COAG/2009/4 Engaging the Private Sector in Agricultural Development
I. Introduction

This paper addresses strategies for FAO and for FAO member countries to more effectively engage the private sector in agricultural development. [par.5]
II. Context

When considering agricultural development policies and strategies, there is a need to take into account the extremely diverse composition of the private sector. [par. 6]

In areas where markets are relatively underdeveloped and weakly linked, the private sector mainly comprises semi-commercial farmers as well as producer organizations, local traders, micro and small agro-enterprises and micro-finance institutions. In areas where reliable markets have developed for agricultural services, inputs and products, a varied range of additional private sector actors play an increasing role in driving and supporting agricultural development. [par.7]

In areas where markets are weakly integrated, private sector actors provide inputs and credit, buy products and sell in local markets. In areas where there are better functioning spot markets, private sector actors are able to provide more and better quality services, including access to improved inputs, upgraded production and processing technologies, technical support and stronger market linkages. [par.8]
Agricultural sector policies and institutions necessary to support commercial enterprises and service providers are often weak. At the macro level, business environments, including fiscal, monetary, tax and trade policies, discourage investment and risk taking. Licensing and business registration procedures often are time-consuming and costly. Transport, communication, power and water infrastructure are underdeveloped, leading to high operating and overhead costs. [par.9]
III. What Might Governments Do

1. develop or reinforce private sector organizations in order to improve communication with private sector representatives. As the same time, put in place specific mechanisms to ensure effective involvement of these representative organizations in policy dialogue and sector planning. [par.12]

2. establish consultative mechanisms for identifying and implementing sector specific regulatory and fiscal reforms need to reduce the costs of doing business. [par.13]

3. collaborate with the private sector on food quality and safety management and control.

4. collaborate with the private sector on the development of market mechanisms that reduce transaction and information costs and manage risk. Governments need organizational capacity to work with the private sector on: (a) commodity exchanges, future exchanges, futures markets and warehouse receipt schemes; (b) contract negotiation, registration and conflict resolution; (c) insurance and investment funds; and (d) export and investment promotion. [par.15]
5. Identify and establish appropriate incentives, in order to leverage private sector business management capacity and increase private sector investment. [par.16]

IV. How FAO Might Assist

Priorities for assisting FAO members: [par.18]

First: at the national level, FAO needs to focus on areas of support that require strong knowledge of the agricultural sectors and agricultural sector policies and institutions. [par.19]

Second: FAO needs to participate in and, where appropriate, exercise leadership in United Nations system initiatives with the private sector.  [par.20]

Third: FAO needs to maintain and reinforce productive working relationships with private sector associations and federations. [par.21]
Fourth: Maintain a watching brief and to actively engage in dialogue with private sector and non-profit organizations and alliances that are developing voluntary schemes for product differentiation and market entry. [par.22]
Fifth: FAO needs to strengthen collaboration with and provide support to regional producer organizations and federations. [par.23] 

V. Recent FAO Initiatives

The Immediate Plan of Action for FAO Renewal States the endorsement for partnerships.

VI. Committee Guidance

The Committee may wish to call on FAO to:

· give increased priority to providing support to FAO Members at the national and global levels for engaging the private sector in agricultural development;

· undertake the initiatives to further strengthen collaboration identified in Section V;

· report back to the committee on progress made and outcomes of the consultative process. 
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