negative aspects and
uncertainties for the region, In paticular, the terms of
trade of non-oil exporters deteriorated markedly as the
net result of declining prices of basic commaodities,
higher oil prices and lower inflation rates in
incdustrialized countries,

The agricultural sector
The agricultural sector of the region continued to
expand at a relatively robust rate In 1996, following two
years of above-average growth. Total regional food and
agncuitural production rose by an estimated 2.2 percent
in 1996, less strongly than in 1994 and 1995 (4.9 and
4.4 percent, respectively) but still significantly above
longer-term trends (about 1.9 percent annually during
1981-1990 and 1.4 percent during 1990-1994), Despite
significant variations across countries and commodilies,
the general picture is one of widespread recovery of the
agricultural sector, observable in both food and non-
{ood apncultural products;

The refatively strong performances of regional
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agricultural production for three consecutive years, after
a long period of mediocre growth, have raised
expectations for the passible ememgence of a more
favourable trend. However, such a shont time span’ of
recoveny does not allow any conclusive assessmaent of
the importance of transient market and ‘climatic factors
Vis=d-vis progress of a more structural nature, associated
in particular with economic and agricultural reform.
Such an assessment 15 also difficult in view of the wide
variations in perfarmance and policy factors affecting
such performances. Behind the relatively strong growth
in 1996 were bountiful harvests in Mexico and
Argentina, relatively good ones in Brazil, a marked
slowdown in production growth in Chile and shortfalls
in Colombia and a number of smaller producer
countries. Among the main commaodities, cereals and
sugar cane showed vigomous growth and coffee staged a
stromg recovery, while cocoa bean praduction fell for
the second consecutive vear and that of roots and tubers
also ceclined. Finally, while the process of liberalization
is widespread across countries, there are stgnificant
differences in the pace and depth of this process as wel|
as in the mechanisms of suppoit 1o agricultural and rural
development, as reviewed in the following section.

Developments in agricultural policies

Food security has been a recurrent theme in the policy
formulation and implementation of Latin American and
Caribbean countries, The recent past has seen the
introduction and strengthening of numerous concrete
initiatives addressing various dimensions of the
problem. These range from measures focusing on
specific aspects - such as the efforts in El Salvador o
bring large idle areas in the eastern region back to grain
production — to integrated food security: programmes
such as those found in Vienezuela and Honduras, where
national food councils have been created. In line with
the general policy framework provided by the World
Food Summit Plan of Action, these councils are in
charge of formulating natienal food security plans which
define strategies, objectives and programmes for the
public sector organizations concerned, with the
participation of national NGOs. In addition; a |_::|Hr o
agricultural development and food security, covering all
sactors of society, has been elaborated in Vienezoela by
a presidential commssion with FAQ expert advice. This



LATIN AMERICA
AMND THE CARIBEEAN

legal instrument is 1o be submitted for approval to the
Caongress of the Republic in arder to be converted jnto
law,

Mational food security was alwo addmssed through a
vanely of policy measunes put inte place to stimulate
food and agricultural production. Despite the general
move towards market liberalization, many countries
have continted 10 implement price support programmes
in favour of crops considered to be of imporance for
{ood security. Milk, rice and sugar benefit from the
highest levels of protection, particularly in the Andean
countries, while wheat, maize and soybeans are also
widely protected in these and other countries in the
region. The degree of such intervention, however, varies
considerably. While catntties such as Colombia,
Venezuela and Ecuador have maintained a relatively
active sectoral policy, Bolivia and Peru take a more
liberal approach and Argentina no longer intervenes in
any direct agricultural support programme, except in the
case of tobacco producers who benefit from a special
fund collected through taxes on cigarettes. In Mexico,
support s provided through the ural alliance
programme Afianza para el Campo, which encompasses

Action carried out under PROCAMPO and PRODUCE

(programmes of direct and productive support for the
rural areash as well as other support service programmes,
Alianza para el Campo was introduced in the context of
a decentralization drive that allows better cooperation
between the federal and state governments and the
private sector to create income oppartunities in rural
arcas and reduce income disparities. The Colombian
Giovernment has continued:to Implement agricultural

support programmes in the form of minimum guarantesd
prices for white maize, paddy rice, dried beans,
“soybeans and sesame seed. The objective remains,

however, to align domestic prices gradually with

International prices so:that farmers’ decisions are based

on market realities.

Similar concems are found (n other countries where
the objectives of agricultural support and liberalization
require, in many cases, difficult policy choices. The
Costa Rican Government has been facing pressure to
slow down the pace of reform or provide more

compensatory assistance to those negatively affected by

liberalization. Several associations and groups of
producers have been campaigning for the promaotion of
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basic foodstufis production, including rice, beans and
white malze, in response o the country’s growing
dependence on food imponts and the high prices for
sevaral of these products, In the Dominican Republic,
price support programmes have been reduced reflecting
the overall iberalization drive, budgel constraints and
management problems and indebtedness on the part of
the price stabilization authorities. Direct suppost to the
small farm sector has also been reduced and confined to
EMErgeENCY programmes in case of severe price declines.
small farmers also benefit from a limited distribution of
sepds and some access to mechanized equipment.

In Brazil, a new round of deregulabon for the crop
year 1996/97 included the phasing out of minimum
prices, henceforth restricted 1o small farmers. The
government is devising legislation to allow the
privalization of government-owned storage facilities.
The abandonment of commodity purchasing and selling
under price suppon is expected to result in considerable
savings for the Treasury as well as the elimination: of the
complex problems and disputes that surfaced when
dealing with warshouse and transport operators. The
reform of agricullural finance has involved the
elimination of cheap credit and farmers will now have
to base their production decisions more on market
expectations.

The progressive reduction of direct support
interventions has shifted the focus of policy-maleens
towards alternative ways of fa'mun ng agriculture that
emphasize modernization and competitiveness.
Argentina has been able 10 gain competivensss in
international markets following the virtual elimination of
export taxes and major iImprovements in rail service and
part facilities. Current policies in Chile aim at
madernizing tracitional sectors that have shown lagging
perfommances (grain, oilseeds, beef, sugar beet) and
expanding and diversifying expornt products and
markets. This is 10 be achieved through a set of
programmes that were announced by the President of
the Republic in May 1996, and that include improving
rural infrastructures, emphasizing research and
technology transter, the further. refining of marketing
aystems, lowering duties on farm inputs and

- modemizing credit and financing systems in favour of

small farmers: The promotion of high-value products
wilh great market apportunity remains a key element in
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the country’s strategies. According to estimates quoted
by the Minister of Agriculture, Chile's agricultural and
forest product exports could double in 15 years to

%12 billion. In Paraguay, there is serious concem for the
crucial cotton industry, which faces problems of low
productivity, falling competitiveness in world markets
and vulnerability to shocks and depressed conditions in
international markets. As a measure to promote
productivity, the government has introduced a-
programme to modernize production, with the stated
goal of mechanizing 10 000 ha per year. Major
difficulties have been encountered in trying to meet this
target, however, given the poor topology of large areas
cultivated with cotton. In El Salvadar, significant
increases in the budget for research and technology
dissemination through the National Agricultural
Technology Centre (CENTA) are expected to provide
long-term impetus to food and agrcultural
development. In Cuba, efforts are being made to
improve management systems and efficiency in the
Basic Units of Cooperative Production that are replacing
state farms.

A major limiting {actor to modermzation of the sector
has been, however, the lack of adequate financing for
agricultural investment, accentuated in many cases by
the withdrawal of the public sector from agricultural

- eredit operations. This i the case in Colombia, where

private investment continues to be hindered by high
interest rates, farmers’ indebtedness. and difficulties for
many farmers in gaining access to commercial bank
credit. Similarly, while interests on commercial cradit in
the Dominican Republic declined in 1996 in relation to
the previous year, they remained unaffordable for most
farmers. In Brazil, private credit at high Interest rates has
represented ‘a considerable financial problem for the
large number of lighly indebted farmers as well as those
dependent on production loans. As a measure to
alleviare these problems at the farm househald level, a
national credit'scheme to strengthen family farming
IPRONAF) was instituted in May 1996. In Honduras, the
National Complemeéntary. Guarantee Fund was
established in 1996 to guarantee financing for
agricultural production-and marketing activities. About
70 percent of the guarantees will be geared towards
basic grain production; In Cuba, a shortage of finance

‘continued to be a major constraint affecting agriculture
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as wall as other economic activities, although some
agrifood sectors; such as the depressed dairy industry,
have recently attracted badly needed FIDI.

Credit shortages have affected farmers even in
Argentina and Uriguay, despite favourable market
caondittons for the: main raded products of these
countries and widesproad optimism over their
agricultural outlook. In Uruguay, the record level of
farmers’ requests for loans from the Banco de la
Repablica in 1996 jsan indicator of farmers’ optimism
reganding the country's agriculural prospects and their
willingness to invest in a broad range of agricultural
activities: In the case of Argentina, record crops of
cereals in 1996 and unprecedented earmings enabled
many. farmers to expand their use of inputs and maodern
‘machinery, improve infrastructure and restructure debt,
However, many medium and small farmers and
producers of crops other than cereals and oilseeds
continued to face serlous indebtedness. Although no
comprehensive scheme of deln refinancing is being
contemplated, the Argentine Government is examining
the problem of farm indebtedness on a case by case
hasis. The situation in Peru; discussed in the following
section, tllustrates a problem faced by many other
countries, that of inadequate financing for agriculture
and poor access to credit, particularly for small farmers,
in the new context of liberalized capital markets.

As regards the external sector, policies have continued
to emphasize trade openness, although a degree of
proteclion continues to be g ntod to crucial agricultural
activities, and trade restrictions are still applied in
various forms. As ameans o reduce extemal account
imbalances, the Brazillan Government has slowed down
import licences and eliminated the export tax on raw
and semi-processed agricultural products. In Colombia,
interventions continue to be applied through price
bands, or variable duties, and import licensing. A sharp
reduction in the production.of many crops in 1594,
contributing to an estimated 1 percent decline in overall
apricultural production, was largely attributed to
competition from imports and declining profitability of
crop production which caused the diversion of land use
towards alternative activities. In the Dominican
Republic, despite some relaxation in the trade regime,
restrictions continue 1o be imposed in the form of impont
cerificates and high tariffs 1o protect a number of
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' ECOROMY,
| Q El Salvador has continued its liberalization policies:

the harmonization of tariffs with other countries within
the Central American Common Market (1o a range of

5 1020 percent) and the elimination of all import and
export permits have been important steps in this
direction. Current plans are for a gradual reduction of
tariffs to.a range of 1 to 6 percent by 1999, A flat 20
percent tarft has been imposed on' all basic grains
except maize, for which a seasonal tarifi mechanism ig
applied to safeguard domestic producers. In order 1o
counter the decline in coffee prices and the iormation of
excess volumes of coffee in the market, preducers of this
commaodity introduced a plan to install sales on a
ruarterly basis; and quarterly exports are being
regulated by a Coffes Council. Moves are under way to
privatize the remaming government-controlled sugar
mills which operate less efficiently than private ones.
Government action has strongly emphasized the
development of nen-traditional agricultural exports such
as fresh fruits, flowers, organic coffee and sesame seeds,
particularly through cooperative work between the
private sector and the Foundation of Salvadoran
Economic Deyvelopment (FLISADES),

In Ecuador, WTO membership is expected to enable
greater access for agro-industrial products and thus
boost the agricultural sector overall, Lower tariffs on
impored inpuls and machinery are also likely t6 lower
costs and promote competitiveniss.
 Following the signature by Central American countries
of a Tanfi and Customs Regime Agreement in December
1995, a number of duty. reductions {or selected capital
and raw materials were implemented in the course of
19496 The agreement authorized the reduction of tariffs
for capital and raw material products, at the discretion
of the countries concemed, from 510 1 percent as of
1 January 1995, For intermediate and (inished goods, the
reduction may be from 20 10 15 percent. The agreement
iz part of a liberalization process accelerated by the
strong reduction of tarifts which El Salvador
implemented unilaterally in 1994 and which raised the
issue of the extent to which other Central American
countnes should follow suit.

As of 1 January 1995, with some exceptions; customs
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duties among Argentina, Brazil, Paraguay and Uruguay,
the member countries of the Southern Common Market
(MERCOSUR) were eliminated, and a common tariff for
mast praducts was implemented. The exceptions to the

- agreed tanffs are expected o disappear by 2006,

Following negotiations that were successiully coneluded
in the course af 1996, Chile (1 October 1996) and
Balivia (1 January 1997) became Associate Members of
MERCOSLIR. Negotiations are also under way with other
Andean Pact countries to develop a duty-free trade
relationship. For Chile, association with MERCOSUR
means assured access tora market of 200 million
consumers, and hence major opportunities for market
diversification and export expansion. While the modern
apra-inclustrial <ettor i likely to benefit considerably
from this association, some sensitive traditional
production sectors will need (o adjust to trade
competition with Argentina. Such adjustment is to be
facilitated by the extended periods, 100to 18 years, that
were allowed Tor duty reduction as well ashy the new
programmes of investment in rural infrastructure.

Under Chile’s price band system, intended as.a
mechanism for price: stabilization, tariffs on wheat; sugar
and vegetable oils had been raised in 1995 in line with
the decline in prices. of these products below predefined
levels, With the subsequent strengthening in prices,
however, no tariffs were applied to these products
in 19496:

In Uruguay, dairy and [ivestock products have
expanded significantly in recent years owing to strong
demand in the United States and other developed
countries and preferential accessto Brazilian markets in
the context of MERCOSUR. Argentina's agricultural
exports have also benefited from trade intensification in
the context of MERCOSLUIR,

Another important issue addressed by regional policy-
makers has been that of environmental conservation;
including the preservation of biodiversity and
reforestation. Recent initiatives in this area include a
long-term lorestry action plan, introduced in Honduras
in 1996 and comprising strategic programmes. in ten
different areas of the country. About 1 miltion ha of
forest area are affected by the management plan. The
Forestation and Reforestation Incentives Law provides
for fiscal and other incentives for such activities.

With annual exports in the order of $2 hillion, the
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forestry sector in Chile is the country’s third lareest
source of foreign exchange. Plantations of fast-growing
species cover 1.95 million ha and natural forests an
estimated 12 million ha, The annual rate of reforestation
(Mo than 100 000 ha) largely exceeds that of forest
exploitation (about 50 000 ha). About 85 percent of cuts
for industrial purposes (estimated to be 25 million m?
annually) are made in plantations, and the conversion of
natural forest into plantation area has only affected
132000 ha over the past 30 years. The national norms
tor forest exploitation have been increasingly severe.
Undera provision recently incomporated in national
legislation, any intervention for industrial purposes that
affects forest resources will be subject to a specific
ehvironmental impact study, _

In Mexico, soil erosion (about 80 percent of farmland
is sensitive to soil erosion), depletion of water resoyrces
and biodiversity losses are serious problems thal are
largely associated with agricultural activities. These
problems have given rise to discussions concerning the
establishment of a comprehensive scheme thal ensunes
agro-environmental sustainability. At present; only
isalated regulations exists in this direction, such as the
registration of pesticide toxicity,
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General characteristics

Peru is divided 1opographically into three regions: an
arid coastal plain, the Andean highlands and the eastem
lowlands consisting of subtropical forest. This means
that almost any crop can be cultivated in the country.
Arounid 3.4 million ha are estimatied to be arable and
permanent crop land, of which almost 40 percent is
imigated, The area actually sown has fluctuated in
recent years around 1.5 millian ha, falling to a low of
1.1 million ha in 1992, a vear of particularly severe
drought. Agriculture contributes about 13 percent of
GDP MNearly 40 percent of the economically active
population is employed in agriculture.

Paru’s 1993 census gave a midyear population of just
over 22.5 million inhabitants, including an estimated
532 00D not contacted by census officials and an
estimated 60 000 forest-dwelling Indians. The
population growth rate averaged 1.8 percent between
1998 and 1995,

Seventy percent of the Peruvian population now
resides in urban areas, up from 65 percent ten years
ago. A large pementage of Péruyians were forced 1o
abandan their homes in the wral areas owing to the
serious threat of guerrilla movements and the low
stanclard of health care and educational facilities that
are usually [acking in the rural communities. This trend
towarcls urbanization is expected 1o continue, but at'a
reduced rate; since more peaceful conditions prevail
and the overcrowded shanty towns are now less
attractive to potential migrants.

The propontion of the population living in poverty
(defined as those living on $65 per month or less and
unable to cover basic food, clothing, housing and
transport requirements) dropped from 54 percent. in
1990 to 50 percent in 1994 and again 10 49 percent by
mid-1995. This'was primarily due to rapid economic
growth and the government's social development
projects. However, progress in reducing poverty is likely
to have stalled owing to slow economic growth in 1995.

There have been some advances in health care over
the past few decades: Life expectancy at binh, for
example, mse from 47 years in 1960 to 69 years in
1995 (71.1 years for women and 6.2 years for men),
Improvements in health care have reduced the infant
mortality rate from 109 per 1 000 in 1972 to 48 per
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* The El Mo phenomienan,
manifesied in a rise in
temperaiure of the ooean off
Ecuador and Peru, socurs ai
intervals of several years
Howewer, in 1982 El Niflo
started in Ociober and
continued throughowl 1983
Throwgth ocean-atmosgphere
interaction, il wak asseciated
with major matural disasters
across the world and, in Peru,
agricultural production
shortfalls, devastating mod
slnbes and a fall in fish stocks.
Note: By mid-1997, there
wore signs that a particularly
svere El Nifio, perhaps the
worst in the century, would
ocour late in the vear

1 000 by the end of 1996, Nutrition levels, however,
remain low for lame segments of population. In 1995,
one-fifth of all Peruvians (4.7 million) were unable ro
meet basic nutritional needs. Child malnutrition,
measured by height and weight statistics, remains a
snri_n‘us' problem, espacially in the remote rural districts.

Public education standards are among the worst in
Latin Ametica, This is especially seen in the rural areas
where terrodsm and a fack of discipline among poorly
paid teachers have cut feaching hours drastically.
According to the 1993 census, 7.8 percent of the
population (1.78 million) were illiterate, of which 1.3
million weme women, The overall [literacy rate was
29.8 percent in rural areas; compared with 6.7 percent
in urban areas, Mow that the Peruvian economy has
opened upand companies have been forced 1o compete
in the international marketplace, improving education -
particularly primany education — has become a priority
In 1995, the budget allocation for ecucation was 3.9
percent of GDF, up from 2.1 percent in 1990,

Economic developments and policies
The Government of Peru is confronting the difficult task

of consolidating economic stabilization and recovery

after the disastrous experience of the 19805, a period
marked by deep economic recession, civil unrest and

‘Terrorist :1E1|1.:'il"|.r._ This' period was also one of poor

agricultural supply performances which, added to the
declining food import and consumess® purchasing
capacity, resulted in a marked deterioration inthe
country’s food security situation, Although the economic
and food security conditions have improved
significantly in recent years. full recovery to pre-crisis
levels remains to be achieved, Indeed, the strong
economitc growth of recent years must be considered
against the background 'of a 29 percent fall in per caplst
GDP during the 1980s (ECLAC estimate).

The immediate causes of the economic crisis of the
1980s were a saries of unusually adverse events in the
early part of the decade A steep decline in world prices
of the country’s main export commedities and rising
interest rates forits burgeoning doreign debt comncided
with a devastating El Mifio in 1982-1983 and-a risein
guerrilla movements that required the diversion of aver
InCreasing resources towards military and reconstruction
operations. Although the government aimed at market
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liberallzation. its reform programme was [rustrated by
the nead o place priority on shoat-term objectives of
economic stabilization and the contral of violence and
civil unrest, Popular resentment over austerity measunes
led to the defeat of the governing party in the 1985
presidential elections.

With the rise to power of the American Popular
Revolutionary Alliance (APRA) in 1985, a radical policy
shift took place. The government adopted a heterodox
approach to macroeconomic management in which
income redistnbution and social equity considerations
played a major role. Economic policy was based on the
premise that inflation was primarily a "cost push®
problem; as ample margins existed for boosting demand-
led grawth by expanding expenditure capacity,
particularly among the poor. It was also considered that
the costs of adjustment — not the least the huge debt-

servicing obligations — were not only socially

unaccepable but wiere the primary obstacles to
sustained recovery. Thus, fiscal and monetary policies
became markedly expansive and wages initially rose

significantly, in real terms: In the agricultural sector,

considered a prionty area, abundant credit in addition
b remunerative farm prices was made avallable under

‘axtremely faverirable conditions. In order to contain

production costs and ensure an adequate supply
response, a stable exchange rate was maintained while
A number of input prices were controlled. The financial
costs of such a programme were to be covered by a
unilateral decision 1o devote no morne than 10 percent of
the export eamings for servicing the foreign debt of

$14 billion - a decision that shocked the international
financial community. making Peru ineligible for future
loans-and eredits — and by drawing from what were, at
the time, relatively large international resenves.

These policies were initally successful to the extent
that GDP growth rose from 2.3 percent in 1985 to 9.2
percent in 1986 and B.5 percent in 1987 while the
inflation rate fell from | 58 percent in 1985 to 63 percent
in 1986, The agricultural sector also benefited from a
gain in domestic terms of trade, since controlled prices
mose by 25 percent while non-controlled prices (mainly
those of agricultural products) rose to nearly 100
percenl.

However, as the utilization of productive areas
reached full capacity, the unsustainability of such

S e
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demand-led growth policies became evident. GDP fell
by 8.3 percent in 1988 and by a further 11.7 percent in
1989, more than offsetting the gains of the previous two
years. Prices entered an accelerating spiral that tumed
progressively hyperinflationary: consumer prices rose by
114 percentin 1987 2 775 percent in 1988 and mope
than 5 300 percent annually during the {ast six months
of the APRA administration. The public sector deficit
more than doubled from 3 percent of GDP in 1985 to
about 8 percent in 1987-89; international reserves were
depleted and fiscal expenditure was increasingly
financed b',-' primary monetary emission, As low-income
groups and wage eamers were hardest hit by recession
and hyperinflation, the process ended up negating the
very distributional equity objectives of the government.
The end of the APEA term was marked by palitical
confrontations {even within the ruling party itselfi, a

series of crippling general strikes and a widespread call
for “change”

The new administration that entered [nto force in the
1990k introduced another radical policy shift towards
stabilization and market-oriented reform. The reform
programme entailed the privatization of state-owned
companies, drastic reductions in public sector
employment, the elimination of price controls and state
subsidies and financial and monetary restraint. While
these measures initially exacerbated inflation and
economic recession, some months later positive results
began to emerge. After having fallen by nearly 5.4
percent in 1990, GDP rose by about 3 percent in 1991,
tell again in 19492 but expanded vigorously by,
respectively, 6, 13 and 7 percent in the following three
years, thus producing the highest growth rates in the
region. A marked slowdown to 2.8 percent was
recorded in 1996, reflecting measures o contain the
current account deficit, maintain the fiscal equilibriom
and cool an overheating economy. The government
torecasts 4 10 5 percent annual growth for the rest of the
decade, which would be a less spectacular but more
sustainad performance than fn 1993-95,

Farticularly deamatic results have been achieved in
price stabilization. Consumer price growth fell from the
40 percent monthly rates of the sarly 1990s 1o yearly
rates of about 15 percent in 1994 and about 1010 12
percent in 1995 and 1996 The official target for 1997
ts & percent,
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As regards external accounts, trade liberalization
resulted in a strong upsurge in imports of capital and
consumption goods which, together with depressed
prices of Pert's commodity exparts, caused a strong
deterioration in the trade balances in 1990-93. Although
the commodity boom of 1994-95 enabled a significamt
expansion in exports, both the trade and cument
account deficits continued to widen, On the other hand,
stabilization and better prospects for recovery prompted
a return of investors” confidence and consequently
induced a turnarcund in net capital Inflows, which went
from a negative $6.14 billior in 1991 to & positive
$1.92 billion in 1994,

Peru's external debt was estimated to be $22.6 billion
in 1994 (about 50 percent of GDP), of which $17.9
billion was long-term public-and publicly guaranteed
chebt, Short-term debt amounted o $3.5:billion. After
having defaulted in its external debt servicing from 1985
10 1990, Perw resumed payments to official creditors in
1997 Debt servicing represented around one-fourth of
exports in both 1991 and 1992, 60 percent in 1993 and
20 percent in 1994, A number of rescheduling
agreements have been negotiated in recent years,
bringing welcome relief.

In particular, an important agreement in December
1996 along the lines of the Brady Plan was expected 1o
n:s::ht-dule debt in highly fayourable terms, seitle all
remaining debt disputes and allow Per to gain access
toworld commercial credit markets. Nevertholess;
debt repayment obligations are still 2 major financial
burden

The dismantling of guemilla and terrorist organizations
in recent years has been an important factor
contributing o economic stabilization and recovery —
the recent retention of hostages at the [apanese Embassy
in Lima being a dramatic but isolated, episode of
arganized terrorism. The outlook remains fraught with
uncertainties, however, Social hardship associated with
reform has so far been tolerated as the unavoidable cost
of overcoming economic disortler and setting the basis
for recovery. Nevertheless, the economic slowdown in
1996 and prospects for moderate medium-tesm growth
are raising concemn aboul the country’s capacity
to reduce unemployment and poverty to the extent
and speed needed for maintaining political and
social stability,
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largely draws from: |, Escobal
’Angelo. 1992, Impacto de
la polilica de precios y de
erédiln agricola vobve fa
distribucidn del ingreso en of
Perd: 1985-1990, Lima,
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Agricultural sector performances and policies

prior to 1990

Diespite the impottance of agriculture as a contributor 1o
economic growth and employment, the long-term
performances of the sector have been generally poor.
Agricultural GOP increased at an average annual rate of
2.1 percent in 1950-89, well below the growth rates of
manufactures (3.8 percent), mining (3.8 percent),
services (3.5 percent) and population (2.6 percent). Food
production:barely kept pace with population growth,
and some periods, particularly 1971-80, brought
pronounced declines in per caput food production.
Inadequate domestic supplies required growing recourse
1o food impors; which increased in volume by about 4,
9 and 3 percent annually during the 1960s, 1970s and
1980s, respesctively — the [ower growth rate in the latter
pericd reflectid soméwhat better production
performances and foreign exchange constraints. Chverall,
howeves, food imports were unable to prevent a
deterioration In the population’s food consumption
levels. Indeed, per caput food intake fell from 2 317
kcal per day in T969-71 10 around 2 200 in 1979-81
and less than 2 000 In 1990-92, Consequently, the
proportion of undernourished people increased from 20
1o 49 percent of the population between 1969-71 and
199092 (FACY estimate],

While the poon agricultural performances prior 1o
1990 reflected many developmental and natural
resoirce constraints as well as external shocks and
influences, the policy factor plaved a major role. The
pronounced interventionism that characterized
government policies until the early 19905 often had a
marked anti-agricultural bias which was only partially
compensated by direct farm support. This neglect of the
sector expiains, to.a large extent, the high degree of
productive inefficiency and poverty still prevailing in
rural areas.

The distortions affecting the sector were
accentuated during the second half of the 1980s, a
period of particularly strong public sector
involvement in markets, prices and credit, Current
attemnpis to redress the anti-agricultural bias implicit In
previous development models and to place agriculture
in an undistorted economic and market
environment must be assessed against such a historic
background.*
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* The volumes of production
purchased by the government
at guaranteed prices
riepresented in some cases a
significant shane of total
production, but then tended
io diminish markédly by ihe
fate 1980s. For instance, tihe
shares at theer peak levels m
198687 were around 50
percent for sorghum, 66
percent for sovbeans, 25
percenl for maize and 15
percent for wheat.

# Subsidies through
agricultural support credit by
thie Agrarian Bank have been
wstimated 16 have imoreased
froam $99 million i 1980 1o a
peak 3495 in 1987, A
Conzdles. 1909, Los subsidios
financieras 4 la agriculiura en
ol Perd, 1980~ Debaie
Agraria, & {April-June),

The 1985-1990 period

Government action {rom 1985 to 1990 had actively
sought to simulate farm incomes, investment and
productivity through varous price, credit and other
support mechanisms. Price support, the fundamental
instrument for promoting production, was provided
through the agncultural and food security programme,
the Progama de Reactivacion Agropecuaria ¥ Seguridad
Alimentaria (PRESA). The main elements of PRESA were:
the purchase of staples (maize, potatoes, wheat, barley,
quinua, beans and peas) at guaranteed prices in targeted
regions;™ the creation of strategic stocks of potatoes,
maize and other Andean products subject to wide prica
Huctuations; monopoly importation of wheal, maize,
sorghum, dairy products and vegetable oils by a national
marketing entergrise; the elimination of food import
subsichies and the introduction in 1986 of a 15 percent
additional tariff onimports of these praducts. Price
control was exerted on a number of basic foodstuffs.

The high costs of market regulation were to be
“intermalized”, |.e coversd by revenues obtained from
imparting food at preferential exchange rates ancd the
tariffs charged to such impoes, However, as such forms
of revenue proved insufficient, intervention was required
on the part of the Treasury.

An essential means for reducing production costs was
the strong subsidization of imported fertilizers and
pesticides, Between 1986 and 1987 the implicit subsidy
to {ertilizer imponts through preferential exchange mtes
doubled in real lerms, coming to represent an estimated
0.7 percent of the agncultural GDP. In addition, the
thirect subsicly to urea and other fertilizers was estimated
to be 0.6 percent of the agricultural GOP.

Considerabile amounts of agricultural credit were
made available at interest rates below inflation rates,
implying again heavy and growing subsidization.® The
main source of crecit was the Agrarian Bapk, with the
private banking sector playing a minor role. Loans by
the: Agranan Bank between 1985 and 1990 amounted to
a total of $2 950 millian, about 27 percent above the
levels of the previous five yvears, Al their peak in 1987,
leans by the Agrarian Bank totalled $1 576, out of a
total agricultural credit of $1 824 million, About 2.4
million people were employed in agriculture during the
period 1985-1990. As a result, each of them received on
average $250 per-year and as much as $760in 1987 —
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the latter figure being above the average farm wage. The
distribution of these loans, however, was far from even.
Mot went to medium-sized and large farms located in
the coastal region which 'were nicher in resources and
technology and better integrated in domestic and
international markess: Small producers had virtually no
access to dredit, except the onerous loans they could get
from informal sources. A major impediment to
creditworthiness was the inability of farmers to use land
as collateral for loans, owing to regulations under the
Agrarian Reform Law of 1969 Inteed, a survey found
that oaly. 16 percent of rural households were able to

-obtain-some form of credit, and the formal sector was

the source of such credit in only 50 percent of cases.™
Furthermore, large amounts of credit were utilized
outside agriculture, and frequent cases of non-payment
and cancellation of debt obligations required ever-
increasing ransters from the Central Reserve Bank.

In summary, it appears that the Agrarian Bank was
largely umsuccesstiul in its atempts 1o promote
agricultural production cost-efficiently and. seli-
sustainably, and it may in fact have contributed
significantly to accentuating disparity in rural incomes.

The market, price and credit policies had varied
degrees of success but, on the whole, do not appear to
have contnbuted much to improving conditions in the
farm sector. A companison between prices recejved by
producers and Impon prices, including transpon costs,
between 1985 and 1990 sugpests that a considerable
negative subsicy {fax) was in fact paid by producers of
the main agrncultural products. In other words, direct
price support was unable 1o compensate farmers for the
gains they would have achieved from unprotected
markets,

Domestic agricultural terms of trade (price relationship
between overall wholesale and farm prices) showed
significant variations by product, region and period. The
general wend was, however, a marked improvement
until 1987-88, followed by an even more marked
deterioration so that, by the early 1990s, agricultural
terms of trade were below the levels of 1985, Real farm
incomes (farm product value deflated by wholesale
prices) reveal a similar pattern: strong gains were
recorded between end-1985 and end-1987 and, again,
the subsequent fall brought income levels down below
those of 1985,
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* The lowest rainfall for 70
years was recorded in 1992,

Agricultural performances and policies since 1990
Following a period of slugeish growth (1 percent
annually during 1981-90) agnculiural GDP rose by an
accumulated 20.7 percent between 1990 and 1995 (4.8
percent annual average). After a sharp contraction in
199193, when bad weather' added to the first impact
g:rfslabili;.ral:iﬂn and structural reform, a VIgOrous rebound
in agricultural production took place in 1994-96.
Improved weather was a major reason for this recovery,
but other-market and policy factors also played a role.
The maost significant production increases wene recorded
for exportables, chiefly coffee and cotton, which
benefited from better market conditions and prices.
Howeves, the production of non-traded food staples
imaize, potatoes, sheep) also showed a robust growth.
Agricultural trade also gained dynamism in recent years,
on the side of both expons-and imports.

[t 15 difficult to assess the extent towhich the
favourable performances of the past theee years
constituted a cyclical recovery caused by weather and
transient market factors, or the beginning of a new trend
made possibie by the new economic anvironmen! and
policy framework. The present administration has
repeatedly emphasized the need 1o extend free market
principles o agriculture on the groends that, inthe long
term, free markets and improved marketing
infrastruciure and services; together with a propitious
anvironment for private investment, will do more for
agriculture than direct credit, price and market support.

The reforms undertaken to liberalize input and
product markets have included the reduction and
harmonization of duties, the relaxation of price controls
on inputs and food and agricultural products and the
end of state-marketing monopolies. Thus, the: national
input marketing board, Empresa Macional de
Comerclalizacion de Insumaos (ENCH), is in the couree of
privatization and the food marketing board, Empresa de
Comercializacion de Alimentos (ECASA), has been
abofished altogether.

The govemmen! considers, nonetheless; that
agricullure requires more active protection from
international competition than any other sector, given
the fragility of domestic farming after decades of neglect
and unfair competition from highly subsidized sectors in
many exporter countries. The main instrument of border
protection is a system; introduced in 1997, of Texible
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import duties isolretasas) on rice, wheat and flour, sugar,
vellow hard maize and whole and skim milk powder, In
April 1997 tariffs were increased from 15 to 25 percent
on most imported food items and, at the same time,
tarifts on agricultural machinery, equipment, genetic
material and other inputs were redoced from 15 to 12
percent. While not explicitly designed o protect
domestic markets, a number of sanitary and
phytosanitany regulations alzo have the effect of
restricting jmports.

Contrasting with the maintenance of external
protection, interventions in domestic markets have been
virtually eliminated - Only occasional purchases of rice
and potatoes are made in years of overproduction {as in
1993/%94) under the national food assistance programme,
Programa Macional de Ayuda ala Alimentacidn
IPROMAAN The objectives of PROMNAN are of a
primarily social nature, as the agency provides
short-term relief to producers in periods of exceptionally
poor price conditions, while also making indigenous
foods availahle 1o very poor consumers. While
FEFlHﬂ'A'i_pw:hami are sometimes made at well above
miarket prices, the volume of such purchases, and hence
their overall impact on markets and prices, |s very
limited

With the end of credit subsidization, a rew system for
agricultural financing has been estalilished, COMpsing
the Development Financial Corporation, a commercial
bank that addresses the financial requirements of the
maclemn agncultural sector, and the Cajas Rurales de
Ahorm v Credito (Rural Saving and Credit Fundk), which
provide credit to small farmers and wral workers. In
addition; a transitory system of agrarian development
funds, omganized at regional government levels, provides
credit 1o opanized peasant farmer groups, Finally, the
poorest peasant farmers in marginal areas benefit from
resating funds, which provide loans in the form of seeds,
fertilizers, pesticides and production equipment.

An important development, with major implications
for agricultural financing, has been the Law on
Investment PFromotion in the Agranan Sector. This [aw
marked the end of the restrictions to private
landownership and enabled landowners (o sall, loan or
transier their land. It is expected that the ability of
landowners 1o use their land as collateral for loans will
rémove one major obstacle to investment in agriculture.



Despite having lost ground relative to
other sectors over the past two decades,
fisheries remains an important economic
GDP fluctuating around 1 percent in
recent years, down from about 1.9 percent
in 1970, In 1994 the sector contributed
about 19 percent (58564 million) of lotal
export eamings, with fishmeal ranking as
Peru's second mosl important export
camer behind copper. The fisheries sector
provides direct employment to an
estimated 50 000 to 60 000 people,
three-quarters of whom work in the fish
capture sector and one-quarter in the
processing sector.

The Peruvian siretch of the Pacific
Ocean B one of the world's richest fishing
grounds. With an estimated catch of
12 million tonnes in 1994 and 8.9 million
tonnes in 1995, Peru's fisheries production
is the second largest in the world, after
China. The fishmeal processing and
canning industry became a large foreign
exchange earner in the 19605 and then
experienced a sharp dedine from 1970 (o
1973, Sluggish performances ensued until
the mid-1980s owing to a combination of
everfishing and periodic appearances of
the warm El Nifio current. Production
staged a recovery in the late 19804,
however, with catches retumning to
the levels of the late 1960s, The sector
enjoved two of its best years ever in 1993
and 1994,

Anchovies and sardines constilute the
bulk of Peru’s catch, most of which is
delivered 1o the fishmeal industry,
Anchovies, in particular, account for about
80 percent of tolal production and are the
largest single source of fish for reduction
to fishmeal and fish oil. Traditional
fisheries such as those for anchovy and
sardine are excessive while others, such as
those fisheries largeting horse mackerel
and squid stocks (also abundant), still have
potential for expansion.

Fishing and the production of fishmeal
and fish oil came under government
control in 1973, By 1990, however, the
private sector had gradually worked its
way back to producing half of Peru's
fishmeal, This process of liberalization has
since continued and, by the end of 1996,
ten of the state-owned fishmeal plants had
been auctioned to the private sector.

The oil and fishmeal industry processes
90 percent of the national landings; it has
an excess capacity despite the fact thal
some factories still use outdated technol-
ogy and operate below their optimum
capacity. In view of the limited potential
for sustainably expanding the volume of
calches, there is no justification o

increase the tolal processing capacity, and

future investments would be better amed
al improving and modernizing faclorics
and processes by updating and replacing
obsolete equipment. This would involve
placing emphasis on the sanitary and




hygienic aspects, mprovements in
handling and preservation of raw material,
better yields and more efficient processes,
Somi: enlerprises are starfing o produce
special high-quality fishmeal, and this
thould be encouraged by paying due
attention to market limitations.

As can be seen by the fishe-oil and
fishmieal industiry alsne, Peru’s fleet and
plant capacity is considerably oversized,
with around three fimes the necessary
capacity of a bumper year such as thal
experienced in 1994, Any decision to
increase the size of Peru's fishing fleet
needs first to take info account the
availability of fish resources and the
capacity 1o land, receive and markel the
catches. In fact, improving currenld
facilities and processes should be the
fishing sector’s firt priority. In order to
enter more developed and demanding
markets, the canning industry, for example,
which currently only uses T percent of its
capacity, needs more modern lechnology
and infrastructure lo be able 1o produce
low-cost products. The frozen fish industry,
also with a large non-utilized capacity, has
pood prospects of expanshon, since some
products are well accepted in intermational
markets. Improvements in the facilitics for
handling and treating fish, on-board and on
land, will be needed to increase fresh fish
production.

The last five years have actually wit-
nessed somewhat of a revival in the Ashing

industry n Peru, Efforts have been made
towards modernizing the poorly equipped
and antiquated artisanal fishing Meel.
Invesiments have included new fiching
boats as well as high-technology plants for
the production of prime-quality fishmeal
used for fish farming and aguaculiure,

There seem fo be no major problems for
increasing the inlernal trade of traditional
industrial products, such as froeen and
canned fish, but this is not the case for
fresh fish or non-traditional products,
which so far have nol entered commercial
marketing channels, There are good
development prospects for the internal
market, judging from population grawth
projections and the government's intention
lo increase fish consumption, although this
will require an improvement i landing,
receplion, storage, off-vessel sales,
Lransport and marketing capacities and,
consequently, heavy investment and state
participation and support.

The export of a product thal is of a
higher gquality and price and has a greater
added value s an interesting allemaltive
for the country. Expansion prospects for
the intermational marketing of national fish
products are generally good but, o a great
extent, will depend on the improvements
and modernization needed in several
aspiects of the caplure and processing of
fish as well as on better promotion of
national fish products abroad.

In an atfempl (o work lowards the




“sustainability of both the resource and the
hﬁitrrmdtnmﬂﬁﬁlﬂ'sﬁmhuf
Conduct for Responsible Fisheries, Peru's
Ministry of Fisheries has drawn up a new
management and development plan. One
mportant recent development has been
the adoption of a licence scheme requiring

payment for the right 1o fish. The proceeds
Ve, thia cheme-ame [rtended 10 be st
for monilaring fishing access rules and
procedures as well as for research, the
conservation and rational exploitation of
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¥ Between 1969 and 1992,
the mamber of ownership
titles msued totalled 123 000,
of which fewer than 10 000,
or § percent, wore officially
regitered. Between 1993 and
19596, 160 000 titles were
risued, of which 90 000 were
officially regritered. 1 is
estimated thal 17 perceni of
the 5.7 million Land parcels
recarded m the Mational
Agricutiural Census of 1994
hawe been officially titled,

" Agricultural exports
currenily accoumt for 14
percent of the value of tolal
meerchand e exphoris,
compared with 21 percent in
1979-81 and 16 percent in the
late 1980s. The value of
agricultural exports is
currently barely 30 porcent of
that of agreculiural imports,
dovwn from 68 percent in
1979-81 and 49 perceni in
1989-491,

A limating factor 1o the
expansion of trade in Andean
animal products i ihe aeed io
preserve the genelic
resouirces. Because of this
conCerm, an export quota has
recently been inlroduced,
lmiting exports of Hamas io
600 and alpacas to 1 700
imiits pEr year

However, while the pracess of formalizing land titles has
significantly accelerated in recent yvears, much remains
to be done. ™ Another significant institutional
development has been the issuance of the Water Law
which no longer relates the use of water to land area
and introduces provisions governing payment for water
used by farmers

Despite all existing credit schemes and improvenients
in the economic and institutional environment,
inadequate financing remains a limiting factor 1o
agricultural modernization, The dismantling of the
Agrarian Bank has created a vacuum that the
govemment expects will eventually be filled by private
financing sources. Private financing has been slow to
develop, however, particularly owing to low profits from
agricultural investment, relative to other sectors, and
slow progress in land titling.

In the trade sector, current policies seek to sumulate
an agricultural export sector that has been rapidly losing
relative economic importance and to contain the
deterioration of agricultural trade balances.”" The
government has set the objective of increasing the value
of agricultural exports 10 $1 billion by the year 2000,
from levels of $400 million to $600 million in the mid-
19905, Much of this increase seould be achieved
through the liberalization of rade, investment and
toreign exchange regulations, with the private sector
leading the way, Other than tradhtional export products
— coffes, cotton, vegetables and sugar — products with
market potential such as fresh fruits, asparagus, flowers
and Andean animal products are expectsd to gain a
progréssive madket share * Although there is no
direct state support for agricultural exports, a number of
government programmes indirectly favour
external competitiveness. In particular, the
strengthening of the health authority, Servicio Nacional
de Sanidad Agraria (SENASA), enables the promotion
of exports through numerous phytosanitary and animal
health activities.

Concluding remarks

The Peruvian Government can be credited with
remarkable achisvements in redressing what was, af the
beginning of the 19905, a chaatic economic. political
and social situation. Its success in combating terrorism
and violence has besn an important factor in enabling
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e rele off orpanized
restiancs groups in rural
areas (rondas canpesiash
wias as determinant as
povermment and military
action i the eliminalion of
teprortsm. Despite their
peaceitl nature and limited
armament, many peasanis
became committed anti-
guerrilla fighters after years of
harassmient and violence that
claimed 25 000 fo 30 000
lives in rural arcas.

¥ Thse poor state of reads had
meade lanad fransport so
onerous that rice from the
Tarapote rone 700 km norih
of Lama would have cosl Lima
considmers more than bwice
the price of rice imporied
from Thailand, About 10 0046
ke of road have been
recomstrucied smoe e carly
19905, greatly contribiting 1o
restore compelitivensss o,
wnter aliz, local mce,

= Agniculivral public
imvestment fell from aboul
5400 million in 1985-90 1o
5325 mullion in 1990-93
{armisal averages in condtani
1993 dollars), although its
share i total public
imvestiment tended 1o rise (to
about 28 percent in 1990-43,
from 16 percent in 1980 @nd
24 percent in 1985-89),

** puich of the public
imvestmant in agriculture in

wrlmuesl

these achievements. ! Government action has also
created a loss distortive basis {or agricullural growth,
while maintaining a degres of prolection for the sector
and for less-favourad sepments of agro-rural society. By
emphasizing infrastructoral improvement, it has
promoted narketing efficiency in a more effective way
than previous mechanisms of direct intervention.™

Much remains to be done, nonetheless, 1o turm
agriculture into a modern and competitive sector.
Owercoming the complex: natural, developmental and
social prablems invalved will require, in the first place,
the continuation of political stability that enables
consolidating macreeconomic stabilization and reform
Pursulng reform that involves financial and monetary
discipline iz a particularly difficull policy option in a
country afflicted by mass poverty and unemployment, as
15 Peru. This was recently iflustrated by the sot of
measures implemented to coal down the overheated
econamy in 1996 regardiess of their economic
justification, these measures risked popular opposition
owing to their shor-term negative effects on growth,
wapges and employment

Moclernizing agriculture will also involve a
reactivation: ol investment from both the public and
private seciors: Public mvestment in agrculiure has
been declining®™ and is ikely to remain depressed until
stabulization has been consolidated. Thus, the future of
agricultural linancing will much dependon the success
of current public investment policies thar emphasize the
quality rather than the volume of public investment.
Even more crucially, it will depend on the govérnment's
ability to attract domestic and international private
capital for financing, not only physical infrastructure; in
particular irrigation projects and ransport and
marketing facilities;* but also activities related o credit,
research, exdension and technology transfer. Such
involvement of the private sector will require
canfidence in the overall political and economic
environment as well as confidence in the agncultural
segtor’s potential as a profitable and competitive
investment option.

Civer: the likelihood of continuing financial restraint
and selectiveness in resogree allocation, what should be
the prionty areas (or agricultural financing? Perhaps the
mst-authontative opinion on this issue s that of farmers
themselves. A recent sunvey explores what a
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recont vears has been
absorbed by large frrigation
projects mibiated under
previous adminmirations
Current policies emphasize
ihe aeed o reconsider the
approach to irrigation in the
light of the failure of these
projects b meet Eheir
ecenumic and social
objectives.

¥ The survey was carried oail
in December 1995 by the
Infer-American Instilute for
Cooperation on Agriculiure
(ICA) and the Asociacidn de
Promociin Agraria (ASPA)
under the auspices of the

Konmrad Adenawer Foundaiion,

I involved 100 farmers from
different parts of the coundry,
selected on the basis of their
successiul production and
economic performances.

FRfer o g
Lrsy
p

representative group of successful Peruvean farmers
consider to be basic ingredients for mr.':durni.zlng
agriculture and gaining competitiveness.” The following
are seen as top-priority areas: extension, technology
dissemination, entreprencurial crgamzation, credit and
clear agricultural incentives. As second priorities,
technical assistance, marketing efficiency and prices are
mentioned. All these elements are, in the farmers”
opinion, stll inadequately addressed by government
policies, although it is recognized that, overall, the
policy framework has created better conditions for
agriculture.

That farmers p|£|ﬁu extension, echnology and
omganizational fssues at the top of their list of concerns s
very interesting, since it suggests a shift in farmers!
perceptions of what s best for them, away from top-
down direct state support. Such a new perception

indicates awareness of the primary importance of human

development and willingness by {armers to "help
themselves” by acquiring technological and managerial
expertise; Thissan important message (or policy-
makers. There is ample evidence to confirm that
agricultural extension can be, in many countries'
circumstances, the best way to achieve long-term
development in bath its economic growth and human
resounce components. Peru has a variety of pubilic and
private insttutions that provide differant forms of
extension; technology trapsfer and techmcal assistance,
Mevertheless, the system suffers from old inadeguacies,
and new uncertaintios are emerging. Desplte an
abundance of extension personnel, very fow are
technically well trained and experienced. Key aspects
such as post-harvest management, marketing
information and linkages between extension and
research ane often inadequately addmssserd in extension
programmes. Extension services fail to reach small-dcale
subsistence farmers, especially female-headed farm
households and young farm families. Here. as in many
other developmental problems, a commaon denominator
is financial constraint. This raises two fundamental
issues: 1) the importance that should be assigned to
agricultural extension compared with other areas that
may, give more visible and immediate returns on
expenditures; and i) what the role of the state should be
vis-a-vis the private sector in the financing of extension,
research and technology, While current policies
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‘emphasize a greater role of the private sector and NGOs
and the creation n-fmlf-ﬂ.ﬁlalnabie extension services,
the viability of such an l].'lpruac‘h is contingent on the
existence of profitable market opportunities. [ndeed, the
private sector has shown remarkable dynamism in
imparting technology and dmlapmg Eﬂmpﬂhliwnm,

for instance. for asparagus, broccoli, other vegetables and
fruit. However, it is important that the reduced

involvement of the state and the consideration of
financial s;mtarnal:-ﬂitf and cost-effic jency do not
lranstm- into recduced access to technological
innovation:and training for the vast majority of

‘agricultural producers. These issues are particularly

relevant in the context of the iﬂsthutinnal reform under

‘way m‘ﬂ.‘i thie effarts to dEVEIE:rp a natmna! plan for
research and lechmlnm.' transfer.




REGIONAL OVERVIEW

Economic d-w:{npmmh

Economic gmwﬂh in most of the countries of the Near
East and North: Mncaga:ned momeniumin 1996, For
the region as a whole, GDP growth in 1996 was
'Eshma'ted o be 4.5 pcrcen'r, up froman average 3.5
percent during the previous five years Factors
contributing to the above-average economic growth
were. higher oil prices; which lad to targer than
expened FE’.:."EI'IUI:_“{:IW& for the ail- pn:nduc;lngcnuntrlei,
1I.|mel',-' rainfall in many countries of the region; progress
in stabilization, leading to lower inflation rates
(following frl:l'n an average 34 percent in 1995 to 24 5
percent in 1996) and r:efjl.u:eﬂ current armunt
imbalances; and the deepening of structural reforms,
which created a better environment for trade and private
sector investment. Palitical tenﬁmrrs, however; cunl,lnuu:l
[{e] dammn mﬂgre:-s in several countries in the region
while some’ mhers faced overheating pn:ll:l-lerr'rs with
m:-:EEEralmg mﬂalmn and‘a growing fiscal deficit,

The: Mse in ol prices in 1996, undisturbec I:|n,.r the entry
af I!raq inthe :.HI marh:r. mnmbumd o tl-m incredse in
the rate of GOP growth in the oil-producing cotntries.
The GDP ncreased by 9.9 and 4.2 percent in the United
Amh Emirates and lran, I'E'FFE'.'IH-'E!?. nr:::l hn,r 2.5 percent
in Saudi Arabja, the laftey nmd-as't E:-:pa.nsmn
representing, however, an hnprcwemEnl from the ; zeero
growth of the previous year Gradual fiscal consolidation
has been the centrepiece of Saudi .-"nrni:r:a’i refom efforts.
Although: ptﬂ:lllr. expenditure restraint exerted 4
depressing effect in this country, it also contributed o
increased: private sector confidence and a revival of
economic activity, The impetus towards hlghﬂ' growth in
Eg}'p'r ar 4. 3 percent in 1996 mmPar-Ed with 3.2 percent
in 1995, was as much due to an increase in pil revenue -
SArNInEs as o '__iuhftiln'_hill progréss instructural efoms.
Egypt also displayed declining internal and external
imbalances antd lower inflation rates of 7 2 percent in
1996, down from 9.4 percent in 1995, In Turkey the
economy maintained high growth for the second
consecutive year in 1996, at about 6.4 percent fu[lmwng
the 7.5 ;:un:n.nt of 1995, rm:nmring [n:;m 'rhz effects of
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the strong contractionary ecanomic atjustment
measures adopted In 1994, Despite stringent demand
management measires, however, the fiscal deficit
climbed 1o more than 9 percent of GDP in Turkey, and
interest rates reached more than 120 percent. Although
attempts at curbing the triple-digit inflation, which
peaked at 106.3 percent in' 1994, showed some success,
inflation still remained high at 82.3 percent in 1996
These inflationary pressures also <pilled over tothe
Turkish-Cypriot zone, which is linked with the Turkish
economy. Such pressures; combined with political
uncertainty affecting revenues from tounsm, led to a
slenechown in the economy of Cyprus,

Economic adjustment measures continued in-a
majority of countries in The region, bul progress
remained mixed: Some countries such as Egypt, Jordan
and Tunisia advanced considérably in privatization,
while in others, such as the Syrian Arab Republic and
Yemen, much remains to be done. Reform was impeded
by palitical tension in several countries. In the Sudan,
civil strife led 1o economic depression, high inflation of
85 percent and disruptions in trade flows and domestic
marketing, leading inter alia to acute food shortages.
Tm-'mrds the end of 1996, the Sudan s-.:spen-:le-:l
payments on its arears to IME-and this had strong
negative repercussions on the country’s credibworthiness.
In Algena, while most MACFOECONOMIC fargets uncler the
adjustment reform programme were achieved or
surpassed thanks 10 strong performances in the oil and
the agricultural sectors, recessionary trends persisted,
with unemployment at 28 percent for example. In
Lebanan, a rising external debt made delt management
and fiscal consolidation the priodty {or government
effors over the next lew years. Expont diversification, a
central objective of structural reform in Oman, rr!rnamEd

elusive as the non-oil economy stagnated.

Prospects lor the short and medium term appear
generally promising. The price of oil is expected to
come down, but only moderately, and it is expected 1o
help sustain economic growth in oil-producing countries
while having spillover effects in other countries of the
region. Ongoing efforts at strengthening economic and
trade links with the EL by many of the countrie< in the
reglon; such as Turkey, Jordan, Morocco and Cyprus, are
likely to lead 1o improved wade and growth prospects

Uncertainty about peace prospects and the régional
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political situation, on the other hand, is likely 10 hinder
the previous expectations of regional economic
intégration, especially in Jordan, Palestine and, to some
extent, Egypt. The stalemate regarding peace bétween

Israel and the Syrian Arab Republic is likely to retard

econamic progress further in the region as a whaole.
Planned or potential regional projects; especially in the

walter sector, may take longer to materialize, owing to

political uncertainty and internal strife in some North
Alrican countries.

Agricultural performances and issues

Growth in the ngnmhural sector was higher in 1995
than in the previous year in most Morth Alrican
countries, in particular Tunisia, Morocco, Algeria; and in
thi Sudun, ‘which contributed in turn lo a higher rate a:lf
economic growth. In 1996, production of wheat in
North Africa increased by 7.5 percent o a record 16.5

‘million tonnes asa result of above-average production in

all countries. The production of coarse grains in 1996
increased in the subregion by 60 percent 1o 13.6 million
tonnes. Above-average and timely rainfall and better
management practices }Juth contributed o th.her outpul
in the production of cereal and barley as well as other
crops such as Citrus, olives and Jentils.

Emerging from:a severe drought in 1995, Morocco in
1996 benefited from the highest rminfall [evels in the past
30 yiears. As a resull, wheat production in 1996,
estimated 10 be 5.9 million tonnes, was moe than five
times [arger than the previous year's crop of only
1.1 million jonnes. The output of barley inereased by
3.2 million to 3.8 million tonnes and that of maize to
235 D00 tonnes, about five times higher than the
previous year The citrus crop in Morecco, at 1.4 million
tonnes in 1996, also registered a large increase of abour
A5 percent. Asa resull, clirus expors are estimated to
have expanded by about 50 percent.

In Tunisia, good farming conditions during the year led
10 an estimated increase of 18 percent in overall
agricuftural production, up from the 9.7 percent
recorded in 1995; Coreal pr_-t:ll:lu::tl-nr_l reached a record
high of 2.8 million tonnes — a threefold increase over
1995, This was also the case with the production of
olive oil, which is expected to increase o more than
200 000 tonnes. _

In the Syrian Arab Republic, investment and better




Large groups of Iraq’s population are
suffering from severe problems of food
insecurity. Whereas per caput calorie
intake fevels in the Mear East and North
Africa region remained broadly unchanged
between 1988 and 1994, they decreased
by 34 percent In lrag during the same
period. At 43 percent. the decline in
protein intake was even more severe, More
deterioration of the population’s nutri-
tional and health situation.

Important reliel is expected from an
agreemenl, reached in December 1996
between Irag and the United Nations, on
the implementation of the oil-for-food
deal, which allows Iraqi oil exports of up
t0 $1 billion during each 90-day periad in
exchange for the importation of humani-
tarian goods such as food, health supplies
Initially sel for a six-month period, the oil-
for-food deal was extended for another six
months by the Uinited MNations Security
Council on 4 June 1997,

Under the oil-for-food deal, $804.63
million (out of a total of $1.3 billion for
humanitarian assistance) were allocated to

the procurement of foad commodities (o
help ensure a daily energy intake of 2 030
keal and daily protein intake of 47 g per
caput. By the end of May, the country had
received 692 000 fonnes of food, about
one-third of the 2.2 million lonnes
expecied under the deal. The first com-
modities started arviving in late March,
and the distribution of wheat flour started
in April In May, food distribution included
rations of wheat flour, rice, pulses and oil,
As fior salt, sugar and tea, deliveries had
nol been sufficient for a monthly distribu-
tion. The distribution of the full ration

- quota is expected to start in July. An

emergency feeding operation, targeted at
vulnerable groups whose special food
needs will not be covered by the distriby-
tion of food wnder the deal, has been
jointly approved by FAC and WFP for the
pesiod 1 April to 31 December 1997. It is
estimated, however, that the allocation of
$804.63 million for food will only cover
sightly more than 50 percent of the
estimated food import requirements,
Although the food-for-oil deal will
undoubledly alleviate the present serious
food shortages (as tetal monthly ration




quotas will increase by 20 percent with the
arvival of iood under the deal) and
mmhtﬂumtﬁhﬂmd
Ihealth situation of the afiected population,
food securily remains precarious, The
scarcity of basic agricullural inputs such as
seeds, spare parts, vaccines and
‘agrochemicals, together with the wide-
spread incidence of pests, weeds and
~animal diseases, has resulted in low yields
and productivity. The general performance
of the agricultural sector, particularly in
the 1996/97 season, is cause for concern.
The output of wheat and barley for the
1996,/97 winter crop season is forecast to
be significantly below normal.

With expectations of continued

sanctions, an increased domestic produc-
tion of food remains vitally important and
the government ks making strong efforts in
this direction. As part of these efforts,
ﬂlnﬂunimmﬂrhnmﬂm land
reclamation and irrigation in the south,
The reclaimed areas are also provided
with services, including electricity,
education and health. Research is under
way in Iraq to develop new agricultural
strains and increase seed production

and to maximize the use of livestock
resources. Iragi authorities are

reportedly considering ways of ensuring
that farmers have a financial stake in these
projects in order to ensure that they are
fully involved,
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trrigation management, coupled with highes
international prices, helped spur domestic agricultural
crop production, Having achieved self-sufficiency in
wheat in 1992, the Synan Arab Republic produced more
than 4.2 million tonnes of wheat in 1996 — about

2 million:tonnes more than domestic requirements; In
the first three guarters of the year, about 850 000 tonnes
ol cereals were exported, conipaned with 600 000
tonnes for the whole of 1995, Further increases in cereal
exports are anticipated in the near future, as investments
are being made to expand storage capacity, in particular
with the assistance of the lslamic Develapment Bapk,
Among the country’s non-food crops, a record cotton
harvest was recorded in 1996, about 11.5 percent over
1995 levels and approximately 20 percent aboye the
average for 1991-95. Assisted by timely rainfall, the
major factor behind Increased output was the jump in
yields 1o 3:4 ronnestha in 1996 from 3.1 1onnestha in
1995 and anly 1.6 tonnes’ha in 1991.

Favanirable climatic conditions in the Sudan resulted
in increased wheal production in 1996 compansd with
the previous year. The production of other commadities,
such as sesame ceed, also increased; Timely rminfall also
led toan increase in colton production of more than
12 percent over last year, although vields have been
tendentially declimng and compare poorly with waorld
averages. A major reason for the declining yields is a
lack of maintenance and the consequent sedimentation
of canals, which Impedes an adeqguate flow of water,
especially important for the cotton crop, There Is cause
for concern, as cotton |s the Sudan’s langest single export
earner and a major contributor to economic growth.

In Saudi Arabia, budgetary constraints over the last
few years required a reconsideration of the policies in
support of agnculture. Reforms begun in 1991, with the

aim of reducing the production of highly subsidized

wheat in harsh desert conchtions, have continued and
led to further reductions in the subsidies. Asa result,
wheat production, which reached a peak of 4.1 million
tonnes in 1991/92, was down to between 1 million and
2 million tonnes by 1996. With-an estimated local
consumption of 1.8 million tonnes, the gap Is expected
to be met by existing stocks. Barley production,
estimated to be 450 000 tonnes, also declined to half its
previous level. Cereal production, which is mostly
dependent on groundwates sources, has led to the rapid
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depletion of this non-renewable resource. Since the
Eﬂl'iﬂl-lh_l.ﬂﬂl_.seclpr:_l_l_?es about 80 percent of available:
water in Saud| Arabia, efficient management of water
FESOUTCES i now a government priorty, which has
implications for grain production. Diversification from
grain to crops that consume less water, such as fruits and
vegetables, is being encouraged.
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EGYPT

Economic overview

The economic adjustment programme intiated in 1991
in Egypt has marked a wming point in the country's
macroecanomic and sectoral policy orientation, Until
the early, 1970s, inward-looking, state-sponsored
economic growth policies were the comerstone of
Egypt's dinvelopment strategy, with an emphasis on
social welfare and state subsidization of basic needs.
Although this approach did lead to improvements in
living conditions for the majority of Egyptians in the
19605 and the 1970s, it nevertheless laid the basis for
the economy’s structural imbalances which, by the
19905, had proved to be unsustainable in the long term.

MNotwithstanding a few liberalization initiatives in the
mid-1970s, the economy remained chamacterized by
pervasive controls and a predoeminantly import-
substitution regime. As a result of the high oil prices and
the concomitant remittances trom expatriate Egyplian
labour in the Gulf Cooperation Council (GCEC) countries,
tagether with earnings from the Suez Canal, the
economy-stll grew at a very rapid pace, Expansionary
policies continued well into the 1980s when oil prices
were declining and financial and external account
disequilibria were beginning to emerge as a serious
problem. '

By the end of the 19805, together with the
concomitant decline ih oil prices after 1982, the
prolonged recessiopary global economic climate had
made evident the structural weaknesses in the economy.
These weaknesses were exacerbated by mounting
external debt ane fiscal deficits. An overreliance on ol
exports, declining non-oil exports and inefficiencies in
resource use made the pattern’ of growth unsustainable.
GDF growth decelerated significantly during the latter
part of the 1980s, translating into @ deciine in GDP per
caput from an average of 5615 in 1980-86 10 $588 by
the end of the decade.®® Budgetary deficits, financed
primarily by the printing of money, led to double-digit
inflation and contributed to the slowdown in growth,
Mounting debt-service payments led to an accumulation
ol arrears.

In 1991, Egypt adopted an Economic Reform and
Structural Adjustment Programme (ERSAP), aimed at
stabilizing and réstructuring the economy to achieve
greater efficiency in resource use, and at restonng
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A market; trade liberalization; fimancial sector reforms;

}p [f:j reform of public enterprises and their eventual sale;
i elimination of price controls, tax reform; and the

institution of an effective mgulatory framework. As part
of the initial phase of the programme, key reforms
undertaken in Egypt were the alignment of the exchange
rate; the deregulation of agricultural, food and industrial
prices; a gradual reduction in consumer food subsidies:
and a move towards greater privatization in an effort to
establish a more market-based economy.

The 1991 ERSAP was followed in 1993 by another
economic reform programme, ERSAP Phase || Reforms
under the second phase helped to stabilize
macroeconomic balances further and, after a difficult
start, nevive the economy. Economic growth remained
weak during the early 1990s, averaging just over
1 percent during 1992-94, but it gained strength in
1995 (+3.2 percent) and again in 1996 {an estimated
+4 percent). For the fiscal year 1997/98, the first year of
the riext five-year plan, tagets include GDP growth of
B:2 percent. Underlying the improved growth
performances in recent years were major advances in
economic stabihization. Despite a reduction in fiscal
revenbes from duties, the budget deficit, which stood at
around B percent in the late 1980s, is projected to
decline 0 a remarkably low 1.1 percent of GDP in
1996/07. The rationalization of government
expenditurés and tight monetary pelicy brought the
cuprent account almost in balance in 1996, while
inflaticn declined from about 20 percent in 1991 toan
estimated 7.2 percent in 1996. This is a considerable
achievement in the face of the substantial decontrol of
prices for basic food commodities, electricity, petroleum
and transport, among uduar_ things, A further reduction in
subsicies on petroleum products, natural gas and
electricity is expected-in the coming years, After a
devaluation of more than 300 percent between 1988
and 19971, the liberalization of the foreign exchange
markets stabilized the currency, which has now become
convertible. _

Although it got off to a slow start, the privatization
programme has since made some progress. More than
90 state enterprises are expected 1o be privatized by
mid- 1948, although company valuations could be a
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contentious issue, In addition, one of the four major

public sector banks is expected to be put up for sale in

the course of 1997, Debt restructuring of public
enterprises 14 also expected 10 generate INCome. It 15
expected that privatization in 1997 alone will generate
reventies equivalent to about 5 percent of GDF, some of
which could go tawards servicing the external debt
which currently stands at about-$37 billion. Private

sector involvement is also being encouraged in energy

projects, An investment law 1o streamline Investmeant
regulations as well as an anti-trust law are expected o
be passed in 1997,

I late 1996, Egypt concluded another $391 million
staniby agreement with IMF in anticipation of the
meeting of the Pans Club to lacilitate the third and last
£4 hillion of a 1otal § 10 billion Pans Club debt write-off,
contingent on the successiul completion of an IME
programme - However, this is associated with stringent
criteria requiring further macroeconomic, financial,
trade and privatization reforms in the coming months.
The debt relief is expected to save more than aboul
2090 million peryear in debt servicing and reduce
external debt toamund $28 billion, or a little more than
half the total debtof $50 hllion at the time the
programme was adopted in 1991

Agricultural resources and prospects

An overall scarcity of water 15 a constraint to the
pxpansion of agncultural land in Egypt. Furthermare,
rapid population mcreases in the last two decades have
put additional pressure. on domestic lood production
while, at the same time, urbanization has encroached on
potentially viable agricultural fand.

Cultivable area in Egypt is limited, Of the total land
area of about 1 million km?, less than 4 percent is
habitable, mainly alang the Nile where most of the
country’s population of more than 60 million people s
concentrated. With the Nile providing almost the only
source of water ewing to the very limited rainfall, the
3.7 million ha of arable fand base is limited primarily o
the irrigated area. At D06 ha per caput, Egypl's per caput
cultivable land area is therefore among the [owest in the
world. The major crops in Egypt are cofton, rice, wheat,
maize, sugar, berseem, beans and fruits and vegetables.

With an improved climate for investment and an
economy on the road to recovery, large development
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schemes are being considered. A highly ambitious
project recently launched is the Nile Irigation Plan,
aimed al diverting one-tenth of the flow of the Nile 1o
irtigate the western desert. The project, which is
expected 1o extend over 20 years, aims to pump water

5 km through a tunnel into a canal and then raise it o a
height of 55 m, requiring the world's lamest pumping
station. Only 20 percent of the cost of the project should
be covered by the government, with the rest being
financed by private investors who should be attractec by
such incentives as cheap land. According to some
analysts, however, the very, high costs involved are not
justified on economic greunds, Moreover, since the
Sudan and Ethiopia are aleo building dams on the same
river, the flow of water. could be less than expected in
Egypt, In the past, attempts at Irrigating deserts in Ezypt
through Inrlgvhnur canals have not been very suocessiul,
not least owing to huge evaporation losses and the
problem of moving dunes, Since the proposed site is also
ina depression. waterlogging is a potential drawback.

Agricultural performances and palicies

Although agriculture remains an important <ector in the
Egyptian economy, its share in GDP has markedly
declined, from more than 38 percent in 1975 to 25.6
percent in'1985% and 16 percent in 1994-95, The
declining economic importance of agriculture reflected

Jhe greater dynamism of other sectors and, in particular,

the rise in oil and Suez Canal revenues. However, the
decline also reflects [acklustre performances in the
agricultural sectorn, constrained as it is by natural
resource |imitations incaddition to having been severely
encumbered by controls during the past decades. Amid
pronounced fluctuations, food and ag ricultural output
has risen only slowly, panticularly between the late
1960s and early 1980s when it actually declined by
about 10 percent in per caput terms, Production growth
subsequently accelerated to a fairly sustained rate,
although with some temporary sethacks; partic ularly in
1988-89 and 1994, Owerall, however, domestic
production has been inadequate to cover the neetds of a
rapidly expanding population, thus requiring massive
volumes of food imponts, both commercial and in the
form of lood aid, The value of cereal imports, which
account for more than one-third of total agricultural
imports, rose steeply during the 1970s, peaking in 1982
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at $1.7 ballion, but declining since the late 19805 to
atout $900 million in recent vears. In cerain periods,
particularly 198790, the value of food imports
significantly exceeded the total value of merchandise
exports, Thiswas explained o a large extent by the
important concessional or gant companent of food
imports. Indeed, after 1975-76, Egypt received
considerable volumes of food aid in cereals which, in
some vears, lamgely exceeded 2 million tonnes or about
one-third of the country's total cereal imports. In those
peak years; Egypt was receiving 15 ta 20 percent of the
world's total food aid in cereals. Since 1997, however,
cereal food aid fo Egypt has sharply declined, reaching
about 200 000 1ennes in recent years.

Social welfare considerations have traditionally been
at the centre of the policy concerns of the Government
of Egypt, Agnculiural and food policies have aimed at
ensuring the availability of basic food at cheap and
affordable prices for the vastmajority of the population.
To the extent that they contributed 1o raising the average.
food infake and reducing poverty, these palicies may be
comsidered successful, However, they also had the effect
of dépressing the economic climate for agricultural
‘development. To achieve “c heap food” objedives,
interventions by the government in both food production
and consumption were implemented through direct
price controls a< well as indirectly, through exchange
rate policies. Until the alignment of the exchange rate in
1991, valuation of the agricultural food or non-food
commodities at the official (overvalued) exchange rate
Ted toartificially: low prices both for imported
agncultural products and domestically produced
tradables: This resulted in a heavy tax on domestic
producers; the implicit tax on wheat increased from 4.2
percent in 1973-79 to 55 parcent in 1980-85, the same
trend as exhibited foe rice and maize

At the same time; production was subsidized through
the public provision of agricultural services and the
granting of low rates or exemptions for the recove nyof
operation and maintenance costs on pubhic sector
investrment: Direct subsidies 1o agricultural inputs, such
as fertilizers, pesticides, seeds and animal feeds, started
in the early 1970s, Socialist policies included tand
redistribution, the formation of agricultural cooperatives
and state controls on cultivable area and cropping
patterns. The govemment implemented large irigation
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investiment schemes o reclaim marginal lands, which
contributed ta increasing the effective cultivable fand
area. State intervention also included the nationalization
of coton trade, govemmen! monopalies and a
mandatory delivery system for expornt crops.

Since the inception of the reform programme, both
directand indirect interventions in agriculture have
geneally been removed and most subsidies have been
abolished While economic reforms in the agrculture
sectof have no doubt contnibuted to a better
enviranment for famyact ivity, the extent ‘to which they
have translated into cutputand productivity gains is
difficult o assess. Ovenl|, agricultural output growth
averaged 2.7 percent yearly duning 1991-96, close 1o the
population growth mite, suggesting an improvement from
the performances of previous decades. The picture varies
significantly depending on the various crops, however,
and agricultural production has remained subject to
pronounced fluctuations. Indeed, behind 'the average
growth of the 19905, yearly vanations ranged from -3.3
percent in 1994 10 7.4 percent in 1995, As regards
individual crops, wheat production rose by a sigriificant
34 pecent between 1990 and 1996, thanks in partic ular
1o betier extension and land reclamation programmes
which started in the mid 1960s, but maize only rose by
14 percent during the same period. After two bad crap
yaars that brought cottion production to the lowest levels
in seseral decades, coton output rose by almost 50
percent in 1996 (from the 1995 level), reflecting a 40
percent increase fn the land area under this commodity
as well as better pest contm] and improved market
prices. Similarly, priceliberalizanon over the years
contributed to an increase in rice production to.a recond
high of an estimated 2.8 million tannes in 1996, with a
projected export surphs of 600 000 tonnes: However,
the lame quantities of water recpuiresd for. this orop,
togdther with its high production costs and conslderable
dometic demand, may not allow for large exponable
surplises: in the future.

Consumer subsidies and food security

Drespite the inadequacies of the domestic food supply
system and the financial difficulties posed by the need to
impon large quantites of ood, Egypt has achieved
remarkable success in improving the nutritional status of
its population, Calorie supplies rose steeply from about
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2 500 keal per day during the early 19705 to more than
3 200 kcal per day in the early 1980s and subsequently
rerained at a high level. The current level of 3 340 kcal
per day is about 15 percent above the average for the
Near East and North Africa region, and 25 percen! above
the average for the developing countries as a whole.

Improvenients in the food consumption levels of a vast
majority of the population have been achieved to a large
extent through social welfare measures, including
consumer foad subsidies that have been gensrous|y
provided during the expansionary fiscal policies of the
last-two decades.

By the 1980s, Egypt had one of the mos| extens)ve
copsumer subsichy systenis in the world. Quatas of rice,
oil, sugar, tea and soap were guaranteed by the
government 1oeach individual through a ration card
system. In addition; state cooperative stores sold food
items such as macaroni, eges, oil, cheese, sugar and tea
at below market prices: Bread was, and still is, available
at subsicized prices in unlimited quantities.

In addition to the ration card schemes, the consumer
prices of food commodities wers officially control led
From 1975 to 1979, the price to the consumerof |ocally
produced wheat was about hali itz cost to the
guwmmant,_t-.-hﬂe that of imported wheat was one-thind
of the international cost. Similar policies were applied
for sugar, wheat flourand beans.

Largely as a result of food subsidy policies, during the
period of rapid economic growth, the percentage of
urban poot, estirmated to be approximately 37 percent of
the population in 197475, declined to about 23 percent
in 1981/82 and the decline was even morne pronounced
in the nral areas.

The high level of consumer protection, however,
contributed 10 u nisustainable budgetary deficits which
reached a peak of about 10 percent of GDP in 1980-82.
About hali ofthe total subsidies went towards meeting
the costs of Highly subsidized wheat while another thind
went towards sugar.

With the global and regional recession that lasted
throughout the better part'of the 19805, which for Egypt
translated inio macroeconomic imbalances and a
slowdown in economic growth, the gains made towards
increased food security and reduced poverty were
reversed. Food production performances were
particularly poor during the early pan of the 19805, and



MEAR EAST
AND NORTH AFRICA

R

the cost of cereal imports more than doubled between
1978 and 1981. The financial burden of general and
indefinite subsidies on food production and
consumption went well beyond the means of the
government. It became increasingly accepted that the
shart-term welfare gains created by these subsidies were
largely outweighed by the losses involved in the ensuing
fmnancial disequilibria and long-term distortions ansing
from the extensively protected systems.

Thus, an important element of the scopomic reform
programme in 1991 was the reduction in consumer
subsidies; which declined o 2.3 percent of GDP in
1890-93. On a per caput basts, the real value of the-
average subsidy declined from 108.4 Egvptian pounds
{LE} during 1980-89 ta less than hall that level, &t
LE 418, during 1990-93. By 1993, most subsidies
wire removed but those on wheat, oll and o1l products
and sugar remained. Since then, the selling price of
miast of these subsidized commodities has been
gradually increased. with the price for wheat
approaching its actual cost,

After an mitial drog in welfare during the initial phase
of the economic reform programme, food supply and
access now seemsto be on the increase in Egypt. Sali-
sufficiency rates in wheat have increased from about 20
percent in the mid-19805 to-about 45 percent in 1996,
Policies aimed at greater investments in extesion
services, land reclamation, research and development
for HYVs and population planning since the 1980s,
combined with the liberalization of prices in particular
and the removal of controls on the agricultural sector ac
a.whole. have led to mereases in wheat vields and
produchon. Egypt’s production and availability of fruits
and vegetables has also improved. The liberalization of
the economy has brought dividends in terns of

stabilization and a decline infood prices, especially in

the lastcouple of yeare.

——




" For the purposes of this
subregional’ overview, the
Central and Eastern European
cotntres include: Albania,
Bosnin and Herzegovina,
Bularia, the Czech Republic,
Croatia, Hungary, Poland,
Romania, Slevakia, Slovienia,
The: Former Yugoslay Republic
of Macedonia and the Federal
Republic of Yusoslavia.

= CEFTA includes the Crech
Republic, Hungary, Poland,
Slovakia and Slovenia

CENTRAL AND EASTERN ELUROPE

Decelerating economic growth and weaker
agriculiural performance

Following encouraging developments during the
previous yearn 1996 proved o be a difficult year for the
transition process as awhaole in Central and Eastern
European countries:™ While still standing out as the
{astest growing area in Europe, GOP growth decelerated
from 5.6 to 4 percent in the subregion, However, this
lower aggpregate growth covered shamly contrasting
economic rends between countries. Except for Hungary,
where GDP growth fell to 1 percent In 1996 as a
consequence ol a twough but sucoessiul stabilization
programme, the core group ol countries forming the
Central European Free Trade Agreement (CEFTA)™
achieved significant expansion. Poland and Slovakia
stood oul with the highest growth rates of 6 and 7
percent, respectively, Onthe other hand, <everal
counmes in sputheastern Europe experienced major
reversals, with Bulgaria fn particular recording a
dramatic 10 parcent fall in GOP in 1996, In Bulgaria as
winll as in Albania and Romania inflation rates increased
twoe o tenfoled. These developments seemied to conlimm
earlier signs of the existence of a “two speed”
transformation process towards a market-based economy
in the subregion; the “fast reforming” countries being
those in CEFTA,

The slowdown in overall economic development of
the subregion was the combined effect of several factors.
An important influence was the econamic slowdown in
spime of Central nmI'Eas_h:-rn Europe’s main trading
pariners in Western Europe. Furthermoré, countries at a
more advanced stage of transformation could no longer
resortto.cheap labour and strong devaluation as a
means to maintain competitiveness, In addition, high
inflation in several fast-reforming countries (e.g. 24
percent in Hungary and 19 percent in Poland) hinderad
domestic capital formation,

Increases in real wages generally outpaced those in
productivity, consequently accelerating unit labour costs
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and fuelling inflation in most Central and Eastern
European countries.

Hit by adverse weather, the subregion’s agricultural
procuction declined by about 4.6 percent in 19964
retuming close to the levels of 1994, Encouraging
exceptions were Hungary, Slovakia and Croatia, with the
latter two showing panticularly high growth rates of
6 and & percent, respectively. The most dramatic deciine
in agricultural output (<30 percent) was recorded in
Bulgaria, where 1otal crop and livestock production in
1996 was down to only about half of the 1989 level, The
overall weaker agricultural pedormance of the subregion
chiefly reflected a decline of more than 12 percent in
grain production; The decline was relatively moderate in
Poland and Hungary but dramatic in Bulgaria, Romania
and Yugoslavia (6f 46, 28 and 19 percent, respectively,
with yields per hectare falling by 35, 21 and 14 percent),
The'shoriall generally reflected poor climatic conditions
and financial constraints which [imited the use of inputs
in the [atter countries. During the past difficult years of
transition, a reduced use of industrial inputs, particularly
iertilizers and pesticides, has made the subregion’s grain
sector much more vulnerable to weather conditions.
Benetiting {rom the favourable crop harvest of the
previous year, the output of livestock products in 1996
suffered a less dramatic decline, Thus, meat production
in the subregicn as a whaole fell by around 2 percent in
1996, with occasional short-term increases caused by
distress slaughterings in southeastern Europe.

The setback in agricultural putput, particularly grain,
combined with high International cereal prices, resulted
0 pronounced rses in producer prices all over the
subregion. Grain producer prices rose by about 40
percent in the Czech Republic and Poland in 1996,
while the futures price for wheat in Hungary doubled
within a-year. In Romania, the procurement price offered
by the state for the 1996 harvest was 40 percent higher
thamn in 1995, while stll falling far behind the free
market price.

Higher producer pri::es for grain had strong
transmission effects on prices of other products such as
rapeseed in Poland, milk and dairy products in Romania
and livestock for slaughter in several countries. As the
increase in producer prices outpaced the overall rate of
inflation, domestic agricultural terms of trade tended 1o
improve; notably in Slovakia, Hungary and the Czech
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Republic. In the latter, the improvement was also due to
a better organization of producers in some subsectars.

Price rises at the farmgate also resulted In Increasing
consumer food prices in 1996, although the full effect
was expected o develop only in the course of 1997,
Consumer food prices increased by 19 to 20 percent n
Poland and Hungary in 1996, well below the producer
price increases. On the other hand, consumers in some
countries of southeastern Europe were confronted with
exploding food prices (57 percent in Romania and 311
percent in Bulgaria in 1996), reflecting high consumer
price inflation overall as well-as tight domestic supply
for some basic food tems

Central and Eastern Europe's agricultural policies wens
further aligned with those of the EL. Limited but still
growing support o producers and agricultural markets
was granted through production quotas and guaranteec
{loor prices (eg for milk in Hungary and Slovakiaj,
While still significantly below EL! levels, the producer

“subsidy equivalent (PSE) indicator® tended to increase in

some countries (e.g. m-HunE.;_try tromy 11 to-more than 20
percent between 1992 and 1996} The new agriculiural
programme of the Czech Republic included provisions
lor the protection of agriculture and rural regions in a
broad sense, with over half of the growing state aid 1o
agriculture to be provided as direct payments to farms.

Facing disruptions in thelr agricultural production and
domestic supplies; come countries ol southeastem
Europe introduced ad hoc or emergency policy
measures in 1996 (such as sharp Increases in regulated
prices, export bans, recourse 1o food aid} which brought
chort-tem reliel. However, at the root of the acule
problems of these countries were the hali-hearted
structural refonms of past vears and the institutional
vacuum left after the dismantling of the former system of
economic organization in the agrifood sector, The
sustainability of the new market-based agrifood system
in southeastern European countries will hinge on their
capacity to build institutional and policy defivery
mechanisms that are both operational and supportive of
structural changes.

Developments in agrifood trade

As economic transformation and trade liberalization
were progressing, the dverall trade balances of all
Central and Eastern Eurtpean countries slipped into
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deficit in the mid-1990s. This deficit deteriorated
substantially from $20 biflion 1o $32 billion during
1996, while the net capital inflows were reduced from
$24 billion to $15.4 billion dunng the same year. The
agrifood sector contributed significantly to the overall
trade deficit. While agrifood trade showed great
dynamism between 1993 and 1995, the growth of
imports (+20 percent) outpaced that of exports (+17
percent), In 1995 and 1996, only Bulgaria and Hungary
maintained a surplus in their trade of agricultural and
food products.

The agniood trade balances turned increasingly
negative, reflecting (n particular the economic
slewdown tn Western Europe and growing imports
resulting from demand for high-gquality and high-value
food products on the pan ola minarity of affluent
consumers in Central and Eastern Europe. From midl-
19496, the rediced agricultural output also put a brake
0N EXPOMHS 1N Some countries.

Infemal préssure to increase protection (o compensate
for low competithyeness) and, on the other hand,
external pressure 1o comply with international (WTO
and CEFTA) commitments imposed difficult choices on
policy-makers in Central and Eastern Europe, As a
consequence, policies were often characterized by
variability, Many countries usad trade policies as short-
term means fof addressing domestic market problems.
While import surcharmges that had been introduced
earfier were heing recluced le.g. in Hungary, Poland and
Slovakia), several countries (sometimes the same ones)
applied new impaort tariffs o specilic products for [imited
perieds inorder 10 protect domestic producers, This
cenainly did not help stablilize business conditions or
build investors' and traders’ confidence.

As'a positive development, trade liberalization among
CEFTA countries helped intensify trade flows within the
group, with trade in food and agriculiusal products
expanding at a faster rate than total intra-CEFTA trade.
The dynamic expansion of intra=CEFTA trade had
varying effects on the agrifood trade balances of the
warious member countries (e.g. a positive impact in
Slovakia but a negative impact in Poland in 1995), One
reason for the asymmetric trade performances of the
varlous countries was that they entered CEFTA with
different initial levels of tariff protection. A recent
significant step towards further intra-CEFTA trade
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liberalization was the decision taken in 1996 to apply a
zero tarifl rate to more than half of all agrifood products
traded among the member countries, [t was further
decided to abolish all border restrictions by 1999,

Implementation of the CEFTA treaty in the future will
reguine further efforts to reduce market protection to a
minimum and el iminate the existing differences in
market and trade poligies, Such growing convengences
in palicies will no doubt add further momentum to
agrifood trade within the area.

Agricultural trade relations between Central and
Eastern Europe and the EL! were strengthened further in
1996, with annual increases In the EL import guotas
granted under preferential rade agreements, although
the rate of utilization of such quotas varied, in extreme
cases remaining bnder 50 percent. The countries in
Central and Eastern Europe have experienced a gradual
detericration of their agnfood trade balance with the EU

since 1993 This phenomenon resulted from the

subregion’s lower competitiveness and greater demand
far high-quality food products, but other factors related
tor the system of quotas also played a role.

The EU import quotas under the Europe Agreements
worne pstablished on the basis of pre-reform trade
patterns of the Central and Eastern European countries.
The fact that much tmacde is occurring outside the quotas
shows that the system no longer fully comesponds to the
present; more market-oriented, expon structure of the
eastern partners. Fufthenmore, past expenence has
shown that EU imponting agents captured the bulk of the
economic benefits through the use of quotas. In other
words, the Europe Agreements did not guarantes
improved export prices jor the supplier couniries of the
East. This was a consequence of the curment system of
administration of the preferential EU quotas. Central and
Eastern Europe could derive economic gains from a
maxdification of the system in a way that ensures a better
sharing of the preference margin as well as froman
expansion in the volumes of export quotas.

Frompolicy negotiations and discussions throughout
14994, it-appeared that the enlargement of the EL
tl:_:nwardi the East would not take place before the year
2003 By that time, the ELVs common agricultural policy
{CAP) 15 likely to have undergone important changes. In
this sense, the goal of adjusting 1o a futufe CAP
presented [tself very much as a moving target for the

=
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Central and Eastern European countries which, by 1996,
had announced their wish 10 join the EL!. Moreover,
both in the EL! and the WTE member countries of the
subregion, the Uruguay Round Agreement on
Agricullure is expected to have an important impact on
future agricultural policies. On the one hand,
agricultural tariff bindings for Central and Eastern Europe
have in many cases been set so high that their reduction
during the lifetime of the present WTO agreement would
bring little real liberalization of imports. On the ather
hand, WTO commitments involve increasing pressure
for more liberal agricultural policies in the sulyegion,

‘Market-oriented reform and food security

In the pre- -reform era, countries in the subregion had
generally Enjured a moee than adequate avorape per
caput dietary enemgy supply (DES), except Albania, as
well as a relatively diversified diet. An abundant supply
of faud afferdable by all, had been a major policy
ﬂhjeul'u'f: of communist governments and had been
achieved through extremely low consumer prices

supported by heavy subsidization,

The process of market-oriented reform and the
discontinuation of cansumer subsiclies, together with
reduced real incomes for large sogments of the
population, had a profound negative impact on food
demand and nutrition patterns in all countries. Average
pér caput dietary energy and protein supplies declined
i most countries. In Bulgaria, the per caput DES
declined from 3620 to 3 160 kcallday between 197981
and 1990-92, and developments in mone recent years
may have brought a further deterioration. In Hungary, a
surplus producer of food, per caputidaily protein
supplies were reduced from 96 to 8% g between 1979-81
and 1992-94. Inthe fast-reforming CEFTA countries,
food supply at the national level was not seriously
affected by the reform but localized food access
protlems emerged, causing household food insecurity
among the poorer population groups. According 1o some
estimates, 20010 40 percent of people in those countries
were affected by poverty in the early 1990s, Thesr
nutritional and health standards deteniorated and they
received minimal attention in the form of very limited
social schemes. With the generally declining trend in
output, agrifood trade gained importance for the food
securty of countries in CEFTA
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Particulardy for southeastern Europe; serious problems
emerged with regard to the other fundamental
dimensians of food security, 1.e; the availability and
stability of food supplies. In order to meet domestic food
requirements, Romania had to more than double food
imports during the 1990« (while its exports declined
sharplyl. Even more serious were the experiences of
Bulgana and Albania where economic disruptions, along
with failures of stockholding and trade policies, brought
about grave food crises in the course of the 1990s_ Since
financial means for importing foosd on a commercial
basis were not always available, Bulgaria had to resart 1o
food aid in 1991, 1993, 1994 and 1997, as did Albania
in 1997 These developments suggest that failure to
deepen and consolidate economic transformation can
negatively affect all dimensions of food security, even in
those countries of the subregion that are best endowed
with natural resources for food production,

Reduced production intensity and its environmental
implications

The transition process in Central and Eastern Europe
occurred along with a dramatic decline in industrial
nput use and investments in agriculture, thereby
entailing a less intense production process. This raised
the interesting question of whether such developmaents
increased prospects for @ more sustainable pattern of
agricultural development in the subregion.

The reduction in the intensity of production
maniiested itself in drastic declines (by 55 to 75 percent)
in fertilizer and pesticide use between 198%/90 and
1994/95; widesprear declines in crop yields, ranging
friam 25 to 35 percent in grains; and important
reductions in livestock density and productivity. Related
aspects-included a widespread appearance of
subsistence farming; a reduced rate of utilization of
cultivable land and an increase in agriculture’s share in
total employment in southeastern Europe (eg. from 18 1o
22 percent in Bulgana and from 28 to 36 percent in
Romania). In the fast-reforming countries, a declining
agricultural output was-accompanied by a sharp
reduction In agriculiural employment {e.g by about two-
thirds in Hungary and the Czech Republic from 1990 to
19961, Such declines were less accentuated in countries
relying traditionally ona small-scale farm structure,

Le. in Poland and Slovenia.
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Although the reduced production intensity, refllected
changed farm input and price structures following
recluctions in subsidies; it was a major factor
cantributing to the general fall in agricultural ocutput,
imvestment, real agricultural incomes and profitability in
the subregion, This factor was also associated with
declining national food seli-sufficiency rates and the
deteriorating net trade position of several countries and
subsectons. A positive aspect of this process was, as
mentioned above, the reduced pressire on the
environment.

The experience of Western Europe provides a
comparative reference [or examining this issue. In 1996,
intensity levels of Central and Eastern European
agriculture {measured by its outpot patterns, vields and
the use of iemllzenl, jJEi'[IEIdE-!. aml machinery) lagged
far behind those in Western Europe; in fact, they had
been lower even before the anset of the transition
process. However, alrcady then, they had sometimes
entailed very severe environmental pollution problems
Such problens were caused by unprofessional and
environmentally damaging practices:(such as improper
storage and application of industrial inputs, high

concentrations of livestock and policies exclusively

ariented towards increasing physical output) rather than
by very high levels of industrial inputs. The resulting
ecological damage required environmental relief
masures in many areas of the subregion,

In the case of Western Europe, environmentally
unsound side-effects of certaln agricultiiral practices
(impacting on water, soil, natral flora and fauna as wel|
as on produce quality) became increasingly visible

during the late 1980s and early 19905, |h response,

efiorts were made to integrate individual agro-
environmental measures into an overall policy
framework. Economic incentives and administrative
measures wird introduced to reduce the use of fetilizers
and pesticides and improve application techniques and
farming practices as a means of reducing nitrate
leaching; phosphorus emissjons and pesticide residues
Combined with environmental conservation
programmes, such measures resulted in a gradual
extensification of agricultural production in several
countries, In several subsectors, however, the important
reduction of fertilizer and pesticide application that took
place did not result in lower yields, but rather in slower

.|
|
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T T progress in land productivity, Suceessiul results were
] achieved in organic farming in some EL countries
‘i\ ! {e.g. Austria, Finland and Germanyl, from both

Uf ecological and economic viewpoints.

! Whal differentiates the process of extensification in
Central and Eastern European countries vis-i-vis.
countries in Western Europe is that, in the former; it was
a spontaneous process brought about by economic and
financial difficulties at the farm level, while in Western
Europe it was the result of deliberate policies aiming at a
better balance of agriculiural supply. and demand as well
as achieving sustainable agncullumr and rural
dmreinpment

Although some countries did introduce a number of
laws and regulations with regard to the use of pesticides
and the problem of residues in food, sustainable
agriculture has yet to be placed in an Integrated policy
framework and treated as a major development
objective in the subregion. With a few exceptions, such
as those of Slovenia and the Czech Republic, the
approach that puts oatpat growth first still prevailing in
Central and Eastern Europe, does not yet adequately
address. 5u51:mnal:r1]]w CONCErTE. However, such neglect
ol sustainability aspects could be expected to change
slowly with the progressive ahp,nmﬂ-nl qof policy-thinking
with that.of the EL

With recoverng n:u-n::-mu: development and hence
the. gr:mrlng demand for food, production intensity can
he expected to increase again in the years to come.
Agriculture in the subregion could then take a moge
sistainable rodte. Same of the Eisenhal conditions for
this 1o take place nrm]ud?

» The elaboration of cnmpmhen:.we national policies
for sustainable agriculture and rural development.
relying on the latest ccientific research and on
practical experience of enviranmentally soumncl
practices; gained in paticular in Westem European
countries and also in some Central and Eastern
Eumpuan countries.

» The creation of an institutional and legal ramework
for the planning and |H1'|:|'|El'l'l-'ET.iHlt}-Dl'l of incentive,
disincentive of punitive Mmeastres ajmed at ERsUng
- systainability in agricultural production practices.

» The promotion of human resource development for
sustatnable food production. Sustainabile agriculture



and rural development is a rather recent and
evolving concept in the subregion. New systems of
agricultural professional education, extension
SErVICes, Ilifnirlg and retraining should widely
disseminate the concept of sustainable resource use
and practices in agriculture, Awareness of the
fundamental importance of ensuring enviranmental
mslamahi]iﬁ' needs to be created amang farm
managers, whose perceptions of agricultural activity
are:maostly limited to productivity and profitability,

In all these areas; international cooperation can

| pmvh:le an Fmpm'tant cnnmhqnmn to the benefit of
the suhreglnn_
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RUSSIAN FEDERATION

This year's subregional review of the Commonwealth of
Independent States (CI5) focuses on the Russian
‘Federation, which is continuing its transiormation into a
political democracy and market economy. lis
macroeconomic performance has continued to improve,
particularly in the area of monetary and price:
_-stﬂhillzalmn and, although official GOP fell in 1995 and
1996 by 4.2 and & percent, rmp{-ctlwiy:. these dicines
compare favourably with the 8.7 and 12 & percent
decreases in 1993 and 1994 Further, the drops are
-prcﬂ.labh overstated, given the likely understating in
official statistics of new private economic activity, The.
decline in output can be viewed as part of the Russian
Federation's vast reallocation of resources and
restructuning of output as consumers' preferences.
replace those of state planners as the driving force of
production and the country s integrated into the world
economy, The country's stricter stabilization policies in
1996 paid off well, as inflation fell 10 22 percent,
compared with 215 and 130 percent in the two previous
years, and lhe'exchnrig'_’é rate stopped plummeting, n
1996, the rouble depreciated against the Linited States
dollar in nominal terms by only 16 percent, after a total
depreciation fn the two previous years of 73 percent. Yet
major problems remain, the most iImmediate being a
breakdown in tax collection and economy-wide
payIMEen? arrears,

Thee reform-induced restructuring of Russian outjut
has strongly atfected agriculture, From 1990 10 1996,
total agricultural production fell by 38 percent, with the
sector’s share in GOP dropping from 22 1012 percent
(according to official figures, with shares in GDP
measured in current prices), While production of both
crops and livestock products has declined, the share of
the latter in total agricultural output decreased over the
period from 63 10 about 45 percent Wheneas the
contraction of Russian agriculture, particularly the
livestock subsector, is considered to be a disaster within
the sector, it can probably be mare realistically assessed
as an inevitable part of long-term market reform and the
resultof an irrational use of resources previously,

Institutional reform _
Twa main elements can be distinguished in Russian
agricultural reform: instititional reform and economic
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restructuring. Institutional reform involves privatization,
land reform and the creation of market infrastructure,
siech as systems of commercial faw, rural banking and
finance. Economic restructuring, on the other hand,
involves changes in the flow and use of real resources
and goods in the agricultural apd food economy, as
indicated. by, changes in the volume and mix of
pmdumnn, consumption and trade.

Since economic reform began in early 1992,
institutional reform of Russian agriculture has been slow,
The state and collective farms inherited from the Soviet
period continue 1o dominate the sector, having changed
in nature and function only cosmetically. In 1996, thiese
farms accounted for about 63 percent of the total autput
of livestock products and 47 percent of that of crops
Hn::ludmg 45 pereent of grain production). In 1992.93,
the central government réquired all state and collective
farms to reorganize. Their main options were o become
joint stock companies (the most common choice made),
punnershlps, associations or cooperatives, to break up
into private farms or to ret.ain thedr current status,
However, the official reonganization of farms has done
little to. change their real organization, managerial
hﬂhawuur or ilntt'mal incentive structure. The decline of
the planned command ecopomy in agriculture has
strengthened farm managers, who resist fundamental
reform in agricuhure, especially 1o the extent that it.
affiects their farms.

Early in the reform period, the federal government
encouraged the development of private farming. The
number of private farms:hit its peak in 1994 at about
280.000 1.1Ilh1:-ugh not all were fl.lnL‘ﬂQl'lEl‘IEJ and has
dEs:HnEd slightly since then, In 1996 the share of prlua'le
farms in:total agricultural land was a meagre & percent.

A major impediment to private farming has been the
nh&mce af a mmmngl'ul land reform that establishes
secure property rights in land. Land reform to date has
been based mainly on a pr-emde“tial decree of October
1 '3'.]3 {The! Eﬂgu.'ﬂimn of Land Relations and the
Eewtnpnwnr of Agrarian Reform [n Russial, buttressed
by another presidential decree of March 1996,
According to the 1993 decree, the (fommer) state and
collective farms take initial possession of the land they
hold and then give gach farm member a land share. The
share entitles the holder to a plot of land within the farm.
Shareholders may (arm the land obtained, rent it gither
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to another farmer or to their parent farm, or invest thair
share in the parent farm. The land can only be used for
agr.h:ull:uml PHIposes anel ca.nrml be sold outsidée the
parent farm.

Although the presidential decrees have established
certatn rights for potential landholders, effective land
reftrm requires enabling fegisiattnn (specifically a land
codel that establishes secure property rights in land,
allowmg landholders to inherit, buy, sell; lease o
mertgage land freely. In summer 1995, a land code
cleared itsdirst hurdles for passage in the Russian
legislature (Dumal, but the Federation Council (the
upper house) has rejected the code. The proposed code
would recast land shares as shares in the enterprise and
would no longer entitle holders 1o an automatic claim to
landl Einanimous consent by all farm stockholders
would be mqunred 10 allow people either to sell their
51.1::H il‘mrem wse il to establish an I:I’Id-Epl‘;'lId-El'ﬁ {iarm.
Such a law would not orly fail to create propery rights -
in ha_n_d s but could also block the distribution of {and 1o
aspiring private farmers. Thus, without a legislative code,
lancl reformyin the Russian Federation remains in limbo.

Anather obstacle facing private farmers is the
underdevelopment of the Russian Federation’s
mmmerclal mirae.tmrlum sSUPPOrt services and credit in

the rural economy. Farmers eeed a syslen for quick and
inexpensive dissemination of market information, a
financial system that allows fast and affordable access to
-::mllal anel a ﬂmﬂgwslem of commercial law that
upholds contract rights; A commercial cradit spstem for
agriculure is particularly necessary. However, the lack
of private property in land 15 retarding its development,
since land cannot e usad as collateral for loans..
Mlhuup;_h vitlnerable |.'|n'l.rah! farmers are the mast in
need, all enterprises within the agricultural and food
economy would benefit from a more developed
commercial markel In!fr:a!.tm::l_uru

Although private Farnung has bardly flourished during
the reformn period, the share of ngru:ullurai oUlpLL
pmdul:Ed on' r:rb.-ata plots has gn:.-rwrs to alout 46 percent
(while still comprising only about & percent of total
farmland) These plots produce the bulk of the country’s
potatoes and vegetables and aboot half of its meat and

-milk: Most of the ouitput is either r:u:rmumed by the plot
halders or sold directly 1o consumers in farmers’
markefs.




The main reform-induced institutional ¢hange in
Russian agriculiure has been the erosion of the state
procurement system, as a growing share of output is
being sold through private channels. 16 1996, state
procurement of grain equalled only 12 percent of
production, with the bulk of purchases being made by
regional rather than federal authorities: Although
cnn‘mmduh,r exchanges were the first private marketing
channel for grain, private traders have since eclipsed
tham. Compared with the state, private traders have.

- offered producers higher prices and prompt payment.

Economic restruc turing
Although institutional reform in Russian agriculture has
: huen slight, economic reform has triggered major
ﬁ:nnnn'l-lc mﬁtm-:;luﬂrlg The palicy changes that han-re
spurrcd the restructuring most have been price
liberalization and the reduction of subsidies to the
agricultural and food economy, Although price:
liberalization and decreases in subsidies have been
impased on agricultune mainly:as part of the
government’s lamer macroeconomic stabilization
programme, the policy changes have substantially
affected farms' decisions conceming input use
and output,
The price liberalization begun in early 1992 has freed
-prices for almost all agricultural inputs and output. The
n:g:tt[.l-ﬂ';'l_r_u_'a_re: continued {although diminished) state
procurement, resulting In some de facto fixing of
producer prices; controlled enemy prices kept below
world prices (although they are rising); and regional and
local Rovernments' eurmnued regulation (to & certain
‘degrew) of consumer prices for foodstuffs. In 1990, Saviet
subsidies o the agricultural and food economy equalled
10 percent of GOP while in 1995 and 1996 Russian
agricultural subsidies represented only about 4 percent
‘of GDP. Furthermore, the nature of subsidies has
changed: explicit budget subsidies (especially for inputs)
have fallen while indirect subsidies have increased, the -
two main types being tax exemptions and the writing-off
ol debts to the state,

The main development: in the economic restructuring
of Ruman agriculture has been the severe confraction of
the |WE'5I:DE|\: secton From 1990 10 1996, inventories of
cattle, hogs and- pm.rll:ry dropped by 32, 43 and 33
percent, respectively, Output of meat decreased over the



U High mcome elastcily
indicates that & change in
consumers’ income will lead
to a large change in their
demand for a gven good; low
income elasticity, on the other
hand, implies that censumens’
demand for & good s less
sensithve to thelr level of
income. This will typically be
the case for staple foods.

perod from 10.1 to 5.4 million tonnes; milk from 55.7
te 36 milllon tonnes and eggs from 47.5 10 31.5 blllion
pieces.

By the late 19805, Soviet per caput consumption of
mst livestock products equalled that of many OECD
counfries. Since real pet caput Soviet GOP was at most
only hall the OECD average. the former USSR was
producing and consuming high-value livestock goods at
a much greater level than one would have expected,
giween the country's real wealth and income.

When economic reform liberalized prices and
recluced subsidies, consumer prices jumpad in response
ta the high costs of production; not anly for foodstuffs
but for all consumer goods. With prices rising more than
wages, consumers”real incomes fell. As a result,
demand for foads with a high income elasticity," such as
meat and other livestock products, dropped. Demand for

food with & low income elasticity did nat fall I.'.r\r much,
and in.the case of such staples as bread and potatoes it
actually increased,

Price liberalization also had the negative supply side-
effect of worsening producers” terms of frade, not only
for the livestock sector, but for agriculture as a whole.
From 1997 10 1996, the percentage increase in
agntu]h.lmf inputprices: Was. foir times that for output
prices. The deterjoration’ in terms of frade following
price liberalization was-a result of the fact that, during
the Saviet period, agriculture was not only subsidized
through direct subsidies but also indirectly through the
price system.

Another way in which reform has hurt the livestock
sector is I:H,.r opening the country up 1o foreign
competition, From 1992 to 1996, total Russian mea
imports increased from 700 000 to 2.2 million tonnes.
Poultry led the surge, with imports soaring over the.
period from 55 000 10 950 000 tonnes, The growth of
meat imports is part of a more general <hift in Russian
agricultural and food imports towards high-value
praducts, especially in trade with couniries that were not
part of the former LISSR. In 1996, high-value progiucts
accounted for about 90 percent of Russian agriculral
and food imports from these nations,

The main reason why. meat impons have grown,
despite falling consumer demand for livestock goods in
general, is that the Russian Federation is a high-cost
producer of meat: Duting the 1980s, the LISSR had a
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greater comparative disadvantage in the production of
meat than in machinery and equipment, and also a
greater disadvantage in meat compared with grain.™
Since the Russian Federation is a higher-cost producer of
meat than Ukraine or Belarus, if the former LISSE in the
aggregate had a comparative disadvantage in meat, this
s particularly so-for the Russian Federation.

The price of Russian meat is uncompetitive, not anly
because of the high costs of primary production but also

-because of the considerable expense of transporting
-output from production sites to the locations in the

Federation {mainly the large cities) where domestic

‘output competes with imports, These distribution costs

are high largely because of deficiencies in the physical

-a.nd institutional infrastructure for interregional

muw.'mi.nt ol agn’cu!tmﬂ output, Another advantage of
imported meat over domestic output is its superior
guality; not necessarily in terms of the pure product but
for its variety, packaging, shelt-life and ease of
preparation. The growing inequality of income
distribution resulting from: reform has created an upper-
income class of Russian consumerswho particularly
valug highﬁr-quality Wias tern) fonds,

The crop sector has dlso been restructuring. Although
prﬂdunhn of vegetables has remained stable. thar of
potatoes' has increased, while output of grain and

sugarbeat has dropped substantially, Average annual
grain production fell from 104 million tonnes in' 1986-90

1071 million tonnes in 1994-96, while the-
corresponding drop lor sugar beet was from 33 million
1o 16 million tonnes.

The contraction of the livestock sector has strongly
affected the grain economy, by reducing the demand for
animal feed. Production of grain, as well as that of ather
crops, has also suffered the shock of worsening terms of
trade forllpawing price flt}Er’ﬂllHllﬂ-l‘h FOr some years now,
Russian fertilizer producers have been exporting the bulk
of their output for hard currency, and energy. producers
can also obtain higher prices by selling on'the world:
market than to domestic farms. With the state no [onger
guaranteeing input supplies and farms facing much
higher real prices for esources; crop producers have
severely reduced their use of inputs — machinery,
fertilizer, pesticides and fuel, Yot for most crops, yields
have dropped by a much lower percentage than input
use. In fact; the average annual grain yield of 1.44
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T g tonnes per hectare during the 1990s is almost
unchanged from the 1980s. This suggests that higher
f } pl_lmf--'a_nd reduced input ava:ﬂahih'l'f_ have motivated
1

farms to use their [imited resources more productively,
The downsizing of the livestock sector has also
substantially reduced Russian imports of grain and
vintually eliminated imports of soybeans and soybean
meal. In 199495 (ulylune) and 1995/96, Russian net
grain imports equalled only 022 and 5 million tonnes,
respectively, compared with an average annual figure for
1987-92 of 22 milllon tonnes. Net anfual imports of
.ml.-'hu-ans and mvhean meal in 199596 avernged {:r|11,r
& 000 and 57 000 tonnes.

Trade policy

Since the beginning of reforms, Russian agricultural
trade policy has switched from controls on expors to.
restrictions on imports. In 1992, the govemnment closely
:untmlled ngﬂcuttuml m;p-nm,. using quotas, licences,
taxes and even complete bans on exports. By 1994,
almost all export controls at the national level had been
lifted and impO restrctions began 1o be imposed. There
are wo main reasons for the shift in trade policy. The
first is that reform is forcing farms to become more seli-
financing and more responsible for marketing their
output, e, to function ke competitive, market-orierted
pmdu:ers ‘I:'he new overriding concemn 1o sell their
cutput (and at the hlghesl possible price) has motivated
farms to lobby for the type of state support that is more:
cu{mnnn ‘u::r markf;r Than planned econamies — for
instance measures restricting foreign competition.

The second reason is that the substantial appreciation
of the rouble in real terms during the eform penod has
hurt the competitiveness of producers (not only in
agriculture, but throtghout the econamy| by making
imports less expensive relative to domestic auTpuL:
Indeed, althaugh the rouble has depreciated in nominal
terms, the inilation, rate has exceeded the rate of
nominal depreciation, thereby leading to an
appreciation of the currency in real ternis. Thus, since
the end of 1992, the rouble has. apprectaled in real Ierms
vis-3-vis the L.Imteri Stmes dolar by about 600 percent.

Russian import restrictions are nevertheless moderate,
Tariffs range from 2 to 10 percent for most crops and 10
to 30 percent for Ilveﬂm:h: pmdml:. There are no quotas
or other quantitative ratm:*tl-nns an imports, However,
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pressure for greater protectionism from the agricultural
establishment i s gn:Iw[rag Although attempts in 199610

create import quotas for sugar, ethyl alcohol and vodka

failed, licensing has been established for imports of the
Jatter two products.

Two factore which should check the pressure for
agricultural profection are opposition from the miain
Import-consuming areas (mainly the large cities) and the
Russian Federation's desire to |oin WTO (the country
2pplied for accession to the Generl Agreement on
Tarifts and Trade in 1993, which WTO replaced as an
DIRAMIZANON N IH‘B‘S! The Agreement on Agriculture,

‘negotiated during the: recently completed Uruguay

Round, forhids import quotas and any other quantitative

import restrictions (although it allows tarifl rate quotas).

As a condition of WTD membership, the Russian
Federation must alsa: accept negotiated maximum

-ﬂ“ﬂwﬂhrﬁ‘ tariffs for agricultural products:

Lung-lenn outlook and policy issues
The Russian Inrﬁ.l:::-ek sector will probably continue to
cofitract for another two o three years, and any,

subsequent growth is unlil&&lf.lﬁ be rapid. The country is

atsoclikely to remain a major imporier of meat and high-
valie products n general for a long fime 10 come.

Budget stringency and. apposition from relorm liberals
should preclude any retum to the generous subkidips on
Iwestm:l: production in:previows vears. A substantial
mmgmemnn af trade protection for the industry 15- also
unlikely, {or the reasans mentioned above. One
development that could conceivably help the sector
weould be INCFEAsINg consumer demand stemming from
nsing real incomes, Same expirts consider that the
country's real GOP will pmhab!r begin to grow within
one to twa years, and evidence indicates that real
ineames are already increasing. However, given that the
Russian Federation fs currently unr:vm‘;pe'rlrlw in
livestock production vis-i-vis the world market, in tems
of both-costs-and quality, the bolk of any rise in
consumer demand would probably be met by an
inCrease in umpr.:-ris r-:llhEt |l1:m domestic output.

For these: reasans, any major increase in livestock
output and drop in imports would require a rediiction in
domestic production and marketing costs. Lowering
pr’ﬁctur:ﬂﬂn Cosls invealves input prices and prudm:lwlly
Although livestock procducers' terms of trade improved



*

CENTRAL
AMD EASTERMN ELIROPE

M Se¢ fooinote &4, p. 212

slightly in 19935, they appear 1o’ have worsened again in
1996, Since Russian enemy pricesare still below world
levels, although they are steadily approaching them,
agpregate real input prices are likely 1o rise rather than
fall in‘the near to medium term. Nor are the prospects
for farm productvity growth encouraging as no major
institutional reforms are foreseen that could significantly
Jm-pm'l-'e mcenr.wes to Lise mpum e effc!enﬂ'g,' This
unreformed former state and collective fanms continue to
dlominate pmducmn. private farming Is stillborm and
private |1I::II5 where livestock output has been growing,
cannot serve 3 the basis for medam competitive

~agriculture: In: a-ddlu::rr'r, commuercial marker

ml'rasrmcmre, wha:h i5 necessany to Im--nr domestic

transaction Comts,” is likely 10 continte. diveloping
Conly stowly. o

If the Russian.meat industry fails to-cut its costs of
pruduc:h:an and distribution, the country’s comparative
tisadvantage in meat will persist, The industry is also
unlikelyin the near |utone o improve the guality and

appeal of output rﬂralh-e tor impors. For thise reasons,

Russian annual net meat imports for the next ten YiEare:

‘couldwell remain at-about 2 million tonnes, with

pouliry: perhaps: accounting for-about half that volume.
A hﬂE."_I'I spof, however is that in 1996 the rouble
*:I::rppad appreciating in real terms against Westerm

‘currencies, thereby eliminating the Exchange rale as a
cause of worsening trade competitiveness_ If prices and

the nominal E:;l:'h:l e mte continue 1o stabilize, which
appears likely, the rouble will also remain generally

-stable in real terms.

I the early 19905, a number of studies forecast that
successtul economic reform in the Russian Federa'rmn
could turn the colntry into a non-irivial exporter of
grair, wlth possible net exports of 10 million to:

20 mlllinn tonnes . A major assumption behind the

imrecas‘t-s is that agrlrulh.lral reform would improve
prudu:nl.rlly in the grain economy. After five years of

reform, however, the country is stll a net grain importer

(5 million tonnes in 1995/496). _

The studies did not anticipateé the worsening of
agriculture’s coststructure as Erlput prices move towards
world market levels following price and frade
|iberaizatian. Although higher input prices. and T

reduced use of inputs have motivated prain producers to

use resources more efficiently and waste less, the deeper
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= The studies previoushy
identificd (footnote 64

p- 212) predict that, in the
abience of productivily gains
slemming from agricullural
reform;, the Russian
Federation wiruld be 4 small
nel importer of grain. n
addition, the studies forecast
that, with less than strong
reform, the country weuld
remain @ nel imperier of
rmieafl.

&

institutional reform that could Improve productivity even
more has not yet occured, Without the cost reduction
that would follow rom this prodectivity growth, Russian
gramn will probably not be-sufficiently competitive on
world markets to resulf in major exparts. Yet the Russian
Federation is.also uniikely 1o return to being a major

“grain importer, The contraction of the livestock sector

has ended its large demand for imported feedgrain for

the long term’: Alse, |0 contrast to meat, the country does
not appear to be such a high-cost producer of grain vis-
dwis the world market; grain is @ more homogeneous
product, which lowers the potential quality difference
between foreign and domestic output, and it is also less
perishable than meat, which means the costs and risks in

‘internal transport are relatively lower.

Thius, in the a-hrgi:-nce ol major institutional reform, the:
Russian Ff:dm'rmn i IlhEIy t0 be either a small net
importer or exporter of prain, with its tracke balance
probably not exceeding 5 million tonnes cithor way= |f

it does export, the most likely products are barley and

ather COArse gmms. The larpe imports of soybeans and

soybean meal are also unhi-:erl,- 10 return, although

annual soybean meal imports ol a couple of hundred
thousancd tonnes are possible.

The only teasible refarm-cansistent way' by which
agntullurccan rebound and Improve its competitiveness
vis=d:vis the world market appears 1o be through
instititional reform that improves productivity and

_Inwers p:‘ﬂdl.lctl-nn and distribution costs. Regardless of

henw primary p-:'nduchﬂn_ls organized, the sector needs a
stronger system of supporive commercial infrastruciure,
in pﬂrth':l.rlﬂr a s'ﬁfem of rural finance, and a land code
that establishes secure property rightsin land Thess two
supports are particularly important for the growth of
private, arming.

Some observers of Russian agriculture argue that
instituitional reform of the sector can proceed only if the
government breaks up the former state and collective
farms. One development, however, that would help
IhL!l!' farme function in the new market-oriented
environment would be to relieve them of the burden of
providing {or their workers” social welfare needs:
{housing, health, education, entedainment). Although, in
some areas, local governments have begun to take over
these respansibilities, the process could be accelerated,

Effective agnicultural policy must also be consistent
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with the general policy goals ol economic reform The
main reform ﬂh]El:‘[Wﬂ-ﬂrﬂ' |||-=.‘i."'r1_||' 10 rermain
macroeconomic stabilization, pm'anza'rl-arl and
development of the institutional base of a market
econamy, and integration inta the world economy (with
admission to WTCO as a top priority) The lmnll:alium of
these gna!s for :heagm:u!tuml and food economy are
that markets must be the fundamental determinant of
prices {or Inpms and output, subsidies o agnculture
must continue to fall, trade bimers must remain mild
and privatization must be reinvigorated.

The policy goals of the conservative Russian
agricultural establishment differ from those of the more
reformist Fednrnl povemment. The main stated abjective
of the former is to achiove as high a Iewf of agricultural
self-sufliciency as possible. "{h_e identified means to this:
end, for whu.h igrw;u]lum mteresl gmiqn'!nhhy

(which -u-muid rr-_-qurre th& government to fix pn-::e-s fﬂr
inputs and output to agriculture’s advantage) and
pl:uuzr_-tmn agmnsl [l'l‘ll:l-l.'.lrl'ls The {DI'EEN-III'I.-'& agﬂ:ullum
establishment fails to prn!ilide inspiration for, and often
blocks, reform within the sector ‘Pushing reform, forward
without the SUPpaHT of the munn}-fs main agricultural
EHIEFEH- rem;um'. I:III-E of The, BOVEIMMERT'S b:p
challenges:
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THE AGROPROCESSING INDUSTRY
AND ECONOMIC DEVELOPMENT

INTRODUCTION
Agriculture and industry have
tradiionally been viewed as two
separate sectors both in erms of their
characteristics and their mle in
economic growth. Agriculture has been
considered the hallmarkof the first
stage of development, while the degree
al industrialization has been taken to
be the most relevant indicator of a
country's progress along the
development path. Morecver, the
proper strategy for growth has often
been conceived as one of a more or
le=s gradual shift from agriculture to
ind usiry, with the onus on agriculture
to finance the shift in the first stage.
This view, however, no longer
appears to be appropriate. On the one
hand, the role of agriculture in the
process of development has been
reappraised and revalued from the
pointof view of its contribution (o
industrialization and its importance for
harmonious develapment and political
and economic stability, On the other
hand, agriculture itself has become a
forrn of industry, as technology, verical
imegration, marketing and consumer
preferences have evolved along lines
that closely follow the proiile of
comparable Industrial sectors, often of
notable complexity and fchness of
variety and scope. This has meant that
the deployment of resources in
agriculture has become increasingly
responsive to market forces and
increasingly integrated in the network



of industrial interdependencles.

Agriculiural producs are shaped by
technologles of growing complexity, and
they incorporate the results of major
recearch and development efforts as well as
increasingly sophisticated individual and
collective preferences regarding nutrition,
health and the environment. While one can
still distinguish the phase of production of
raw materials from the processing and
transformation phase, often this distinction
is blumed by the complexity of technology
and the extent of vertical integration:

the industriallzation of agriculture

and development of agroprocessing
Industries is thus a joint process which s
generating an entirely new type of
industrial sector,

This chapter attermpts to review some of
these issues and assess the actual and
potential role of the agroprocessing
inchustry in economic development. It starts
by discussing the definition of the sector
and reviewing some of the statistical
evidence of its economic importance
worldwide. It then moves anto a
discussion of the role that the
agroprocessing industry can play in
econgmic development in the developing
countries, before reviewing how conditions
for agro-industrial development are
cumently changing wordwide as a regult of
changing trade policies and regimes and
the evolution of both technology and food
corsumption pattems. The chapter then
underlines the growving intemationalization
of agroprocessing activities, in particular
through the increasing importance of
intermaticnal capital activities, and the role
played by multinational corporations in this
process. Finally, it discusses elements of a
conducive policy enviranment for
prommoting the agroprocessing industry and
for ensuring that the sector can provide the
aptimum contribution to economic
development,

AGROPROCESSING INDUSTRY:
DEFINITION AND DIMENSIONS
Types of agroprocessing

A commaon and traditional definition of
agroprocessing industry refers to the
subset of manufacturing that processes
raw materfals and intermediate products
derived from the agricultural sector.
Agroprocessing industry thus means
transiorming products originating from
agriculture, forestry and fizheries.

Indeed, a very large part of agricultural
production undergoes some degree of
transicrmation between harvesting and
final use. The industries that use
agricultural, fishery and forest products as
raw materials comprise a very varied
group. They range from simple
preservation {such as sun drying) and
operations closely related to harvesting to
the praduction, by modem, capital-
intensive methods, of such articles as
textiles, pulp and paper.

The food [ndustries are much more
homogeneous and are sasier to classify
than the non-food industries since their
products all have the same end use. Most
preservation techniques, for example, are
basically similar over a whale range of
perishable food products, whether they be
fruit, vegetables, milk, meat or fich. In
fact, the processing of the more perishable
food products is to a large extent far the
purpose of preservation.

MNon-food industries, in contrast to the
food industries, have a wide variety of
end uses. Almast all non-food agricultural
products require a high degree of
processing. Much more marked ly than
with the food industries, there is usually a
definite sequence of operations, leading
through various Intermediate products
before reaching the final product. Because
of the value added at each of these
successive stages of processing, the
proportion of the total cost represented by



the eniginal raw material diminishes
steadily, A further feature of the non-food
industries is that many of them now
increasingly use synthetics and other
artificial substitutes (especially fibres) in
combination with natural raw materials.

Another useful classification of
agroprocessing Industry is in upstream
and downstream industries. Upstream
industries are engaged in the intlal
processing of agricultural commodities.
Examples are rice and flour milling,
leather tanning, cotton ginning, oil
pressing, saw milling and fish canning.
Devwnstream industries undertake further
manufacturing operations on intermediate
products made from agricultural
materials. Examples are bread, biscuit and
noodle making, textile spinning and
weaving; paper production; clothing and
footwear manufacturing; and rubber
manufactures,

A further specification is related 1o the
nature of the production process which,
in many cases, can range from craft to
industrial organization, For example, in
some developing countries the same good
may be produced both by handloom
weavers working in their own home and
by large textile factories that have
sophisticated machinery and complex
systerns of organization and that produce
a range of industrial products for the
domestic and external markets. In such
cases, it can be misleading to define
agroprocessing industry just on the hasis
of the goods produced because only the
second method of production mentioned
has industrial characteristics.

Today, however, it Is becoming even
mone difficult 10 provide a precise
demarcation of what should be
considered an agro-industrial activity: the
impact of innovation processes and new
technologies suggests a widening of the
range of agre-industry’ inputs that could

be considered, including biotechnological
and synthetic products, for example. This
implies that agro-industry today continues
10 process simple agricultural goods while
also transforming highly sophisticated
industrial inputs that are often the

result of considerable investments in
research, technology and innovation,
Corresponding to this growing complexity
of inputs is an increasing range of
transformation processes, characterized
by physical and chemical alteration and
atmed at improving the marketability

of raw materials according to the final
end use.

All these factors — the growing
complexity of inputs, the impact of
innovation processes and new
technologies, the sophistication and the
growing range of the transformation
proceszes — makes it increasingly difficult
to draw a clear distinction between what
should be considered strictly industry and
what can be classified as agro-industry,

According to the traditional
classification of the UN International
Standard Industrial Classification of All
Economic Activities (ISIC), which is quite
rigld but wseful for statistical purposes,
agro-industrial prodiction is present in
many manufacturing sectors:

3.1 Manufacture of Food, Beverages and
Tobacco; 3.2 Textile, Wearing Apparel
and Leather Industries; 3.3 Manufactire of
Waood and Wood Products, Including
Furniture; 3.4 Manufacture of Paper and
Paper products, Printing and Publishing:

' The term *agro-indusiry™, sometimes used in

this chapter as a convenient abbreviation of
“agroprocessing industry”, should not be
understvod to comprise industries supplying
agriculture with industrial machinery, inputs and
ol
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LS (L14, 15.5)

L TR 184 1530 19 R0 1P TRA 1M THRED iR0a

Industrialized

countries 133 126 83 57 36 31 79 A9 1.2 11 M3 314
EC 119 135 8.5 60 37 34 68 76 13 11 322 316
Japan 1.3 9.4 T2 43 44 23 BB 92 14 1.2 331 264

North America  13.7 119 64 48 28 30 M4 M3 10 LT 353 321

Eastern Europe

and CI5 0.8 205 4.4 137 L7 32 22 1.8 14 13 415 403
countries 1 5 B b 152 114 18 22 43 486 15 1.7 420 376
MIEs' 151 145 150 108 24 1.6 45 50 16 1.8 386 337
Second-

generation

NIEs* 35 197 62 130 32 38 33 3B 10 22 482 425

Ser 15K classificatiom in parenitees.

" A0 comban) 1990 prices

199 for developing counires

' MIEy = Argeniiag, Brazil, Mestcs, former Yegaalavia, blong Komg Indie. ke Republic of Kceea, Singagiosn snd Talwan Prvinee

o Chirma.
L] o MIEs = Metoooe, Tuplida, Chile, Tekey, ndanesla, Malaysia, the Philigpines and Thalkisd,
Lowrre: LN, 1957, mmations! Fedstook af hdrisd Saalivtics 1997, Vienna.

3.5.5 Manufacture of rubber products, industries to total manufacturing value
Although this chapter is about all these added (MVA) in selected country groups
areas of agro-industry, it often focuses on in 1980 and 1993-94, based on the broad
the particularly important group of food, ISIC classification outlined above. Even in
beverages and tobacco. the most advanced economies, these
Industries represent a large part of total
Agroprocessing industry in figures Industrial activity. In industrialized

Table 3 shows the contribution of agro- countries, while primary agriculture



accounts for a very small proportion of
total output, the various industries derived
from agricultural transformation
represented nearly ane-third of total MVA
in 1994. The share is even-higher (37.6
percent) in developing countries, where
agro-industry is often the main industrial
activity and a major contribulor to
production, export earnings and
employment. However, the share of agro-
tchustries has dropped by around three to
four percentage points in both developing
and industrialized countries since 1980,
slightly more in the former and slightly
less in thee later.

The major component of agro-industrial
activities in both industrialized and
developing countries js composed of the
food, beverages and tobacco industny,
which accounted in 1994 for about
13 percent of total MVA in the
industrial ized countries and 18 percent in
the developing countries, although
the share has alsa been declining in
bath groups.

As regards the distribution of world
value added in the various branches of
agro-industry, the share of the developing
countries has increased significantly in all
branches, reaching close to one-third of
the world total in tobacco, footwear and
textiles and also rising considerably In the
cases of beverages and leather between
1980 and 1994 (Table 4),

Among the industrialized countries, a
strong advance was made by the
Eurapean Community (EC) in food
products, beverages; tobacco and leather
which, however, went along with relative
declines in most other agro-industrial
branches. Morth America strengthened its
market dominance in wood and paper
products, and also increased significantly
its share in the rubber and textile
industries. By contrast, steep relative
declines occurred in Eastern Europe and

the CI5, where problems of economic II
transition imposed a heavy toll on, inter
alia, agro-industrial activity. Shares in I

output in this region declined for all i
branches, from around three percentage
paints for footwear, wood products and
tobacco, to up to nine or ten polnts for
food, beverages, textiles and leather,

The overall gains in contribution to
output by the developing countries were
reflected in the faster rates of expansion
of their industries compared with those
of the industrialized countries during
1980-54 (Table 5), Their rate of growth
exceeded those of industrial and transition
economies for all branches of industrial
activity during the 1980s, and again in
1990-94. Rubber and paper were
particularly bugyant throughout the
pertod, as was the beverage industry
in 199094

The food, beverages and tobacco
industries combined are by far the most
important component of agro-industrial
activities in both developed and
developing countries, and also account
for a sizeable share of their overall
economic output. In the case of the
developing countries, food, beverages
and lobacco manufacturing account for
about 3 to 4 percent of GDF, the share in
the various regions showing a remarkable
convergence over the past decades
(Figure 13}

Latin America and the Caribbean stands
apart from the ather regions, however.
While the economic weight of the
subsector has been historically greater in
this reglon, it has tended to lose relative
importance since the mid-1980s, in
contrast to the other regions where |t has
tended to increase. Most notable is the
steady rise in Asia and the Pacific
throughout much of the 19705 and 1980s,
a trend which has continued also in the
1990s,




TABLE 4

Distribution of world!value added by branch of agro-industry, 1980 and 1993°
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Amprica and Ci%

Foodd 1980 855  I&.0 148 I3 6.3 14.5 T4 100
{31,142 1954 B2 333 13.7 247 b5 1.0 q.0 100.0
Beverages 1980 793  31.6 14 184h 14.0 20.7 1.1 00,0
3:0.2% 1934 733 363 e 192 4.0 26,8 136 LLUIR
Tohacea 1900 7T 3T 32 153 5.0 26.3 122 LR
(3.1.4) 1994 &b8 359 R B In 332 4.7 LLCLE
Textiles 1980 Ta.1 249.3 Td.4 14.0 17.9 2.9 13.2 1000
(3.2.1) 1994 7.3 8.7 m4 19.0 . 28.7 16.5 T4
Wearing apparel 1980 815 34.2 iy 2y ik k5 LLLE T (b
[3.2.2) 1994 760 293 10.3 2589 T4 24.0 126 1o
Leather 1980 767 346 49 1240 189 23.3 15.3 TR0
3.2.3) 1994 712 3.1 T4 1.5 9.1 7R 18.1 Ton.o
Foalwear 1880 740 420 4.4 13.1 Mn.7 25.9 17.6 Tk
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(3.4.1) 1994 Hi.3 i35 13.4 365 1.5 1.7 7T 1{p0.0
Rubber 1980 B4.9 363 172 17h 1.3 15.1 1o T
(3.5.5) 9% Y82 37 162 4.3 3.7 n.a 14.2 10
All manufactures 1980 @79 3157 4.2 239 9.5 ida B2 (LR
(3.1-3.9) 994 WIS 330 1”7 25.9 4.2 16.5 a8 1.0

Vg fudmag China, e which dats were nal evallablia
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At the global level, the food, beverages
and tobacco industries are dominated by
the developed countries, which in 1994
accounted for about 80 percent of the
wiorlel value added in the subsector, with
western Europe and North America
together accounting for nearly 60 percent
{Figure 14].

In the developing countries, the lion's
share of total production in the subsector
i accounted for by Asia and the Pacific
and Latin America and the Caribbean,
each with approximately 45 percent of
developing country production (Figure
15). Yet, while Latin America and the
Caribbean, once dominant among the
developing country regions, has seen it
share decline significantly in the course of
the 1980s from the 50 to 60 percent of
the 1970s, the share of Asia and the
Pacific has expanded rapidly over the
same time span. The decline in the
relative position of sub-Saharan Africa has

been dramatic: after peaking in 1983, its
share in developing country production
has contracted steadily, falling below that
of the MNear East and MNorth Africa.

Expressed as a ratio to agriculiural GDP,
value added in food, beverages and
tobacco provides a broad indicator of the
importance of processing relative 1o
primary agriculture (Figure 16), As
emerges from the figure, processing has
always been an important component of
overall agrifood production in Latin
America and the Caribbean, indicating a
relatively greater sophistication of the
whaole food chain in that region. However,
processing has tended to lose importance
vis-a-vis total agricultural GDP since the
early 19805 in this region.

In all the other developing regions,
processing has gained in importance
relative to primary agricultural
production, most notably so in the case of
Asia and the Pacific.
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Flgure 13

AGRO-INDUSTRY" AS SHARE OF GDP IN DEVELOPING COUNTRY REGIONS
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DEVELOPMENTAL ROLE OF THE
AGROPROCESSING INDUSTRY
Theoretical and empirical studies of the
structural changes that accompany the
development process have revealed a
number of constant patterns. The mast
basic is a secular decline in'the Irr_r[atlm:
weight of the agricultural sector vis-3-vis
non-agriculture as per caput jhcome
increases, This relative decline is
ohserved as a fall in the share of
agriculture in value add-é'd. employment,
trade and per caput consumption . This
goes together with a drop in the share of
primary agricultural production in the
value of the final product, and with a
parallel increase in the agroprocessing
industry value added

These observations have emanated the
popailar prescription that development
necessarily involves a transter of resources
out of agriculture and that this Is largely
coterminous with industrial development,
More recently, however, the development
debate has increasingly focused on the far
more relevant lssue of whethier and how
the agricultural sector can be expected to
make an optimum contribution 1o the
overall process of economic growth. This
guestion can be asked both regarding the
size and functioning of the agriculiural
sector tself and regarding its links with
the rest of the economy. More specifically,
it can be argued that the development of
agro-industry, for those countries with a
comparative advantage in this sector, may
contribute to achieving the proper
balance between agriculture and industry.

A precise thearetical rationale for
emphasizing the role of agro-industry
during the process of development is
provided by Hirschman's linkage
hypothesis,” which postulates that the
best development path lies in selecting
those activities where progress will induce
further progress elsewhere. Thus, an

activity that shows a high degree of
interdependence, as measured by the
proporion of output sald (o or purchased
from other industries, can provide a strong
stimulus to econamic growth. While the
issue of linkages will be discussed in
some detail later, the general observation
can be made here that, because of its high
degree of interdependence with forward
and backward activities, agro-industry can
play a very important role in accelerating
econamic activity.

Potential for agro-industry in developing
counlries

The potential for agro-industrial
development in the developing couniries
is largely linked to the relative abundance
of agricultural mw materials and low-cost
labour in most of them. The most suitable
industries in such conditions are indeed
those that make relatively intensive use of
these abundant raw materials and
unskilled labour and relatively less
intensive use of presumably scarce capital
and skilled [abour.

Many of the industries using agricultural
raw materials have in fact those
characteristics that make them particularly
suftable for the circumstances of many
developing countries, Where the raw
malerial represents a large proportion of
total costs, its ready availability at a
reasonable cost can often offset such
disadvantages as a lack of infrastructure or
skilled labour. Furthermore, for many
agro-industries, a small plant may be
ecanomically efficient, which is another
important factor in developing countries
where the domestic market is limited by

¥ A0 Hirschman, 1958, The strategy off
econonric development, Mew Haven, USA, Yale
Universily Press.




BOX 11

LABOUR
PRODUCTIVITY AND
COST STRUCTURE

IN AGRO-INDUSTRY

Valuee added per emploves
varies widely, both among
couniries and among
different branches of
agro-indusiry, The Table
(ocdumen 1) shows value
added per employee in food
processing for selected
counlries, ranging from a
high of $102 300 per worker
in the United States to a low
of 51 700 in Inddia, among
the countries covered. The

disparities are also substan.
tial - more than 10:1 -
between MiEs (e.g. the
Republic of Korea, Singapore
and Heng Kong) and the low-
income countries (e.g. China,
Kenya and Indial, no doulbt
reflecting differences in the
technologics used as well as
in managerial and operative
skills. Thee Table focolmnm 2)
also shiows that, as expecied,
wage levels rise with

Selected indicators for the food industry' in various countries, 1991-93

Countries Value sdded Wages Percentage in oulput
per per “Materials  Labour Operating
employee employee  and wilitics surplus

(5 ) (R ] ) (%) )
INDLUSTRIALIZED
LUnited States 102.3 4.0 G1.8 R 9.3
Cermany B7.3 7.8 B2 LA 23.0
japan E3.3 .7 00,7 116 6.7
Ialy [Ti | 9.5 12.4 #.1
France h3.8 E 9.5 15.3 11.4
Unlted Kingdom 56.0 0.9 4.8 13.2 2.0
Russian Federation 4 1.9 62.9 B3 inn
DEVELOPING
Korea, Rep. L1 10.7 Bill. i 8.6 31.4
singapore 1.5 14.56 68.2 124 19.4
Chile 5.7 5.1 B1.1 7. 10.3
Hong Kong 23.5 114 6.3 16.3 17.4
Malaysia 15.2 3.6 BAS 3.7 1.8
Thailand 133 2.0 7B 4.5 337
Ghana 6.9 1.4 5.0 7.4 i g
fndonesia 0.1 . hil.B 3.7 3.5
China 3.8 3.5 71.0 15 1.5
Kenva 208 0.7 931 1.6 5.3
India 1.7 0.7 897 #.2 [}
IS 11102

Soaurre LINIOG, 1996 intremadimal Ve liod of adicidried Seagiatics | 998 Yieerma



productivity. In food
products, annual wages per
employee range from a low
of $E00 in Indonesia Lo a
high of $27 800 in Germany.
VWorkers in the food industry
in Singapore are paid 20
times as much on average as
those in Kerva and India.

As for the oosl structure,
raw miaterrals and wifilies
{weater and power) accaund
for well over hali the total
cost of production in food
processing (column 3). In
ot countries the cost of
these inputs represents
between &0 and 90 percent
of the gross value of
production. The proparton
tends to fall as productivity
rives. Peak levels were found
in Kenya and India, where
the cost of raw materials
and utilities constituled 93.1

and 87.7 percent, respec-
tively, of the value of output
i 19973, Labour cosis,
expressed as a percentage of
the total value of output,
fluctuates within a relatively
parraw mange, bul the share
tends Lo be higher in the
industrialized than in the
develaping countries.
Owperating surplus (column
5) covers the refums to
capital and entrepreneurship
in the form of inferest
payments, profits and
dividends. The data do not
reveal any clear-cul patiern.
The level of operating
surplus seems Lo depend
more on the markel
conditions and degree of
competition prevailing in
each couniry than on the
nature of the lechnology
used.



low purchasing power and sometimes by
the small size of the market itself.

The factors actually determining the
most econombc location for an agro-
industry are complex. Generally transport
is a8 main factor. Mot agricultural
products either lose weight and bulk In
processing, meaning they can be
transponed more cheaply after they have
been processed, or they are perishable
and 50 can be more easily transported in
processed form. The situation is also
affected by labour supplies and the
availability of power and other
infrastructure, but industries based on
s pﬂtldm:ts can often be set up
economically in the area where the raw
material is produced. They can therefore
contribute to the relief of the rural
underemployment which is characteristic
of developing countries,

There are, however, exceptions, For
maost grains, shipment of the raw material
in bulk is frequently easier, while many
bakery products are highly perishable and
thus require praduction to be located
Close o the market. Oilseeds (except for
the more perishable ones such as olives
and palm fruit) are also an exception and
can be transported equally easily and
cheaply in raw form or as ofl, cake or
meal, so there is more technical freedom
of choice in the location of processing.
The same is true for the |ater stages of
processing of some commodities. For
exampie, while raw cotton loses weight in
ginning.-which is consequently carried
out in the producing area, yam, textiies
and clothing can all be transported
equally easily and cheaply.

Where there is a high degree of
technical freedom in the choice of
location, industries have frequently
tended to be located in proximity to the
markets because of the more efficlent
labour supply, better infrastructure and

lower distribution costs in the large
market centres. With production for
export, this factor has often tended to
favour the location of processing in the
importing country, This tendency has
been reinforced by other factors,
including the need for additional raw
materials and auxiliary matenals
iparticularly chemicals) that may not be
readily available in the raw material-
producing country: the greater flexibility
in deciding the tvpe of processing
according to the end wse for which the
procuct is required; and the greater
regularity of supply and continuity of
operations that are possible when raw
materials are drawn from several different
parts of the world. However, with
improved infrastructure, enhanced labour
efficiency and growing domestic markets
in the developing countries, there is
increased potential for expanding such
processing in the countries where the raw
materials are produced. In addition; with
grovwing liberalization of world trade,
more developing countries will be able 10
take advantage of lower labour costs 1o
expand their exports of agro-industrial
products.

One further aspect of importance for
the location of agro-industries would
appear to be the possible existence of
economies of scale. Where there are
considerable economies of scale (as in the
production of rubber tyres and pulp and
paper), large markets are of course
esgential, The size of market neaded lor
economic production in such cases may
be far in excess of the domestic market in
individual developing countries, where it
iz limited not only by the low level of per
caput income but also by the frequently
small size of the total population.
However, although in most agro-Industries
average costs of production can be
reduced as the scale of plant is increased,



the importance of economies of scale
should not be exaggerated. The lower cost
of production with a large-scale plant
results not anly from the spreading of
capital and other overhead costs, but also
from the frequently smaller labour
reqquirements per unit of output in the
larger plant, an aspect which is of less
Importance in developing countries where
labour costs are low,

The specificity of agro-industry
Processing Is only one link in a
cantinuous chain between raw material
production and final consumption. The
specificity of agro-industry vis-3-wis ather
industrial subsectors lies largely in the
biological nature of the raw material. The
raw materials used by agro-industry are
generally characterized by the seasonal
nature and the variability ot their
production as wel| as by their
perishability. These aspects pul particular
demands both on the organization of
agro-industrial activities and on the
agricultural base producing the inputs,
thereby adding to the need for a close
integration of raw material production
and processing.

Crop and livestock production cannot
be controlled with great accuracy and
tends to vary shamly from year (o year
owing to the effects of weather and pests
and diseases. |t is possible (o some extent
to reduce these fluctuations theaugh the
better use of sobf and water resources and
control of pests and diseases, It s
generally in the interest of the processing
enterprise, which requires as regular a
supply of raw material as possible, to
ensure or promote implementation of
these measures by producers.

Furthermosde, for most crops production
tends o be concentratec in a particular
season. It can therefore be advantageous
for processing enterprises, particulary

those engaged In canning and freezing. 1o
promote the production in a particular
area of a suitable range of crops and
varieties maturing in different seasons in
order 1o keep processing facilities in
operation for as long as possible. The
perishable nature of many crop and
livestock products also requires close
contact between the producer and
processar as well as advance planning 1o
keep [osses to a minimum.

However, the most impelling reason for
the necessity of this close contact arises
from the possibility of controlling the
quiality of the raw materfals. Their quality
can be influenced by such factors as the
choice of seed; the application of
fertifizers; the control of weeds, pests and
diseases; and sorting and cleaning.
Processors are interested not only in
obtalning uniformity in the quality of their
raw material supplies, but in some cases
their needs are quite specific. Particular
vaneties of some crops (for example, of
tomatioes, apples and pears lor canning)
have long been grown for processing, but
the need for such vareties is increasing as
food technology develops more advanced
processes. Often there are specific
requirements for such factors as shape,
size, texture, colour, flavour, odour,
achdity, viscosity, maturity, specific gravity,
soluble solids, total solids and vitamin
content.

The initiative for the introduction of
different varieties and practices has |
usually come from the processing
enterprises. As a result, for some |
commaodities, especially fruit and I
vegetables for canning and freezing, raw
material production and processing are
increasingly “vertically integrated” in the
developed countries through various
forms of contract farming. In the
developing countries, the lamge-scale
plantation production of such crops and



sugar, coffee, tea, sisal and rubber is
based on the vertical integration of raw
material production and processing.

Linkage effects

From the point of view of development
strategy, one of the most important
features of any industry is the degree to
which it is able to generate demand for
the products of other industries, This
phenomenon is known as linkage. An
industry may encourage investment both
in subsequent stages of production by
“forward linkage” and in earlier stages
through “backward linkage”.

The establishment of certaln primary
processing Industries can lead, through
forward linkage, 1o a number of more
advanced industries. Forest industries are
particularly valuable as a base on which
other industries can be established in this
way, Once paper and paperboard
production has been started, a large
number of conversion industries can
emenge, such as the manufacture of paper
bags, stationery, boxes and cartons,
wooden containers, fumiture and a wide
range of imber products, There are many
other examples: products such as
vegetable oils and rubber are used in a
wide variety of manufacturing industries;
based on the preparation of hides and
skins, tanning operations can be started,
as can the manufacture of footwear and
other leather goods.

The development of agro-industries also
has many beneficial feedback effects on
agriculture itseli. The most direct one is,
of course, the stimulus it provides for
increased agricultural production through
rmarket expansion. Often, in fact, the
establishment of processing facilities is
itself an essantial first step towards
stimulating both consumer demand for
the processed product and an adequate
supply of the raw material. The provision

of transport, power and other Infra-
structural facilities required for agro-
industries also benefits agricultural
production, The development of these
and other industries provides a more
favourable atmosphere for technical
progress and the acceplance of new ideas
in farming itself,

The capacity of agro-industry 1o
generale demand and emplovment in
other industries is also important because
of its growing potential for activating
“sideway linkages”; that is, linkages that
derive from the use of by-products or
waste products of the main industrial
activity. For example, animal fead
industries can utilize several agro-
industrial by-products, such as whey,
oilseed presscakes and blood, carcass and
bone meal. In addition, many industries
using agricultural raw materials produce
waste that can be used as fuel, paper pulp
or fertilizer. Recycling and biological
agriculture are two activities that go
together to respond 1o the idea of a
sustainable form of exploltation of natural
resources within an efficient industrial
comntest,

An effect that is sometimes overlooked
is the substantial increase in emplovment
that may result from setting up an industry
using a raw material. Even if the industrial
process is iself capital-intensive,
considerable employment may be
generated in providing the raw material
base. Finally, agro-industry gives rise to a
demand for a wide variety of machinery,
equipment, packaging materials and
intermediate goods used in the processing
itself.

The agroprocessing industry

in the process of development

The role of agro-industry as a sector of the
economy has multiple facets and changes
in the course of development. In the early
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stages of growth, industrial processing of
agricultural products tends to be limited
to a few export crops, while the majority
of agricultural products are consumed
after minimal forms of processing that are
performed entirely within the agncultural
sector, Upstream processing industries
prevail In their more primitive form, such
as rice and flour milling, oil pressing and
fish canning. An example of this stage
would also be the plantation economy,
where agro-industry and primary
agriculture appear as a vertically
integrated activity, with upstream
processing taking over the agricultural
hase through a production system

that is often founded on forms of
disfranchisement of labourers and small
culthvators.

Oither cases of apparently more
diversified agro-industrial activities, based
on fruits and vegetables or livestock
prociucts, may be equally primitive in
their arganization, the low degree of
value added produced and the lack of
linkages both with the chemical and
mechanical industries and with marketing
and financial services. Such is the case for
Egypt where, in spite of the growth of
vegetable and fruit production and the
refated transformation industry, primary
agriculture still accounts for almost 90
percent of the intermediate goods
punchases of the industry, while a longer
chain of links has developed only for
livestoc k-related products. Similarly, a
large share of agricultural raw prodocts in
total intermediate purchases characterizes
most agro-industrial production of tropical
beverages and other products ariginating
from plantation crops, as well as
viegetables, fruits, tobaceo and livestock
in thee first stage of domestic industrial
development.

Even in the case of limited backward
linkages outside agriculture, food

processing in the early stages of
development can be an important direct
complement to agriculture as a source of
employment for seasonal labour. It
requires very little investrment and
provides ample opportunities for
expanding value added by using
underemployed resources as well as for
improving incomes and nutritron. Cottage
industries of varous forms are found in
almost all areas where agriculture is
sufficiently diversified, and there is scope
for extending the range and timing of
production both for dietary reasons and as
a hedge against uncertabnty, The off-farm
employment opportunities provided by
food processing may thus represent the
first instrument of time-smoothing in the
labour market and, as such, is an
impartant factor of capital accumulation
in rural areas.

Morocco provides an example of a
more advanced stage of development of
agro-industry, characterized by some
more sophisticated downstream industrial
activities, but where off-farm employment
nevertheless remains the industry’s main
engine of growth, In this country, the
prezence of a well-developed food
preserve industry for tomato sawce, fruit
juices and other canned fruit ensures
stronger links with sectors other than
agriculture, both as providers of inputs
fchemicals, glass, aluminium and paper)
and as dependent sectors of furthoer
processing (marketing services). The food
Industry in Morocco i estimated to
purchase anly about 70 percent of its raw
materials from agriculture, while the final
product sold to the consumer and
exported in increasing quantities contains
maore than 45 percent of non-agricultural
products.

A further stage of development of agro-
industry as a producer of food and
beverages can be abserved in a number of



middie-Income countries, such as Turkey,
Argentina and Chile, This stage is
characterized by full development of the
forward linkage chain, with several
marketing and other services incomporated
in the final product, and product
inmovation prevailing over process
innovation to provide a competitive
advantage and sources of growth o the
firms in the market. The linkage with the
marketing chain tends to be well
established, with both organizational and
financial links between the producers and
the retail outlets, The pace at which new
products are introduced is extremely high,
and this testifies to the importance of
product innovation in this phase of the
industry cycle.

Finally, for high-income areas such as the
EL) or the Linited States, the mature stage of
the food industry still appears to be very
dynamic. While the backward and forward
links do not go much beyoad what has
already been achieved by third-gage firms
in middie-income countries, a separate
series of linkages develops through the
producticn of specialized machinery and
process innovation. Because of their size,
market leadership and degree of
Intemationalization, the food-producing
companies [ocated in the high-income
countries are often instrumental [n setting
the base for a whole technology of
processed food production, The amsas
invalved range from the planning and
quality control of agricultural products and
other raw materials, to the design and
manufacture of machinery, specification
and manitoring of the preduction cycle and
the provision of specialized financial and
other services.

Thiss, the multiplicative power of the
agroprocessing Industry throughout the
economy through the linkage effects
appears to be an important factor of
growth both for developing and

developed countries. An additional reason
why agro-Industries are especially
effective In activating demand from the
upstream and downstream sectors lies in
the position of [eod In the consumption
chain. Thus, even at a relatively low level
of sophistication with limited backward
and forward linkages, agro-industries may
still be particularly effective in
channelfing increased global demand into
ingreased output. This is so because, at
the earlier development stages, a high
share of private expenditure is directed
towards cereals and other staples and,
later on, as development progresses,
towards fruits and vegetables and other
food products whose income elasticity is
relatively higher! At later stages of
development, it is the growing integration
of the producing sectors that mainly
ensures the capacity of food production to
activate the rest of the econemy; although
the cantribution of consumption to the
industry multiplier remains sustained
through diversification and growth of
reduicts with higher income elasticities.
Eﬁ important feature of agroprocessing
dustries is that they are a major source
of employment and income, thus
providing access to food and other
necessities to lage groups of population,
They are, therefore, essential eloments in
the attainment of lood security gnails;j
Agroprocessing industries {food,
beverages and tobaccol typleally employ
about 10 percent of the total labour force
employed in manufacturing in the

! The income elasticity of demand refers Lo the
responsiveness of the quaniity demanded of a
pood fo changes in the mcome of consumers,
Thus, the higher the income elasticity, the morne
demand for a good will increase as incomes of
CONIETETE ZrOWw,




developed countnes and around 20 to 30
percent in the developing countries (Table
&), The highest shares are found in Africa,
where they reflect at once the poor
development of the other manufacturing
sectors and the pioneering role of
agraprocessing, and, to a lesser extent, in
the Latin American countries in the
sample. Table 6 also shows the share of
agroprocessing wages and salarmes in total
wages in manufacturing. By comparing
both shares, it appears that, in the
developed countries, earmings in
agricultural processing were on the whole
lower than for other manufacturing
activities, For the developing countries,
patterns are less distinct, but available
data indicate that agroprocessing wages
compare {avourably with those in most
other industrial activities, except those
sophisticated activities that generally
require more skifls and training such as
aircraft, motor vehicles, structural metal
production, cement and chemicals).

A factor underscaring the importance of
dgroprocessing activities as sources of
employment and eamings relates to the
differences in productivity between, on
the ane hand, raw material production —
where gains have been in many cases
spectacular = and, on the other hand,
agro-industry. Although intrasectoral
comparisons may be misleading [unlike
raw materials, volume gains in agro-
industrial output may be relatively small
peer unit of input, but undergo significant
quality change), faster progress in labour
productivity at the fam level may suggest
less ability to create, or retain,
employment, than agroprocessing.
Further, the share of costs ansing from
primary products In total processing s in
many cases o low as to be of minor
significance to the food company. As
economic growth and development
proceed, the dynamic role of

agroprocessing industries must be
appraised in the framework of the
Increasing complexity of food systems and
other agriculture-,; fisheries and foresiny-
based systems, This growing
sophistication is accompanied by shifting
relative weights of the value added and
employment generated at various stages
within these systems. The growth of
labour productivity, which s typically
faster in agricultune than in other sectons
of the economy, contributes to the release
of labour force and hence its availability
for other sectors, and to the decline of the
value of the primary outpul of agriculiure
n-the value of the final, processed goods.
This is particularly noticeable in food
products; the share of food in the average
consumer’s expenditure, in the order of
20 percent in high-income economies
and 40 o 60 percent in medium- and
low-Income countries, compares with
shares that are several times lower for the
value added of agriculture in GDP. The
agroprocessing sectors, as well as the
trade and distribution sectors, account for
mast of this gap. The ability of domestic
Agroprocessing o capture this econamic
opportunity and to contribute to progress
in the agricultural sector, particularly in
the quality dimension, is of great promise
{or the developing countries, This also
underscores the continued significance of
agriculture through its role as the basis for
economic diversification, al the national
a< well as at the local level, since much of
agroprocessing 1s taking place and can be
developed at a local level, thus
contributing to a decentralization of
ecanomic and social progress.

The agroprocessing industry and

the environment

Despite their impartant contribution to
overall and agriculiural development,
agroprocessing industries can also give
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BOX 12

TURNING

A POLLUTANT INTO
A VALUE: THE CASE
OF WHEY

Whey, the liquid residual of
cheese and casein manufac-
ture, is one of the biggest
riestrvoirs of food prolein
that still remaing oulside
human consumption
channele Yel a large
proportion of tolal whey
supplies is still wasted,
Traditionally, whey was
considered an undesirable
element, of litthe inferest ai
bost, and costly 1o get rid of
at worst. The mos common
practice was simply to dump
it In waterways, a particu-
larly damaging practice
from the environmental
viewpaint — it is estimated
that a cheese factory
producing 250 000 litres of
whey per day can pollute as
mirch water as does a city of
50 00 inhabitants, A less
damaging practice was to
feed it o calves or pigs a1 a
supplement fo their normal
diet, With the development
of thie cheese mdustry, it
becane evident that these
traditional solutions were
insufficient to cope with the
problem of whey disposal,
Anti-pollution regulations
were introduced and
progressively enforced in
counbries where whey is
more abundanily proeduced,
thus obliging cheese
manuiaciurers either (o
process their whey or Lo
install their own sewage
facilities, af a negative unit
return, As the fermaer
alternative was. the lesser of
two evils, the industry

imcreased its efforts to
develop its existing facilities,
particularly for drying, as
well a4 brving Lo find new
uses for whey, Whey-powder
production, mainly for feed
uses, emerged as the miost
eronmic silulion and,
micdeed, this fomm of industry
has expanded consdderably
over the past decades. Al
the same time, whey began
entering food comsumption
as an ingredient for 3 wide
varely of products,
particularly beverages such
a5 the (originally Swiss
Rivella) frumi-flavoured
beverages with a high
nufrifional confent, and
evien *whey champagne®
and soil drinks produced on
a commercial scale in some
Eastern Eurapean countrics.
Although durmping whey
mio walerways remaing 4
serious problem in some
countries, this practice has
heen largely reduced,
parficularly in the industrial-
ired countries, thanks to the
tightening of anti-pollution
measures, These measures
have alsy conlribuied o
intensifying research into
alternative uses of whey,
thereby constituling an
example of how encourage-
mienl amd regulation can
induce the industries
themselves to tum polluling
wastage into profit,

—

i



rise to undesirable environmental side-
effects. Left unchecked, like any other
industry, agro-industry can create
environmental pollution or hazards in
various ways: the discharge of organic or
hazardouws wastes into water cupplies; the
emission of dust or gases that affect air
quality and produce toxic substances; and
the use of dangerous machinery that can
put the safety and health of workers at
risk. The seriousness of the pollution
problems created by agro-industrial
activity greatly varies, but it appears that
food transformation activities are
generally less energy-intensive and
release less OO and metal residues than
maet other industrial activities. In fact,
agroprocessing Industries, such as sugar
mills, can become not only enemgy self-
sufficient through the energy conversion
of biomass residues, but also sizeable
electricity producers that feed the national
grid, thus reducing CO. emissions. The
risks of pollution are re‘]:aﬂuely smaller at
the initial stages of preservation and
transformation, but they may increase
with the [evel of physical and chemical
alteration, particularly in the industries
using dated equipment and technology
(new technologies are less polluting than
old ones in terms of wastes and emissions
per unit of output). The size of the
industry may be an important factor, but
not determinant in itself. In fact large,
centralized agro-industries can be
important scurces of punctual pallution,
but smaller-scale industries can also
generate scattered pollutants with a
cumulative effect in a given geographic
region. This is especially so since small
industries, particularly in low-income
countries, lack the financial resources 1o
use modern and clean technologies. The
damages and hazards caused by agro-
industrial pollution may be all the more
serious and immediately perceived since

these industries tend to be concentrated in
urban and peri-urban areas, Finally, the
incidence of agro-industrial wastage and
pollution depends to a very large extent
on the efficiency of the legislative setting
and regulatory action taken to protect the
envirenment. Anti-pollution regulation
can be an important contributorn not only
o reducing the release of polluting
resldues, but also to using them in
profitable ways (see Box 12). However,
many countries still lack a policy
framnewark that adequately addresses the
environmental factor as well as the
institutional, legal and monitoring
structures to implement pollution control
measures effectively,




CHANGING CONDITIONS FOR THE
AGROPROCESSING INDUSTRY
Agricultural support and trade regimes
and patterns of agro-indusirial
production

MNational food and agricultural policies
and international trade policies are a
major [actor determining the nternational
diviston of labour and the geographical
distribution of agricultural and agro-
industrial production. Studies of domestic
and international market prospects for
food and agricullural products are
essential to decisions on the set of
policies that will enable producers and
processors o gain competitiveness and
take advantage of market opportunities.

Policies that affect the prices of inputs
and outputs to producers, processors and
consumers are of critical importance,
Therefore, special attention should be
given to policies regarding taxation,
subsidies, direct price support and tariffs,
bath in the short and the long term,

The temptation exists for policy-makers
to provide incentives or preferential
treatment to the industries supplying
inputs, or to producers, processors or final
consumers of food. These policy
interventions are provided in various
forms: tax concessions to producers of
inplts and products, subsidies an prices
of inputs or food, support prices for
producers at relatively high [evels,
protective tarlfis or other international
trade barriers, The sustainability of such
palicies must be given careful
consideration before adoption, as history
is full of examples of the disastrous
consequences associated with the abrupt
removal of such preferential measures.

It is important that policies applied at
all levels of the food production and
processing system are compatible and
work towards the achievement of the
same goal. Whether in the farm of a lax,

subsidy, support or tariff, policy
interventions must generate net benefits
for society. In other words, the loss. in
frscal revenue from a reduction in taxes
must be more than offset by the increase
in jobs and benefits associated with the
industry; the cost of a subsidy must be
maore than offsat by gains for the direct
and indirect recipients of such a subsidy;
relatively high prices must ensune the
required Increase in production and
expansion of the industry concemed, with
benefits in terms of employment and
income; and the subsidy 1o final
consumers must have net benefits in terms
of nutrition and productivity,

An important aspect of agricultural
protection policies is the phenomenon
that tariffs on processed agriculiural
products have generally been higher than
those on their primary commaodities. This
tariff wedge between a processed
commodity and its corresponding parimary
commodity is often referred to as tanff
excalation. Developing countries have for
many years identified tariff escalation as a
major issue conceming market access and
an impartant obstacle ta their eforts to
establish processing indistries, However,
most of the empircal studies on this
process are by now outdated. A recent
study by FAD® analyses the impact of the
Uruguay Round on larifi escalation {or
agriculwral products in the EL), Japan and
the United States, The study shows that
tariff escalation has been reduced asa
result of the Uruguay Round, creating
somée opportunities for developing
countries to diversify their expors inta
higher-value processed commaodities, The

YFAOC. 1997 The impact of the Lruguay Rowmd
on tariff escalation i agricullweal produncis
ESCF Mo, 3, Rome,
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study concludes, however, that high levels
of escalation will still rernain after the
implementation of the Uraguay Round
CONCESSInNS.

In many developing countries, from
colonial times at least umtil the eardy 1980k,
agriculiure tended to be directly or
indirectly taxed through a combination of
measures involving forced procurement at
prices below market prices, taxation of
inputs, subsidization of manufactures and
overvalued exchange rates. However, this
phenomenon presented very diversified
situations. On the one hand, for ropical
beverages, oils, alcohol and 1obacco, often
against a backdrop of underpaid or taxed
agriculture, huge subsidies were paid to the
processing industry, which was either
organized in the form of parastatals (as in
Africa), or controlled by maltinationals {as
in Central America and Asia), or again
characterized by a tight oligopolistic
structure {as in much of Latin America),

Cin the other hand, the rise of a modern
food processing sector has often been
delayed or even suppressed by the
combination of agricultural taxation and
consumption subsidies characteristic of
traditional food policy In developing
countries. Food distribution systems, in
particular, have relied on forced
procurement and import subsidies, thus
lowering simultaneously the supply of
local produce and prices of processed
food products. Incentives to develop local
manufactures for a variety of food
products have thus been artificially
depressed, especially in sectors such as
dairy products, packed meat and wheat
derivatives. On the other hand, in several
developing countries the rise of a
domestic fruit and vegetable processing
industry has been indirectly encouraged
by the punitive policles adopted against
the production of basic food items. A
policy of “benign neglect® or, in some

cases, of open subsidization in favour of
irrigated crops has thus favoured the
growth of an agro-industrial complex
based on fruits and vegetables in such
diverse countries as Morocco, Turkey,
Mexico and Chile. Similarly, in the case
of tropical fruits, many new indusirial
enterprises have been successful in
producing frult juices, preserves and
products for domestic industries as a
result of the relatively high profitability of
these products, technological advances in
the transiormation processes and the need
to diversify out of sugar and other
plantation crops.

An Interesting example of a
development of the latter type is Brazil,
where the production of juices from
tropical fruits has increased more than
twentyfold in the past ten vears. These
fruits, produced mostly in the northern
and northeastern areas of the country,
used to be consumed in processed form
only in local markets, mainly because the
technology did not allow the production
of juices with the amount of
chemicophysical stability necessary 1o
maintain the organcleptic characteristics
of the product at a commercially
acceptable level. This technological
barrier has been completely overcome
in the course of the 1980s. As a
consequence, the Brazilian industry that
processes tropical fruits, together with the
production of fruits themselves, has
greatly expanded and acquired a lamge
share of the expon market where, for
ceftain products (&.g. maracuja) it almost
has a monopoly.

A special problem of change that
concerns both food price policies and the
processing industry is the transilion to
market economies of the former centrally
planned economies of Eastern Furope and
the CI5. Here the pricing system prior to
transition was characterized by extreme




subsidies to both food producers and
consumers, While roughly two-thirds of
agriculiural land was in the hands of stale
ar collective farms, virually all agro-
industries were sate-owned monopolies.
These paid little attention to guality and
technalogical development, even for
products that were high-value sources of
foreign exchange (such as caviar), The
transition process has changed the
econemic environment by removing or
substantially reducing food subsidies, by
privatizing agriculture and industry and
by deregulating local markets. In the
absence of a comprehensive liberalization
programme, however, new disequilibria
have been created. Higher retail prices for
food are aften not transmitted to farmers
because the processing industry is free to
use market power 1o appropriate
monopolistic rents. At the same time local
producers are faced with strong
competition from imports of higher
quality, Western processed food.

The currisnd trend towards libesalization
and increased market-orientation of
agricultural policies opens a series of
imteresting perspectives for agricultural
and agro-industrial producers. In an
international macroeconomic framework
characterized by low inflation and low
interest rates in the industrialized countries,
imternational trade should receive a
shgnificant impulse, especially in
liberalizing agricultural markets. Growth
prospects appear favourable, particularly
becatise of the increasing diversity of food
consumption, the switch to high income-
elasticity goods and the increasing
impartance of marketing and processing.
These phenomena could result in a massive
reallocation of agriculiural products along
new lines of comparative advantage,
fillowing both the new market perspectives
and the possibilities disclosed by
technology and the evolution of tastes.

Moreover, nomany developing coumntries,
from the mid-1980s anwards and in the
wake of the general move towards
increased [Iberalization and markel
otentation; there seems to have emenged a
i coneciousness of the importance of
agriculture and related sectors. In many
cases this new awareness has coincided
with important policy changes such as the
privatization of government-owned
marketing and processing companies and
with the end of the willingness 1o subsidize
private aligopolies in the commodity
secioe The stage appears (o have been set,
therefore, for an endogenouws growth of the
domestic food industry wherever a
comparative advantage can be exploited.
Mevertheless, it musgt be emphasized that,
in many cases, discrimination against
domestic agrifood industrial activities in
developing couniries continues, as the
discriminatory poliches have only
attenuated rather than disappeared.

Evolution of technology and food
consumption patterns

Additional factors shaping the future of
agro-industrial production and trade are
developments eccurring In technology and
food consumption patterns, mos!
noticeably in the industrialized countries.
In this respect, technological development
in agriculture is going through a transition
phase of great interest. On the one hand,
improvements in production techmigues
hased on tradiional chemibcal and
mechanical innovations have permitted
exceptional increases in vields and large
improvements in quality, mainly
concermning product homogeneity and lack
of physical defects, On the other hand,
more recent trends in agricultural research
and technology point o different models,
hased mostly on innovations of a biological
and biotechnological type as well as on
modern processing technologies.



Thus, while, historically, productivity
growth and price gains achleved through
processing innovations have been
paramount in primary agriculture, and
have been easily transferred 1o the agro-
industrial sector, product innavations are
also beginning to materialize. Although
the resulting improved variety and quality
of final products do not necessarily go
hand In hand with lower costs, the
innovations promise to increase efficiency
in agro-industry and, through the
comespondent increase in demand for
agricultural inputs by the processing
industry, they can contribute to mitigating
the tendency towards price declines
facing primary producers. '

Parallel to lechnological development,
patterns of food consumption in
industrialized countries are evolving
(Table 7). Between 1969-71 and 1990-92
the share of cercals, sugar and roots and
tubers declined a1 the world level, while
that of livestock products, fish and
vegetable oils and fats tended 1o rise.
There were significant variations n the
palierns among country groups and
regions, however. In the developing
regions, for instance, the increased share
of animal products was most evident in
East and Southwest Asia, followed by
South Asia and Latin America and the
Caribbean countries, whereas a similar
increase did not occur in the MNear East
and Africa. The variations were equally
significant between developed and
developing countries. In the example of
sugar, the overall reduced share reflected
a marked decrease in the developed
countries’ share, as that of the developing
countries Increased.

In Industrialized countries two different
tvpes of force are shaping food
consumption patterns, of which the final
effects on the quality, compaosition and
geographical allocation of production are

difficult to predict. One is represented by
an increasing concern for health and
fitness. This was one reasan for the
marked decline in per caput food
consumption of sugar, Also, while the
consumption of livestock products has
increased significantly over the past
decades, the relative importance of these
products i# progressively decreasing,
while a premium Is put on products such
as vegetable products and fruits which,
until only recently, were considered
complementary in nature and largely of
lower value relative to animal products,
These trends are expected to continue in
future years, as shown by the example of
European countries (Table 8),

Fish and other marine and water
products, the supply of which is enhanced
and enlarged by the growth of
aquaculture and other farming
technigues, have also become choice
foods in the diet of higher-income eamers
in the developed countries. Another
aspect of this tendency is the revaluation
of those characteristics of food products
that can be traced back to an “original® or
“natural® pattern of production. In
addition, another biological agriculture,
which appeals to emvironmentalistic
attitudes and value judgements of intrinsic
characteristics of food, s part of the
tendency, as is the trend towards more
nutritious products, which also possess
other desirable dietary properties. These
changes in the dietary patterns of middle-
income brackets in developed countries
mark a transformation of attitudes which
is likely to have profound implications for
food production patterns.

Oin the other hand, modern food
production technology tends 10 multiply
the variety of products derived from
original, natural products. A proliferation
of goods that incorporate innovations in
form, colour, organoleptic and
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conservation properties is flooding the
supermarkets and presenting consumers
with alternative choices, The return to
"naturalness” and the artisanal nature of
original food is thus maiched, somewhat
paradoxically, by an increase in the
artificial nature of these new products,
especially the more industrially
sophisticated ones. The challenge 1o the
food industry, in this case, is to Iry to
reconcile the two tendencies through
processing and product innovation.

An important issue s the extent o
which changes in consumption patterns
and the growing importance of
transformed or processed food in total
food consumption may affect consumer
safety. In general, the contribution of
agrifood indusiries to raising the guality,
variety, nutritional value and safety of
food cannot be overstated. However, risks
of food infection may arise at all the
stages of the food Industry — production,
transformation, packaging, storing and
transport. Also, if inadequately controlled,
the growing sophistication of the product,
with the addition of preservatives,
additives and other substances that may
enhance its market value, may be a
source of greater risk for consumers. A
furtheer factor affecting food quality and
safety is the intensification of trade in
food products. resulting from the general
process of interdependence of
agrifood systems (see the section, The
internationalization of agrifood systems,
p. 250) and factors such as shifts in tastes
and preferences towards well-publicized
Imported products, and greater demand
for convenience foods. Intensified trade
flows, however, raise the potential of
exposing consumers in one part of the
world 1o the food quality and safety
problems of other regions. Rapid transport
and increased shelf-life technology may
allow for contaminated products to reach

thelr intended destinations more quickly
and remain on the market longer, thus
affecting greater numbers of consumers.
Thete problems raise the importance of
adequate food standards and mechanisms
for the rigorous vigilance and monitoring
of the quality and safety of processed
foods, of both domestic and foreign
origin.

Evolution of the agroprocessing industry
and developing countries
The developments in international agro-
industry discussed here have implications
for developing countries and the
possibility of developing their agro-
industrial sectors, Thus, on the one hand,
the gradual process towards increased
liberalization of wade and market-
orientation of domestic policies in the
developed countries will hopefully offer
increasing opportunities for developing
countries, On the other hand, the need 1o
adapt production to the increasingly
sophisticated and demanding
requirements of these markets poses
challenges to both agriculture and agro-
Industry in countries wishing to supply
these markets. Indeed, the suceess of a
number of developing countries in
expanding agro-industrial production and
exports has to a [arge extent depended an
their ability to meet the requirements of
the developed countries’ markets.
Because developed countries
practically consume only processed food,
as even fresh vegetables are variously
cleaned, prepared and packaged when
they reach distribution outlets, the
development of agro-industries s
increasingly becoming one with
development of industrial agriculiure.
indeed, although most of the so-called
new agricultural exporters, such as Chile
and Thalland, have expanded their
capacity 1o provide markets with both



fresh and processed products (see Box

13}, on closer inspection, even “fresh”
fruits and vegetables are themselves
processed goods undergoing sophisticated
operations tn collection, quality contral,
packaging, storage, refrigeration and
transport.

Even disregarding some of the more
exceptional cases, agro-industry has been
an important growth component in a great
number af the better performing
economies of the developing world.
Econometric studies show that this new
and integrated form of agricultural
development is invariably based on
productivity growth and technological
development that are as rapid and
spectacular as those occurring in the
manufacturing sector. Many studies repart
higher growth rates of total factor
productivity in the agriculural sector than
in ather sectors.?® Just as important for
many countries is the drive towards
diversification, as this allows themn to end
their dependence on primary goods,
which often constitite a crucial ohstacle
to seli-sustained growth. The economy-
wide drive towards diversification can be
accompanied by a tendency to diversify
within the sector, with recourse to an
increasing number of processing
technologies that expand value added
andl productivity for agricultural products

' D, Evans. 1987, The long-run determinants of
Morth-South terms of trade and some recent
empirical evidence, Windd Developmend, 15(5):
BET-671; D, Jorgenson, F Gollop and B.
Fraument, 1987, Productivity and US economic
growth, Harvard University Press, Cambridge,
Mass, USA; P Lewds, W. Martin and C. Savage.
1908, Capital investment in thee agricultural
economy, Quarterly Review of the Rural
Eroemnmy, 10{1 5 48-53.
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beyvand the boundaries of traditional
agricuture,

One characteristic of the new agro-
industrial development 12 the increasing
impartance of processing and marketing
activithes. That this |s a key to acquiring
stable <hares of international markets had
been realized by lsrael, which represents
the success story of the T970s and was the
mode| for similar experiences in other
countries. The extraondinary export
growth achieved in the 1980s and 19905
by some countries has depended on the
thorough planning of all preduct
transformation phases, from the original
producers o the final consumers, For off-
season fruits and vegetables, for example,
which have been ane major expanding
export of Chile, careful time planning has
been used to ensure that they amive on
the European markets precisely in the
Intraseasonal imervals when local
products, including off-season produce,
are not avallable.



BOX 13

SUCCESS STORIES IN
EXPORT-ORIENTED
AGRO-INDUSTRY

51!

Up to ten years ago, Chile
had a tradition of producing
high-quality fresh fruits. The
development of its capacity
Lo export against the
estahlished producers of
Europe, North America and
Mexico was hased on
carcful studies of potential
compelitive advantage,
including cost, quality and
marketing characteristics
such as oif-seasonality and
limelingss of delivery. This
effort, sustained over a trial
period of three (o five years,
brought about an expansion
of exports of unprecedented
magnitude, not anly for
Chile's fresh fruit, but also
for many of its agro-
indistrial products such as
wine and food preserves.
Timeliness in harvesting,
processing and transport
depend on an industrial
marketing structure that
coordinatles sales contracts,

temparary storage and
guality controls in all phases
of the product oycle.
Reliahility in terms of
guality, timeliness of
delivery and other contrac-
tual conditions (compaosi-
thon, prices, packaging, etc.)
have gradually contributed
to earning Chilean products
a reputation that ensures
them a stable share of the
international markets,

I addition to product
cheices, seasonality and
careful planning of other
market characteristics, a
more detailed analysis of the
Chilean case reveals ather
key factors for success,
Chilean agriculture took off
in the 19708, when a series
of market-friendly reforms
removed carlier restrictions
and ended longstanding
import substitution policies,
in the growth of the

agriculiural sector, moreover,

THE INTERNATIONALIZATION OF
AGRIFOOD SYSTEMS

Agrifood trade and interdependence of
national agrifood systems

in 1994 world agrifood trade was valued
at about $390 billion, about 10 percent of
total world trade. A predominant role was
played by Europe, which accounted for
almast 50 percent of all imports and 45
percent of all exports. As highlighted in

Figure 17, p. 254, Asia s also an important
economic area with the lapanese market
playing a major role.

Latin America and the Caribbean has
gained a significant market share in the
past 201 years by virtue of high
diversification of agricultural production
and dynamic growth of primary
processing industries as well as
progressive trade liberalization, factors




a major rede has been played
by transnational agro-
industrial companics, which
have planned the develop-
ment of fruit production ina
verfically integrated mode,
according to modern
Indusirial standards and by
exploiting their experience of
export markels,

Chilean agricullure also
constitutes a good example
of the sector's importance as
an engine of agrregale
growth of an economy. The
process of diversiication
and integration of the
apricultural sector has
concided wilh analogous
diversification processes of
the economy which, in the
varly 1970s, was still hoavily
dependient on the exports of
copper (which representid
mare than 70 pereent of
export eamings). Industrial
development and a widening
of the production base,

251,

accomplished in the 1980s
and the 1990, have gone
hand in hand with the
development of a modem
agro-industrial sector, at the
bottom of which industrial-
ized agriculture has shown
productivity growth
comparable with that
of the most advanced
manufacturing aclivities.
Another interesting
success story is that of
Thailand, which was among
the world's top export
performers in the 1980
when its exports expanded
by an annual average of 13.2
percent in real berms,
accounting for as much as
38 percend of GOP in 1950,
Exports conlinued expanding
dramatically during the first
half of the 1990s, doubling
i value bebween 1990 and
1995, Agro-industrial
products, which were
responsible for more than 65

percent of Tolal exporis,
wiere developed by ensuring
a markel-friendly economic
environment and providing
adegqueate fimancial and
sipport services, Some
elements of this success
story also give an idea of the
potential of Iam-_ﬁ'ﬂll.l'lil‘}' B
a leading sector Indeed, the
number of manufacturing
fobs in Thailand doubled
hll"llﬂ'ﬂ'l 1978 and 1 “Iq-
wilh agro-industry account-
ing for 60 percent of all
workers in manufaciuring
industries by 1990, and for
15.4 percent of GDP (up
from 9.7 percent in 1960,
Agro-industry grew at a rate
exceeding 8 perceni poer
vear firom 1980 (o 1990 and,
by 1990, numbered 32 000
private enterprises or 62
percent of the tolal number
of establishments in the

manuiacturing industry.

which have allowed this region to integrate
remarkably well in international markets.
On the other hand, Africa’s presence in
aprifood markets has remained modest,
while the small market share of countries in
Central and Easterm Europe and the CIS
bear witness to the difficult integration of
these countries in world markets,
International capital activities in agro-
industry have reached a very high level:

out of a total of about $300 billion of
foreign direct investrnent (FDI) in 1995,
an estimated $25 billion went 1o the
agrifood industry (see Box 15).

Underdying the growing importance of
international trade and capital flows in
agro-industry has been a process of
internationalization, which has Increased
in intensity over the past decades and has
manifested itself in:




Despite growth and
diversiiication in agro-
industry, vertical integration
and vertical coordination
activities appear fo be
increasing in the sector. This
can be seen in the progres-
sive incorparation of large
agricultural estates into food
multinationals and in the
rapid increase of
preproduction contracts
between farmers and
industry. In the United
States, for example, where
these phenomena are more
evident and tend 1o precede
similar developments in
nther countrics, in 1956
maore than 50 percent of
brailer and almost 16
percent of fruit and
vegelable production were

* an increasing interdependence and
integration of the different national
economies and agricultural systems,
favoured in particular by the
liberalization and external opening of
domestic markets and the
establishment of international zones

of free exchange;

B 14

VERTICAL INTEGRATION

regulated through
preproduction confracts.

The ohjective of reducing
transaction costs accounts
for much of the growth of
vertically inlegrated
companies, and explains
some of the attemplts 1o
coordinate agricultural
supply with industry needs.
An integrated firm may save
resources by consolidating
the many contracts thal
pertain o sales of agricul-
tural goods into a single line
of business. Cost reductions
may also derive from the
consolidation of upstream
contracts with labour, land
and ather inputs of agricul-
tural production,

A second cause of vertical
integration lies in the need

fior agro-industrial produc-
tion ta meet the quality
standards required by an
increasingly specific and
diversificd consumer
demand. Becawse of the
extra cosls associated with
enforcing these standards in
the field, there is an
incentive for individaal
agricultural enterprises to
frevsride on quality lovels
already achivved, Vertical
integration may also be a
way af dealing with this type
of prablem.

level — this is interrelated with the
apparently contrasting process of
market segmentation, whereby
market segments are multiplying
much faster than in the past and,

rather than being limited to a single

country, are extending to the

international level (see Box 16).

* 3 rapid progress and diffusion aof

technological innowvation;

* a trend towards more homogeneous
consumer products with standard
characteristics at the international

Multinationals in the internationalization

process

An important aspect of the
internationalization process is the



BOX 15

FOREIGN DIRECT INVESTMENT IN AGRO-INDUSTRY

An important aspect of the
economic intermationaliza-
tion process has been the
dramatic increase in forcign
direct investment (FDI,
generally and in agro-
indhestry, in the 19805 and
195905,

According to the Workd
ftank Debtor Reporting
Syitem, lotal net flows of FIONI
to developing counltries rose
from $24.5 billion in 1990 to
£95.5 in 1995, while
preliminary estimates for
1996 indicate a further
increase to 5109.5 billion in
1996." Multimational

I See Baooi 1, External debt and
financial fowws to developing
commitries, p, i,

enterprises in the industrial-
teed countries are the main
source of FDI, accounting for
mare than 90 percent of
iflows in recent vears.

The sectoral compaosition
of investment flows lowards
developing countries is nol
so well documented.
However, according o
statistics® on total fows of
FD from OECD counlries to
all destinations, the share
going towards the food,
beverages and tobacco
manufacturing subsector
wars quite significant for a
number of the major

E——

POECTD. 1995, inrevmatnonal
Divect lrrvestoen Sebistical
Yeartoomok | 995 Paris,

providers. Based on data for
1993 the share of FDI flows
to this subsector amounted
to 9.9 percent for the
Umited States, 5.7 percend
for the United Kingdom, 2.5
percent for Japan, 4.2
percent for France, 35.9
percent for the Metherlands
and 13,5 percent for
Switzedand, but only 0.5
percent in the case of

| Cermany,

increased role of multinational
corporations in the agro-industrial sector
of numenous countries. The creation of a
multinational as an organizational entity
may in many cases represent the final
leap in the process of internationalizing
the enterprise, a process which generally
begins with the export phase

In the current environment of Increas-
ing competition in international markets
the main strategies adopted by the
agrifood enterprises have been those of
obtaining, through acquisitions of other

enterprises operating on foreign markets,
a level of competitiveness which would
otherwise have been more costly or risky
to achieve, Indeod, the food Industry has
been affected since the early 1980s by
major acquisitions, mergers and agree-
ments, the main product of which has
been a strong market concentration in
numerous sectors. According to data from
UMNCTAD," over the period 1990.95,

b See LINCTAD. 1996, World lnvestment Report

1. Geneva, UM
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The evolution of the food
industry in the past 15 years
may be considered as a
case-study of a fragmented
market that is becoming
increasingly global under
the effect of two powerful
forces: the evelving patterns
of consumpiion and
technological progress. In
the 1970s the food industry
was characlerized by:

it a large number of local
producers, generally
specialized in the produc-

tion of a single good or in
a sel of closely related

products; i} a small number
of national or international
producers also specalizing
in a single core business;
iii) an even smaller number
of multinational firms,
which were cither
extremely diversified
(Unilever, Nestlé) or strictly
specialized (Coca Cola).
Thi fragmented nature of
the markel was the result of
both natural and policy-
induced constraints. Matural
constraints mainly com-
prised, for local products,
tastes, local equipment,
heand loyalty and consumer
information. Palicy-induced
comstraints resulted mainly
from mion-farif barricrs
associated with health and
hygiene regulations and
from discriminatory policies
of local traders and retail
shops, Because their

BOX 16

MARKET FRAGMENTATION

products could not be
replicated in a standard
form by the larger produc-
ers, local manuiacturers
enjoyid the double
advantage of higher prices
and lower transport cosls,
Their traditional equipment
and the local brands also
proved to be a very
effective means of discour-
aging national producers
from trykng to penetrate
local markets, except

with products that did

nol compete directly with
local oies.

Starting in the mid-1980s,
however, the larger
producers in Europe and the
United States gradually took
aver local markets by
developing a high-growth
strategy based on three
tenets: i) covering the
markel to achieve domi-
nance of a few standard
products; i) increasing the
degree of differentiation by
acquiring or by directly
challenging the local
leaders; and iii) Introducing
new products that could
embody some of the
characteristics of local
products without trying to
replicate them, This strafegy
not only required rapid
growth, but alio an
expansionary policy of
horizontal acquisitions and

aggressive control of
marketing activities, such as

advertising, retailing and
investment in research and
development for product
inmovation. The present
Irends, which conglitute a
conlinuation of the expan-
sion al the national level,
are mastly characterized by
national producers’ altempls
to upgrade their traditional
leadership 1o an interna-
fional level.




BOX 17 In itz 1996 annual repart,’

BEMEFITS OF FOREIGN  WTO discusses several

DIRECT INVESTMENT aspects of FDL. The report
contains a review and
discussion of some of the
benciits and costs of FDN (o
Ihe host country, a guestion
which has been the object of
strong debate between
supporiers and critics of this
Iype of investmenl.
Although the discussion
refates o all forms of FDI, it
is of abvious relevance lo
the debates on the role of
FDI in the agro-industrial
sector and on the agrifood
multinationals. Following
are some of the main points
thal emerge from the WTO
report.

According to the propo-

nents of FIM, in general

UWTD, 1996, Asnugl Beport

195, Ceneva concern are the potential
cross-border mergers and acquisitions in majority of the world agrifood sectors and
the food, beverages and tobacco manu- basing thelr competitive strength on high
facturing subsectors amounted to an degrees of diversification (Table 9),
annual average of $12.2 billion, repre- The majority of the top 100 agrifood
senting 7.7 percent of total cross-border multinationals are located in Europe.
memgers and acquisitions over the period. Ower the past 20 years the multinationals

Within the framework of the increasing of European and Japanese origin have
market concentration, the multinationals increased their share of the top ranking as
have played a role of primary importance, compared with the Americans who, in

terms the benefits accruing
to the host country are
represented by an increase
in natiomnal oulput and
income exceeding the gain
to the invesior. These
benefits can accrue either to
domestic labour (in the form
of expanded real wagies),
domestic comsumers
(through lower prices
and/or improved product
quality) or government (as
increased revenues ).

Much crificism has,
however, been voiced
against FIM and the role of
multinational corporations.
Critics poinl to potential
negative balance-of-
payments effects in the
medivm term, as the
mullinational corporations
increase imports of inlerme-
diate goods and start
repatriation of profits. Other
paints of criticism or

strengthening thelr position in the 1974, occupied 50 positions out of 100



market power of multina-
tional corporations on the
domestic market of the host
couniry, which would allow
them to engage in vanous
restrictive practices that
reduce competition, and the
possible vulnerahility of the
host counlfry governments o
political pressures. In
general, WTO does nal
believe that these concerns
can constitute a sufficient
case against FDN as suich. As
for the potential negative
balance-of-payments effect,
it i pointed oul that FDI in
countries with high levels of
import protection tends to
be less export-orienied than
i coumvtries with low
protection levels and also
that any balance-of-
pavments effect will depend
on the exchange rate reginme
of the counlry. In any case,
it does not appear that the
potential costs associated

with FI3 oubtweizh the
benefits dermving from it
Alsa, it is the belief of WTO
that somi of the probleme
and comcerns associabed
with FO could b
adequately dealt wath in the
framewaork of a multilateral
agreement on FDL

On the positive side, FDI
has considerable importance
as a vehicle for technology
transier, This transier can of
course take place directly to
the firms affected, bul there
may also be important
effects of indirect diffusion
of technology in the host
country, Such diffusion may
be deliberate, for example
through the upgrading of
technologics in other
domestic firms doing
business with the foreign
afiflinte, or in the form of
spillover effects, such as
when technology is copied
by other firms. Other

important positive effects in
the host country could be
the presure on demestic
producers to upgrade and
improve efficiency. Accord-
ing to WTO, the empirical
evidence tends to support
thie view that FDI is the
most potent vehicle for
technology transter and that
FDM leads to higher produc-
tivity in locally owned firms.
FOH also has mmportant
effects an employment The
view that multinational
corporations may have litthe
impact on the development
of local skills is refected by
the empirical evidence;
rather, evidence tends fo
supporl the view that
multinational corporations
can fill eritical management
gaps, facilitate employment
of local labour and transier
skills to local managers and
entrepreneurs,

iTahle 10). Out of a total business volume
af $599 hillion in 1990, the top ten
multinational groups opérating in the
agrifond sector accounted for 32 percent,
and the market is becoming even mone
concentraled in the hands of a fow
mitinationals.

The geographical distribution of the
indugtry is subject to rapid change. The
Uinited States, which was the leading

producer at the beginning of the 1980s,
last ground in the course of the 1980< and
the early 1990s, to the paimt where the EU
is now the main world producer, with a
turnover of more than $600 hillion,
corresponding to more than 35 percent of
the value of total production. The
reciuction in the United States’ supremacy,
however, is less accentuated in terms of
the largest holdings, with Camgill, Kraft,



TABLE 7

 The top 20 multinationals of the agrifood industry, 1994

Cirmup Cimahlry Myin secton Agritpod bauines
,.-"" ol actiity wulame
irmiTfion $)
/ = =
Philip Marris © Unifted States Multiproduct 53 288
Cargill i United States Cereal transionmation S0 DD
Mestlé / Switzerland Multiproduct 40 247
Pepsico f United States Beverages and sofl drinks 28 472
Lnilever Metherlamds Multiproduct 26 150
Coca Cola Uniled Statis Beverages and sofl drinks 21 828
Conagra United States Multiproduct 23512
Rl Nabisco United Siates Mulliproduct 15 366
Danane (BSN) France Multiproduct 12 843
Anheuser Bush United States Beor 11 364
Grand Metropalitan United Kingdom Multiproduect 1 300
Snow Brand Milk Products lapan Dairy products 10 600
Archer Danbels Midland United States Ok and vegetalile fats 10 344
Bunge v Born Argeniina Coereal Dransformation o 50
Maruha (Taiyo Fishery) Japan Fith 9221
EridaniafBeghin-Say italy ©ils and vepetable fals 9157
Kirin Browery Japan Beer 9020
George Weston Lid Canada Food dritribution B 939
General Mills Linited States Multiproduct as517
Allied Domecy Pic United Kingdom Winres and liquors 8375
Sourees Apmodaia
TABLE 10
|:-__ isloniby,
|$@1§1
Countrimi Susnhin
1074 1994
United States 50 28
Western Europe a7 43
Japan 7 20
Others [ 9

Sonirre Agrodiata




BOX 18
UNILEVER

Perhaps no other compamy
may be taken to represent
the worldwide food business
a3 Unilever, Founded in the
early nineteenth century
through the merger of lwo
successful “colonial®
companies, respectively the
property of the English and
the Dutch crown, Unilever
has grown to hecome
perhaps the single largest
producer of processed food
in the workd. With 1 700
puhsidiaries in all counires
of the world, Unilever’s
profits place it twenty-first
in Forfune's 500 lop-ranking
companies. Fully 50 percent
of its business is from food,
with a portfolio of a
balanced mix of local,
regional and international
brands which take into
accound the differences as
well as the similarities in
consumer demand,

Linilever describes itself
as “internalional”, noi
“global”, because it docs not
attempt (o enter all markets
with the same product.
Rather, it takes the view that
successful food business
must be based on local
tastes, As a multinational
conglomerate, however,
Unibever can hardly be said
io be local, except for its
intense involvement with
the food business of a great
many countries, with special
attention for developing
ones. Recent business
expansions, for example,
concern Malaysia, Thailand,

Palistan, Bangladesh, the
United Repuhlic of Tanzania
and Mazambique. Older, better
established and rather success-
ful ventures can be counled i
Mexico, Brazil, India and
several other middleincome
countries.

According to the official
campany account: “Generaling
growth in emerging markets is
a key business priorily for
Unilever. These markels are set
to overtake the advanced
indusirial countries in their
share of world output by the
year 2000, Unilever already has
a strong presence in emerging
markiets,”

Rationalizing its stralegy as
one of diversification and
market winning, the company
statement goes on by describing
its product innovalion philosa-
phy: “A ‘broad product base’

i% more tham an expression
of size. Il conveys stralegic
flexibility, Unilever can enter
a market through the produc
category which is mesl
rebevant: il may be laundry
soap (Brazil), margarine
(Hungary), tea (Arabia) or
detergents (Thailand), It can
then gradually build its
business by introducing other
calegories.”




Pepsico and Coca Cola still at the top of
the industry, respectively in first, third,
fifth and sixth place in the worldwide
ranking by turnover, while the Swiss
MNestlé and the Dutch-English Unilever
occupy second and fourth position,
need to contral the supply of

raw materials and the increasing
concentration of the industry has resulted
In a process of expansion based on
foreign subsidiaries. On average, the first
100 companies control 15 subsidiaries

abroad, but this number reaches 42 for
the 13 more internationalized companies.
This process of expansion by subsidiaries
has slowed down in the course of the Jast
15 years for the United States-based
companies, while it has accelerated for
the European ones, At the same time, the
subsidlaries located in developing
countries have increased in number and
size, while the opposite has occurred for
those located in the United States,
Canada and continental Furope.




A POLICY ENVIRONMENT FOR
AGRO-INDUSTRIAL DEVELOPMENT
Importance of economy-wide policies

To a very large extent promoting agno-
industrial development and ensuring that
agro-industry provides the optimal
contribution o economic development
depend on appropriate economic and other
policies throughout the economy, more
than on sector-specific policies and
interventions. Worldwide experence has
shown that competitive markets are the
best way yet found for efficiently
organizing the production and distribution
of pomds and services, Domestic and
extermnal competition provides the
incentives that unleash entrepreneurship
and technological progress. However,
markets cannot operate in a vacuum — they
require a legal and regulatory framework
that only governments can provide. Also,
there are many other tasks in which
markets sometimes prove inadequate or fail
altogether. That is why govemments must,
for example, invest in infrastruciure and
provide essential services for the poor. It is
not a question of state or market; each has
a large and ireplaceable role.

The consensus that has been gradually
forming emphasizes the role of government
in creating an enabling environment
conclucive 1o privale sector investment,
principally by providing a stable
macroeconomic foundation and removing
market distortions and rigidities through
policy reforms. Without going into the
components of such an economy-wide
enabling environment,” the most general

! See FACY, 1995, World agrcuiliere: towards 2000,
Chap. 7, p- 257-293. Edited by N. Alexandratos.
Rorme, FAQ and Chichester, UK, Wiley; and FAC:
1996, Socio-political and economic emwironment for
fod securrity. Warkd Food Summmint fechmical
ackground documents, Vol 1. Rome.

aspect would be the need 1o establish a
stable macroeconomic frmmework through
sound monetary and fiscal policies that
control inflation, limit budgetary deficits
and public sector borrowing requirements
and maintain realistic exchange rates,
Other important elements would be open
trade policies, an efficient financial system
and liberal financial markets, together with
free intemational capital movements, A
favourable business environment also
depends on the absence of legal and
regulatory constraints o enterprise, such as
price controls, investment licensing, etc. as
well as the existence of modem business
legislation, a reliable judicial system and
liberal labour codes and landownership
laws. Further elements in a favourable
general economic environment would be
efficient and non-distorting systems of
taxation and the reduction of the public
sector's role in productive activities, among
other things, to avoid the diversion of
atiocations from important support services
{such as infrastructure and education)
required by the private sector

Taking for granted the fundamental
importance of an appropriate economy-
wide enabling environment, the following
section briefly identifies some of the key
policy issues that are of particular
importance for development of agro-
industrial potential in developing countries,
The discussion does not claim © intreduce
elements of originality, but can be said
largely to reflect lessons of experience as
well as the cument consensus

Promaoting domestic agriculiure

The specificity of agro-industry vis-devis
ather indugrial sectors lies in the
agricultural origin of a large part of jts
inputs. In most cases, for developing
countries it is domestic agriculture which
is, or would be, the main supplier of raw
materials to agro-industry, fust as the

[—————
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potential for agro-industrial development in
developing countries s lagely linked to the
actual or potential availability of such
agriculiural inputs to the processing
inchustries. For this reason, increasing the
efficiency of domestic agriculture is an
impartant aspect of promoting agro-
industrial development. At the same time
agro-industrial processing activities can
themselves have a positive impact an
effliciency in primary agriculture by
promoting technological innovation and
stimulating competition within the sector®

Investment and technology policies
Governments have often sought to promote
agro-industry by investing directly in state-
owned enterprises, but have lacked
sufficient familiarity with technical and
market requirements to prepare adequate
feasibility studies and make appropriate
technological choices, Public investment
projects designed by foreign consultants
and funded by ald have too often turned
out to be white elephants because the
sponsors have lacked personal stakes in, or
a long-term commitment to, the
commercial viability of the project.
Technical and manageral nesources to run
state-owned enterprises efficiently are
generally scarce and, in any case,
budgetary constraints are requiring
povernments o ook increasingly 1o the
private sector as the main source of
investment in agro-industry.

Ways of mising technology levels in
national agro-industry in the absence of
direct government involvement in the
sector include the tapping of the research

¥ The various technical, institutional and
fimancial aspects involved in agricoliural
effictency and development are discussed in
FACL 1996, World Food Senundl iechmical
backgrownd documents, Vol. 3. Rame.

and development capacities of
multinational corporatiens by encouraging
direct investment, promoting joint ventums
and licensing and franchising arrangements
and encouraging the secondment of their
staff. Foreign manufacturers of agro-
industrial machinery and equipment can
be encouraged to establish plants or
partnerships in developing countries to
develop technology that is better adapted
than much imported technology to the
available raw materials, scales of
production, waorker skills and consumer
requirements of the domestic markets in
those countries. Also, freedom of entry
should be granted to foreign and domestic
suppliers of services o agro-industry,
including accountants, techpical
consultants, suppliers of raw materials,
intermediate inputs and equipment,

FDI can provide an important
contribution to economic development
in general, and to agro-industrial
development in particular. The benefits of
direct investment lie not anly tn attracting
additional capital and skills but also in
expediting the transfer and assimilation of
technology and managerial expertise as
well as in a readier access o international
markets. An essential condition for
attracting such investment is the existence
of a generally favourable business
ervironment, as discussed above. But
other more specific measures aimed at
encouraging direct investments would be
the liiting of restrictions on entry by
foreign firms as well as on their access to
foreign exchange and on dividend and
profit remittances, on forelgn ownership
of land and financial assets; and on the
employment of expatriates.®

* For a more detailed discussion of specific
incentives to FOU, see WTOL 1990, Anmual
Repart 1990 Geneva,



Protecting the environment

In arder to minimize the impact of agro-
industrial residues on the environment,
admimistrative tools to limit such releases
must be developed. The most direct is
enforced legislation prohibiting the
discharge of residues into the
environment. This can be coupled with
incentives such as soft loans to invest in
control measures. Legislation can also be
accompanied by economic disincentives
that penalize polluting industries, Other
measures, applicable according 1o the
circumstances, may he pollution
entitlement shares and permissible limits
including trade permits); faxes an inputs
ar resource use (e.q. on water) rather than
on the level of pollutants; subsidies 1o
invest In environmentally friendly
technologies; fees 1o cover the costs of
removing pollutants, etc. It is important in
any case thar standards and regulations be
realistic, enforceable and consistent with
the overall policy environment.

In many cases, prohibiting the release
of residuals results in a more profitable
use of raw materials.'® The case of whey,
discussed above, Is an example. Others
are the recovery of blood from slaughter
operations and mill stream offals from
cereals which can be converted into
feeds, and the recovery of fish processing
waste for food and feed products.
Residues from the sugar and starch
procissing industries can be gasily
converted into fuel alcohol through
fermentation, This would provide the
double advantage of utilizing a processing
residue and at the same time producing

1® See Farming, processing and marketing
systems for SARD, FAD/Netherlanhs background
document No. 4, Den Bosch Conference on
Agriculture and the Emvironment, the

MNetherlands, 15-19 April 1991,

an energy source that is less polluting
than conventional fossil fuels.

Although technological means of
improwing the environmental perfarmance
of many industrial activitles already exist,
their mere existence does ot guaranies
that they will be adopted, especially by
small firms. One effective way (o
influence small firms is through extension
and advisory services for industries. For
example, the Palluthan Control Cell of the
Mational Productivity Council in India’s
Minlstry of Labour works to devise
solutions that both reduce pollution and
improve profits.

Generally, building pollution prevention
into new agrifood investments is cheaper
than adding it on later. Hence the
imporance of undertaking environmental
impact assessments for proposed new
large-scale investments. Developing
countries with open markets will be able
1o gain from imporing clean technologies
already in use in industrial countries.

Protecting the consumer

For agro-industrial development to go
ahead, it is imponant for countries to
introduce and update national food
legislation, Without up-to-date food laws,
maodem approaches o (ood control
cannot be implemented, thus aften
preventing the efficient use of precious
resounces and impeding the government's
authority and ability 10 regulate the food
industry. With a properly administered
modern food law, consumers and traders
are providid the necessary assurances
that build the type of confidence required
for food products to be accepted as being
of suttable quality and safety for both
domestic consumption and trading in
international markets. There Is lintle doubt
that trade at all levels has played a
significant role in improving social,
political and economic conditions




worldwide. Countries that increase their
trade prospects by assuring safe and high-
quality food products for Intermational
markets will benefit at the expense of
those who do not.

FACQMHO guidelines for developing
inod contral systems lay down basic
principles based on national practice and
experience. They suggest that food law be
kept simple with detailed specification
about food processing, food standards,
hyglenic practices, packaging and
labelling and food additives to be
incorporated in a body of food
regulations, rather than the food law.
Prompt revisions of regulations may
become necessary because of new
scientific knowledge, changes in food
processing technology or emergencies
requiring quick action to protect public
health. Such revisions can be made more
expeditiously by executive agencies than
by legislative bodies. Regulations must be
writlen in clear, concise language and a
regulation should be promulgated only
when there is a recogiized need for it
When a regulation is developed as a
result of a recognized need, it is more
likely to be practicable and acceptable to
the regulated sector. Regulations that are
prepared by the government with the
participation of the affected industries,
consumers and ather interested parties
hold the best chance of acceptability
because the stakeholders have had a
part in their development and recognized
their meed.

The national food control system
should include appropriately organized.
multidisciplinary and multipurpose
functional units that collectively
contribute to the overall official food
contral effort. This can be achieved
through specialized government agencies
in public health, agriculture or trade, os,
in some cases, through a single food

control agency with multidisciplinary
subdivisions. A national food control
system should include Inspectional,
investigational, analytical and compliance
(repulatory or voluntary) functions; |
provide technical, advisory and
educational services: and be oriented
towards public secvice in terms of

industry, media and the public, Decisions
made by food control officials should be
based on up-to-date sclentific

information, carried out in a transparent
manner and represent a fair balance of the
sometimes competing interests of
consumer protectlon, industry and trade
deveiopment.

The production and handling of food
throughout the chain {fram farm to able)
must be carried out uncer appropriate
conditions in compliance with established
principles that are consistent, transparent
and scientifically supported. Such
principles should be an integral pan of
any national set of food standards and
regulations, established under the
authority of an up-to-date food law to
protect public health and facilitate trade
in food. Many of these principles-already
exist and were established by the Codex
Alimentarius Commission (CAC) In a
harmonized manner using hazard analysis
and risk assesgment methods. They
include more than 40 difierent
commodity-related codes of practice; the
General Principles of Food Hyglene; a
system of food safety based on the
Gutdelines on the Application of Hazard
Analysis and Crirical Control Poimt
(HACCP); and Good Manufacturing ‘

|
|
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Practioes,

In addition, 237 standards for foods
considered to be most important to |
international trade have been |
promulgated by CAC ior adoption by the
Member Governments of FAOQ and WHO.
CAC has also evaluated the use of 185
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different pesticides; set safe residue levels
for 3 274 pesticides; established
guidelines for the maximum levels of

25 environmental and industrial food
contaminants;: established acceptable
daily intake levels of aver 780 chemical
additives 1o foods; and evaluated the use
of 54 different veterinary drugs used In
animal husbandry. These guidelines and
standards should serve as a benchmark for
national governments in the regulation of
their food industry. National governments

which meet the requirements of Codex
standards are also presumed to meet the
fnternational requirements expressed in
WTOY's Agreement on the Application of
Sanitary and Phytosanitary Measures for
food safety in international trade,
providing a competitive advantage and
assurance of acceptability for traders
worldwide. Compliance with these
standards |s essential for the protection of
public health and for successiul trade in
both international and domestic markets.
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Countries and territories used for statistical purposes

Develaped  Comniries  Developing Develuping regioe
coantries in eoainbries - -
Lrassiticn Salefabaran  Asiaand  Latkn Amerkes  Near East
Airica the Parific amd fhe arsd

Afghanistan % x
 Albania " x

Algeria * X

American Samoa % b

Andorra X

Angola X K

Anguilla % X

Antigua and Barbuda X X

Argentina > X %

Armenia X X = —.-

Arulia X N

Augtralia X

Austria x B

-!.:trﬁiﬁln X X =

Bahamas x x =
 Bahrain - =

Bangladesh x X
 Barbados x .

Belarus X X

Belgium/Luxembourg x

Belize x x

Benin K X

Bermuda X x

Bhutan X X

Bolivia K %

Bosnia and Herzegovina x

Botiwana e X

Braril K X '

British Virgin Islands K x

feoumtimmned)




+

Develaped  Cowntries  Drvelaping Deveboping reginm
coumiries I couitaes
iramslihin Subi-Saharanm  Askdand  Latin American Mear Exsi
Airica  ihePacific  and the and
Caribbean  Marth Africa
Brunei Darussalam % i
Bulgaria X X
Burkina Faso X X
Burundi % 5
Cambadia x x
Cameroon X K.
Canada: X
Cape Verde X x
Cayman {slands x . )
Central African Rep. x x
Chad x x
Chile K %
China X x
Cotos Islands K %
Colombia x %
Comoros X X
[Congo, Rep. L X
Cook Islands X X
Costa Rica x %
Cate d'lvaire % K
Croatia . s
Cuba % X
Cyprus 4 x
Crech Republic. x x
I.'l&nq}i:_nll: li!pl.iﬂil:
of the Congo A x
Denmark 5
Dijibouti % 5
Dominica L x
Dominican Republic x x
Easd Timar X X
Eruador X X
Egypt L] x

{eavnlinged]
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Deveboped  Countries  Daveloping Dewrloplng reghaii
pmtilric I cirind e —
tramaitian Subefabaran. Adaand  Latn America  Mear Easd
Africa the Pacific and the ~ ond
Caedbliean  North Adrica
-EI Salvador X K
Equatorial Gulnes x x
Eritrea x x _ .
_&lm;ﬂl x %
Ethiopia b X
.;m'-lllmd: X
Falkland Islands (Malvinas) R ¥
il o x
Finland X,
France x
French Guiana X X
French Polynesia % x
Gabon X 5 —
Gambia x s
Gaza Strip x K
Georgia X X
Crisnmany DR 1
Cihana x X
Giliraltar X
Greece - X
Greenland x -
-_-l_'.;.l'lrlillﬂl = K X
Guadeloupe x x
-ﬁ'l.ll.ll'l. X X
lﬁu:ilrﬁtﬂ_ll x 5
-Elijl'lli 'N:t X
Couninea-Bissau x X
Guyana X K
Haitl L :
Honduras X A
H:uns;;r X L
h‘q!ﬂ_nj X

Iniflia : L X




+

Developed  Counlries  Deseloping Dheveboping reghony
Coundrien in cousiries
tramsitlin Sob-Saharan  Asksamd  Laile America Near Bl
Afrea thee Pacifin and the arstl

Caribbean  Sorth Africa

indonesia X x
d-lr;l,. Islamic Reg. T B X
Irag x i
Ireland . =
farl x -
Ialy %
Jamaica K K
Japan x
fardan X L1
Kazakstan x x
Kenya x x e
Kiriteati x X
Korea, Dem. People's Rep. x N
Korea, Hep X s
Kuwail % = x
Kyrgyzstan = s
Laixs X X
ul.;.h']'l K b
Lebanon X x
rire ;- =
Liboria x x
Libyan Arab Jamahiriva X X
Liechienstem K
Lithuania K %
M.?l:lll x X
Madagascar x® x
Malawi X X =
Malaysia X X
H.llll;i\'ﬂ_ X I B x
Mali x X
Malta x
Marshall Iskands x %
Marlinique X X

(e r.fn;m!.l
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Doveloped  Cownlries  Denvelopheg Dhevrhuping regins
Cominbrles i comintries
trasition Gyb-fabaran  Aels amd  Labin Amerles  Menr Essl
Adfrica the Pacliic amd fhe and

Cariblsean  Morth Africa

Mauritania 5 5
Maisritius I % x
Mexica x x
* Micronesia, Fed. States x x -
Monaca ¥
_;-Iun;n-ﬁ.i X ®
Montserral x x
Mozambique 5 ¥
_Mfmm_lr X x
Mamibia x %
F':Iiuru o N x _|
Mepal x x o
" Netherlands x
Metherlands Antilles X K
New Caledonia X x
New Zealand T x
Micaragua X X
Miger £ A
lu.r’-f;uli £ %
MNiue x = x
Norfolk Islands 3 x
Northern Mariana Islands x LI
_i"-!;nrwir x
Oman x X
-;ﬂlhlln i x
Palay % X —=
Panama ! X
Papua Mew Guinea x x
i'iri;p.lijl N X
Pera % x
Phalippines = —— 7y
Peoland ] K

imﬁlnueuﬂ




+

Developed  Coumtries  Devriopang

Deveinping rigices

Sub-saharas,  Aski and

Latle Amerisa  Mear Fasd

iirnl

Caribbesn  Mosily Afica

coupries
Partugal q:
Puerto Rico
Iq:li'r
Republic of Moldova B
i
‘Romania ¥
Russian Federation X
Rwanda
 Saint Helena
Saint Kitts and Nevis
Saint Lucia =

Sarnd Prerre: and Miquelon
Saint Vincentl-and the Grenadines:

Samoa

San Marinp %
Ea;h Tome and I"ril-rjp!

Saudi Arabia

Sencgal

seyehelles

Sierra Leane

Singapore

Slovakia x

S-Iuve:iil K

Salomon lslands
Samalia

south Africa .

Spain .

5 Lanka

Sudan

Surtmame

Swasiland

e T ———c e

Sweden %

Switzerland X

feewrtimiac)
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Dwweloped  Countries  Developing [eveloping reginng
Ciilanliary I cousnlsies
tranidtinn SubSahacan  Asdsand  Labln America Near East
Mirics 1he Pacific and the and

Caribbean  Morth Alrica

Syrian Arab Republic i X
Taiwan Province of China X %
v 7 -
Tanzania, United Rep. % X
Thailand W N
-11u Former Yagoslaw
Republic of Macedonia  x X
Togo % X
Tokelay 1 x
Tonga u K -
Trinidad and Tobago. % X,
Tumisia b
Turkey x
Turkmenkstan X LA
Turks and Caicos Islands 3 x
-T-;H“-ﬂIT ] X
Uganda x ®
Ukraine X X -
United Arab Emirates X X
United Kingdom x
United States x i
United States Viegin Islands » x
Uruguay X X
LrbekEtan X |
Vanuatu B __.t X
-;'EI'!'.'.IIH:I x K
Viet Mam A 5
Wallis and Futuna fslands x T x
West Bank X x
Yomied L] X
Yupgoslavia x x
Zambia ] x
Zimbabwe * .




Special chapters

—_— —

Inaddition to the usual review of the recent world food and agricultural situation; each issue of
this report since 1957 has included one or more special studies on problems of longer-term
interest, Special chapters in earlier issues have covered the following subjects:

1957

Factors infl uencing the trend
of food consamption
Postwar-changes in some
instituticnal factors affecting
agricultume

14958

Food and agricultural
developments in Africa south
of the Sahara

The growth of forest industries
and their impact on the
world's forests

1959

Agricultural incomes and
[evels of living in countrids 41
different stages of economic
dévelopment

Some geniral problems of
agricultiral development in
lessdeveloped countries in
the light o postwar
ERPErIENCE

1964
Programming for agricultural
devdopment

1961

Land refomm and institutonal
change

Agriculiural extension,
education and research in
Africa; Asia and Latim America

1962

The e -of forost indistres in
thie atack on sconomic
underdevelopment

The livestock industry in less-
developed countries

1963

Basic factors affecting the
gronwth of productivity in
agricultune

Fertifizer use: spearhead of
agricultural development

1964

Protein nutrition: needs and
prospects

Synthetics and thefr effucts on
agricultural trade

1966

Apriculture and
industrialization

Rice iy the wiorld food
ECO O Y

19467

Incentives and disincentives
far farmers in developing
Coinieies

The management of fisheny
FESOUICES

1964

Raising agriculwral
productivity in developing
countries through
technological Improvement
Improved: storage and s
contribution o ward food
supplies

1965

Agricultural marketing
IRy men T POoEranmes;
some lessons from recent
BxporienCe

Modemizing institutions o
promate-forestry dévelopment

1970

Agriculture ot the threshold of
the Second Development

e ade

1971

Water pollution and its effects
o living adquatic resounces
and ficheres

1872

Education and training for
development

Accelerating agricultural
reseanch in the developing
countries

1973
Agricultural employment in
developing countriss



1974
Population; food supply and
agricultural develogment

1875

The Second Linited Nations
Development Decade: mid-
term review and appraisal

18976
Energy and agriculiure

1977

The state of natural resoirces
and the human environment
jor food and agrculiure

15978
Problems and strategies in
::f_mg-elnping TER OIS

1979
Forestry-and rural
development

1980
Marine fisheries in the new.
era of national jersdiction

1981

Rural poverty in developing
couniries and nmeans of
poverty. alleviation

E:
-
e

1982
Livestork production: a warkd

perspective

1963
Women in developing
agriculivre

1984
Lirhdnization, agriculture and
fevord svstems

1985

Enemgy use in apnculiural
production

Ervironmental trends n food
and agricultime

Agricultural marketing and
devefopmen

1985
Financing agriculiural
development

1987-88

Changing priorities for
agricultural science and
wchnologyin developing
coatiniries

198%
sustainable development and
natural resource managenment

1990
Stroctural adjustment and
agriculture

1ga91

Agricultural policies and
issues; [essons from the 19805
and prospects for the 1990<

1992
Marine fisheriés and tho [aw
of the sea: a decade of change

1993
Water policies and agriculture

18494
Farest development and
policy dilemmas

1595
Agricultural trade: entering a
fnew eral

169%6
Food security: somae
macmeconomic dimensions
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POLICY STUDIES GROUF, POLICY ANALYSIS DIVISION
Policy reform and the agricultural seclor

65

hi
84

a0

45

&

103
104

105

115
124

125

128
131
134
135
136

Agricultural stabdlization and structural adjustment policies in developing countries

1A H. Sarris; 1987)

Agricultural issues In structural adjustment programs (R0, Nodon, 1987)

Measures of pratection: methodology, economic interpretation and policy pelevance
(PL. Scandizzo, 198%)

The impact of stabilization and structural adjustment policies on the eral sector —
case-studies of Cote d'valre, Senegal, Libera, Zambia and Momceo (P Salin and
E-M. Claassen, 1991)

Guidelines for monitoring the impact of structural adjustment programmes on the
agricultural sector (A H. Sarris, 1990}

The effects of rade and exchange rate policies on production incentives in aghiculture
IC. Kirkpatrick and B. Dizkosavvas, 1990

Institutional changes in agricultural products and input markets and their Impact on
agricultural performance (A, Thomson, 1991)

Agricultural labour markets and structural adjustment in sub-Sahiaran Africa

iL.C3: Smith, 1997)

Structural adjusiment and household welfare in niral areds - a micro-economic
perspective (K. Gaiha; 1997}

The impact of structural adjustrment on smallholders (-8, Boussard, 1992}

Structural adjustment policy sequencing in sub-Saharan Africa (LD Smith and

M. Spooner, 1991)

The role of public and private agents in the food and agriculiual secion of developing
countries (LD, Smith and A. Thomson, 1991)

Design of poverty alleviation strategy in rural areas (R, Galha, 1993}

Structural adjustment and agriculture: African and Asian experiences (A, de lanvry and
E Sadoulet, 1994)

Transition and price stabilization policies in East European agriculture (E.-M. Claassen,
19594)

Agricultural taxation under structural adjustment (A-H. Sarris, 1994)

Trade pattemns, conperation and growth (FL. Scandizzo, 1995)

Rutal informal credit markets and the efeciveness of policy reform (A.H. Sarris. 1996)
Intemational dynamics of national sugar policies (T.C. Eardey and D.W. Westfall, 1996
Growth theories, old and new, and the role of agriculture in economic devielopment
(M. 5 Sterm,, 1996)



ENVIRONMENT AND SUSTAINABLE DEVELOPMENT STUDIES

107

1o

1
132

128
139
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Land reform-and structural adjustment insub-Saharan Africa: controaversies and
guidelines [J -Fh. Platteay, 19921 French version: Réforme agraire et ajosternent
structurel en Afrique subsaharienne: controverses ¢f ofentations

Agricultural sustainability - definition and implications for agricultural and trade policy
(T, Young, 1992

Policies for sustainable developmiont: four essavs (A Markondya, 1994)

The economics of intermational agreements for the protection of eénvironmental and
agricultural services {S. Barrett, 1996)

Economic development and environmental policy 15, Barrett, 19497)

Population pressure and management of patural resources. An economic analysis of
traditional management of small-scale fishing {|.M. Baland and | P Platteaw, 1996)
Halting degradation of natural resources. Is there J role for rural communities?
{10 Baland and |.-Ph. Platteau, 1996). Published by Oxford University: Press

In preparation

The mplications of regional trading amangements for agricultural tradé (T, josling)
Temparary trade shocks and structural adjustment in sub-Saharan Africa (). Harrigan)
Crowth and trade. an investigative sunvey (PL. Scandizzo and M. Spinedit

Elasticity of supply respense by farmers in developing countries: the role of institutional
constraint (AL de lanviy and E 'Sadoulet)

The role of group size and homogeneity. in collective action, with <pecial reference to
oommon property resource arangements (1 -Fh, Platteau and |.-M. Baland)
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TIME SERIES FOR SOFA'97 DISKETTE
Instructions for use

As in past vears, The Siabe of Food and Agriculfune
1997 includes a computer diskette containing
tire serbes data for about 150 countries and the
fpeceuary software, FAOSTAT TS, to acoess and
display these time series.

FACSTAT TS

FADSTAT TS softwane provides quick and easy
access o struciured annual tme senes databases,
Even Incwperienced compriter Users can use
FADSTAT T5, which does not require spresdsheet.
graphics or database progirams, FACSTAT TS is
fully menu-driven, so there are no commands o
fmarn, Users can browse thiough and print graphs
and tables, plot multiple-line graphs, fit trend lines
andd export dala for use in other programs.
FAOSTAT TS is tnlingual {English, French, Spanish)
and yses & standard menu format.

FACISTAT T5 softwar i5 in the public domain
and may be freely distributed. The data files
accompanying the software, hiwever, are undier
FAD copyright, and weers must aftribute FAD
the source. FAQ may provide only very limited
support to users of this software and the
accompanying data and cannol sssist users who
maodify the software or data files. FAQ disclaims
all warrants of fitness far the softwane or data for o
particular use.

Technical requirements

FAQISTAT TS softwarg requines an [BM or
eompatible PC with a hard disk, DOS 3.0 or later
wersion, 300 KB of availlable RAM and graphics
capability. Graphics suppost is provided for all
common graphics adaptors (VGA, EGA, MCGA,
COA and Hercules monochrome).

FACKSTAT T5 will print graphs on Epson diat
matris, Hewlet-Packard and compatible laser
printers. To uwe FAOSTAT TS with other printers,
users cin enable their own graphics printing
utifity before starting the program, One such

wtility 1% GRAPHICS.COM In DOS 2.0 or later
vershon,

Because of its use of DOS graphics modes,
if FACISTAT TS i run under MS-Windows or
O5/2, it should be 2t to run in a full-screen DOS
sesslon.

Installation
Before running FAOSTAT T5 you must ingtall the
soiftware and data files on your hard disk.
Inatallation is automated through the INSTALLBAT
utility on the diskethe.
& To install from dive A o drive ©1
Insert the disketee in drive A:

= Type A: and press ENTER.

« Type INSTALL C: and prese ENTER.

= Prews any key,

A CASOFAST directory is created and, after

It Naticin, vou will already be in this direciory.

Entering FAQSTAT T5
® To atart the FACSTAT T5 softwane, if you ane nol
already In the CASOFAST directory (as after
installation):
= Change 1o this directory by tvping
CDASOFAST and pressing ENTER.
~ From the command prompl in the SOFAST
directory, type SOFAST and press ENTER.
A graphics title screen will be displayed, fallowed
by the main men screen,

If FACSTAT T5 does nod start, graphs doonot
display correctly or the menus are difficult 1o
read, your computer may not be campatible with
the default functions of FADSTAT T5. The ue of a
command-line option may help, Yoo may iy (o
start FADSTAT TS5 with the -E parameter (bv typing
SOFAST-B o disable i3 wie of expanded memory
You may also force the use of a particular graphics
of text made by typing its name as a parameler
{e.g. -EGA would force the use of EGA mode
graphics),



Language choices
The initial detauli language for FADSTAT 75 is
English. To change the defuult language to French
of Spanish:
« 0 1o the FILE menu.
- Sploct LANGUAGE using the ARROW key ()
and pressing ENTER.
- Belect your choice of language and press
EMTER.
The language selected will remain the defauli
lanpguags wntil anothir is selected.

Mavigating the menus

Thee main menu Dar consiits of FILE, DATA,
GRAPH, TABLE and HELP menus, Mottt menu
options are disabled wuntil vou open a data file.
Mavigate the menus by wsing the ARROW keyvs
(T4 and make a selection by highlighting an
itern and pressing ENTER. To back out of 4
selection, press the BSC key.

» i you have a8 mouse, meny items can be
wlocted with the momse cursor. The left mouse
bidton selects an item and the right mouse button
achs as the ESC key.

After you have made a menu selecton, the
mienu will redeaw and highlight a postible net
choice.

+ Several shorout keyvs are avallable throughoul
the program;

Key Action

Fl = HELP: displays context-
sersitive help fext

ESC = ESCAPE: backs out of the
currént menu choice or
exits the cument graph or table,

ALT+N = MWOTES: displays bexl notos

assod iated with the
current data file, if the
text file ks available. This text
may be edited, Motes will not
appear while a graph Is
displayed.

ALT+X, ALT+0) = Exit; exits FAOSTAT TS
immiediatohy, without

prompting.

Help
* You will see context-sensitive help displayed at
the bottom of cach screen. Press F1 for more
extersive hielp on a highlighted oplion,
= Select HELP from the main meny to access the
help information, Introduciony information on the
software, belp topics antd an “Aboul” summary
screen are available from the HELP menu,
*The HELP menu options call up the same
windows obtained by pressing the F1 key ar amy
o the mdnil screens:
- FAQISTAT T5 displays the top-level help page.
= TOPICS lists the hedp conlonts
= ABCIIT shows summary program information,

Opening a data file
® To display a Ik of FADSTAT TS data files:

= o ke the FILE menu

= Select OPEN
All 'of the FADSTAT TS dala files in the current
directory are displayed. Initially, only SOFAST will
be present. Other FADSTAT PC data files, version
3.0, can be used with FADSTAT T5.
= Lise the ARROW kevs to highlight the file you
wish to view and press ENTER to select it Files
ane shawan with the date of thelr last evision, You
can alse highlight your choice by typing the firm
letters of thir fllename. Thie cument seanch string
will appear in the lower left comer of the list.
* You can change the default data drive and
direciory from the file list by selecting the
directony of drive of your choice,

It a current data file is open, loading in a new
fite will retum FADSTAT TS 1o s defauls (lime
trend, no tend [ing, no wse-specified wpils or
scalar). Only one file can be loaded at a time,

Oince youw have made a file selection, all the
mesni weleciions are activated,

Selecting a data series

# Live the DATA menu 1o select or modify a data
seriizs 0f Do il 4 statistical trend.

* Select & data series by choosing the namo of a
country and a data element from scrolling menue.
The first entry displays a list of country names, ihe
second entry displays a [ist of data itern names



and the third digplays a list of data element
names,
If o vypee the first |lettens of a narme in a |l
the menu selection bar will jump to the matching
namee. For exampio:

- Type NEW o skip to MNew Zealand,

- Provs ENTER to seleet the highlighted name

Displaying graphs and graph options
The GRAPH menu allows vou 1o view the data in
chart form. You can display lime lrerds and table
of column profiles. Oplions under the GRAPH
mienu change the datis senes shonwm as well ps s
display,
For example, to show o plot of the data
sefected:
- G to the GRAPH menu.
- Selpci DISPLAY.
Many options o modify, save or print a graph are
available only while the graph i on-screen.
Remember 1o use the FI help key for a reminder
af your optfons
Craph action Kew, You have several oplions
whan o graph is displaved:
* Priss BSC 1o exit the graph and retun to the
AR L,
* Prioss F1 for help on the graph action kevs, The
b bow lists the choices available while a graph
i% ofsscreEn, You miust exit the belp box before
making 4 selection.
* Press the ARROW (T4 and PAGEUP,
PAGEDOWN Keys to change the series displayed.
& Thie plus kiy (+] allows vou toradd foom one bo
et acdditional serres 1o the one displaved, Prss
ihe MINLIS key =3 10 remove a series. To creals a
mmvulliline chart:
- Drisplay an initial series.
» Prisss the + key (0 add subseguont sories ta the
chart.
* Press A 1o display a table of the axi data with
statestics. Press T to show a table of the fitted trehd
data, the residuals and Gt statistcs (f a trend line
in selected, soo below)
# The INS key permits wou 1o jnded texl directly
on the graph. While inserting text, peess F1 for
help om your fext options. You can type small o
farmis, horzonks| or vertical et

& Ty prind a graph, press P and select vour choice
of printer from the menu. The print outpul is only
a screen dump of the display, so the quality is
fimited.

* To s a graph for later printing or viewing,
press 8. The graph image will be saved in the
common PCX bitmap formist, You carm use the
PRINTHCK profgiram or olher softwans to view or
print multiple Images later, PRINTPCX afso
peErmits you 1o commrd colour PCE jmages intd
black and white images suitable for inclusion in a
word processing document.

Fitting trend lines

# Ta fit a datlstical function 1o 4 data teries, sebec
FIT from the DATA menu. The oplions under FIT
allow you to select the type of function, daa year
limits to include in the it and a final projection
voar for o statistical fomeast

® Fry fitting a trond fise (solecting the option
undes FIT) with a projection (selecting
PROJECTION under FIT], a statistical forecast can
be plotted. Use the + kiy to add & now data series
1o the graph, which can be made with anly a few
ke strokes,

Charting profiles

The oplions under the GRAPH menu allow you to
change the yéar span or style of the graph display
{options LIMITS and STYLE, rmapectively), or 1
switch from a time trend 1o 8 table or column data
profile (VIEWPOINT). The VIEWPOINT option is
an pasy means o compare data for a parficular

e,

Yiewpoinl

» If you want to change from a time series display
{0 a country or item profile display for a given
yoar, solect VIEWPOHNT from the GRAPH menu
Select DISPLAY from the GRAPH menu, and the
profile will be drawn. The initlal profile display i
four the [ast year of historical data; To change the
year, ute the ARROW (T4} kevs. Press F1 for help,
# For g tables profile (profile of dati acroes
countries], you can either choose the tables o be
displayed or et FADSTAT T5 select the top
miembirs and arvay them in ordes,



A limit of 50 items can appeat in one profile, By
sidecting TOP MEMBERS insiead of SELECTED
MEMBERS, FACSTAT TS will sor the values in the
file and display a ranking of table of column
valugs.

Viewing tables
# The TABLE meriu allows you 1o [ook af data n a
tabular format and 1o define subset tmbles that
my be wved and imparted into other software
packages,

- G0 to the TABLE menu,

« Select BROWSE DATA 10 view individual data

tables from the curment file.

* When viewing tables, a help bar appears at the
bsttamn of the screen, Press PAGEUP or
PAGEDOWRN tor change the table displayed ar
press ALT+T or ALT+2 to choose from a (s of
tables. Use the ARROW keys (Tl to scroll the
columns and mows,

Series dala

® The | SERIES DATA oplion under the TABLE
meny displays the last data series selpcted,
including summary statistics. This is the serles
used to plot a graph, To change the series, you
fiesl make 4 new chojce from the DATA menu
= The SERIES DATA screen can also be
displayed while you are in 4 graph by pressing
the letter A, If more than one series has been
ploated, only the last series is shown, The
range of years used for the seres and statistics
can b adjusted through the LIMITS option
wunder the GRAPH menu,

® Ta wlitw country or itlem profile lists and
statistics, select VIEWPOINT from the GRAFH
menu. You can quickly see a list of the tables
with the greatest values (for example, countries
with the highest commodity consumption) by
choosing a mble profile from VIEWPOINT and
selecting the TOP MEMBERS option. Then
select SERIES DATA from the TABLE menu to
view the list or select DISPLAY from the
GRAPH monu to plot a chart.

Trend data
® f the FIT option has been selectsd {fram the

DATA menu) for a time trend, then the valuis
composing the trend can be displaved with the
TREND DATA option. Summary statistics for the
orginal series and for the trend as well &8 resdual
values are included. The list soolls with the
ARROW keyvs, and vou can togitle between the
axis and rrend data with the A and T keys.

Exporting data
# The EXPORT oplion under the FILE menu allows
you to export FACQSTAT TS data imo other file
formats of o create custom tables for viewing o
printing. By selecting EXPORT, you will jump inté
anather set of menius.
= To select the wables and columms you want 10
Wiew or v, go 1o the DATA meni, You must
mark your cholce of options with the + key, To
undo all your selections quickly, select RESET
MARKS.
* To amange, view, save or print data, go to the
oplions under EXPORT {in the FILE menu):
» FAQ TABLE creates a table with data from the
last Tour available years,

- WIEW displays a temporary toxt fike of the data
sirlected, I8 i a convenienl way 1o view a
subiset of the tables and columns in a
FACIATAT T5 file and can also be used to see
the effects of the DRIENTATION or LAYOUT
selections before using the SAVE or PRINT
optican.

SAVE displays a list of file formats 1o et you
save your datd choices in g file, You swill be
prompded for a file name. Il you need (o export
FACSTAT T5 data lar use with other softwane,
s this mend tem. The WED and DBF file
format selections dme not affected by the
LAYOUT options (sew below],

- PRIMT peints your current table and column
selections. Many peinters carmot print moee
than five columns of FAQSTAT T8 data. Select
VIEW to check the table width before printimg.

- LAYOUT allows vou 1o display years across
o of thown columns, The default direction is
down colurmmns,

* Tio gt back 1o the main FAQSTAT TS mieni or 1o
clear your selections and create more tables, go w
thie RETURMN option,



Making notes

# To read of edit texhual Information on the
cument data file, select NOTES from the FILE
mienw, You also can call up the Notes box by
presssing ALT+M af any of the menus. The opticn
NOTES allows you 1o read o edil e associated
with the data file.

DOS shell and exit

The D05 SHELL opdion under the FILE mens
redurns you o the DOS prompt lemporarily but
koeps FAQSTAT T5 in memary, This & not the

]| 8

normdl waiy 1o exit the program. 110s wsetul if you
med 1o execute a3 DOS command and would fike
foy retuimm b the same data file. The data file itseli is
drogped fom memory and reloaded on refum, &0
default values will be in effect.

Exiting FAOSTAT TS
® Ty el FACYSTAT T5:
« o to the FILE mienis
- Select EXIT.
Thee Alt+X or Al+0) key combinations are shar-
cuts to exit the program from almost any screen.
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TIME SERIES
FOR SOFA "97

ENGLISH/FRANCAIS/ESPANOL

Country time series
FAOSTAT software

DISK No. 1/1 DATE: 1997 JOB: W5800




The State of Food and Agriculture is FAO’s annual report on cur-
rent developments in world agriculture. As is customary, the re-
port presents basic information on the global agricultural sittiation
in the form of graphics, accompanied by a brief comment, fol-
lowed by a review of the economic environment surrounding
world agriculture. In addition, this year’s edition of the report dis-
cusses three selected topics: forests in a global context; raising
“women'’s productivity in agriculture; and global climate change
abatement policies.

The regional review examines trends and issues of importance to
agriculture in the various developing country regions, with more
detailed country focuses on Mozambique and Angola in the Africa
Region, Bangladesh in Asia and the Pacific, Peru in Latin America
and the Caribbean and Egypt in the Near East. In addition, the re-
gional review contains an overview of developments in the re-
forming countries of Central and Eastern Europe, together with a
more in-depth discussion of the status of agricultural reforms in
the Russian Federation.

This year’s special chapter examines the role of the agroprocess-
ing industry in economic development, the changes in conditions
for agro-industrial development worldwide and the implications of
such changes for developing countries.

A set of time series data is presented on diskette in English,
French and Spanish: TIME SERIES FOR SOFA’97 includes agricul-
tural, fisheries and forestry data for a large number of countries and
country groups. The accompanying FAOSTAT TS software offers
easy display and analysis.
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