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Chapter 1

Introduction
The World Bank' provides about 10 percent of the net
aid disbursed and about 15 percent of the officially
supported resource flows to developing countries
(Organization for Economic Cooperation and Development 1985, 142, 162; 1988, 264-265; World Bank
1988e, 265). Its role in agriculture and rural development (ARD) is even more important? It provided 29
percent of official flows to ARD in fiscal years 1980-83
and 36 percent in 1985. This is almost equal to the
total flow of bilateral aid to ARD. In 1979-83, only 16
percent of bilateral aid reached agriculture compared
with about 30 percent of Bank flows (World Bank 1988,
214-215; United Nations 1989; Lipton, 1987,3).3
The Bank, as a leading donor and coordinator, often
plays a larger part in rural investment and policy than
even these numbers suggest. The Bank is, in a sense,
the main lending arm of the United Nations system and
works with technical specialists from other parts of that
system-the Food and Agriculture Organization,
United Nations Environment Programme, and so onto enhance agricultural development. The Bank also
coordinates bilateral and multilateral donors by chairing consortia and consultative groups. Perhaps most
important, the Bank advises developing countries on
agricultural strategy. The special role of the Bank is
even more important in subsectors such as agricultural
extension where the Bank concentrates its funds to
support preferred policies and in countries where little
public sector rural investment is available without
donor money.
1. The World Bank, or simply the Bank, covers the International
Bank lor Reconstruction and Development IIBRD) and the International Development Association (IDA), whose loans are on aid
terms.
2. Rural development in the Bank refers to "projects in the

agricultural sector where 50 percent or more of the direct benefits
were intended [before appraisal] to go to poverty target groups"

(World Bank, Operations Evaluation Division, 1988b, xiv).
3. The definitions of ARD used in the OECD sources are broad,
encompassing resource flows "to provide and manufacture fertilizer
and other inputs ... feeder roads, rural electrification, and rural
clinics," but still excluding rural education (Organization for Economic Cooperation and Development 1985, 213).

Radical changes in the Bank's role in ARD therefore
matter. Since 1981, this role has declined substantially,
both in comparison with the Bank's total program and
in absolute terms. Its agricultural role has also shifted
from lending for investment to lending for policy advice.
The Bank's remaining ARD project lending has also
been refocused by region and subsector, notably
toward Latin America and away from area development projects. Finally, the Bank's agrotechnical support capacity has aged and shrunk.
The World Bank in the 1970s was a major corrective
against certain biases, which were politically almost
inevitable in the investment patterns of both recipients
and bilateral donors. Agriculture employs some seven
out of ten workers in developing countries. In fiscal
years 1974-82, it received only 15-20 percent of public
investment, about the same share of bilateral aid, but
nearer 30 percent of Bank lending.
This emphasis on agriculture was especially important because it reinforced several other corrective
thrusts in Bank lending. Two of these, the Bank's
relative immunity from small country effects (that is, the
tendency of bilateral donors to grant small countries
much more aid per person than large countries) and
the International Development Association's role in
steering aid to the poorest countries, are of long
standing. A third trend, which emerged after 1973, was
the insistence that aid should reach poorer people
within countries. Newer Bank concerns-for food
security, environmental protection, and women's role in
development-also place increasing emphasis on
agriculture and, in particular, on projects in poor
African and Asian countries.
Other donors are unlikely to step into this important
and multidimensional role of the Bank in agriculture
and rural development. Major bilateral donors often
tailor their allocative decisions to their wish to export
heavy equipment or construction services or to obtain
diplomatic support. Such pressures prevent most
donor governments from giving as much attention as
they might wish to agriculture, especially to aid for poor
farmers and laborers in large and poor countries.
Governments in developing countries, for their part,
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have come under increasing fiscal and foreignexchange pressures that militate against long-run
agricultural activities. These governments, moreover,
exhibit a consistent urban bias in reaching their
allocative decisions. The Bank's corrective thrusts,
therefore, are especially important in these countries.
The Bank's emphasis on agriculture, large countries,
poor countries, and poor people weakened in the
1980s. Some of the reasons for this weakening were
sound. The rapid expansion of Bank agricultural
lending in the 1970s masked some serious systemic
weaknesses at the project level. Especially in Africa,
gung-ho expansion of allegedly poverty-reducing
agricultural projects from 1975 to 1980 meant that
inadequate attention was paid to technology, institutions, and policy environment. This had to change. The
falling share of Bank lending to agriculture, especially
in large countries such as India, Indonesia, and
Mexico, cannot, however, be explained adequately in
these terms.
The fall in Bank lending to ARD did not reflect a
philosophical shift either. In widespread and frank
discussions at the Bank, not one senior official claimed
that a larger proportion of public investment in developing countries should be directed outside agriculture,
except as an accompaniment to successful industrialization. Such a view could be respectably advanced,
especially for some middle-income borrowers. However, the decline in Bank lending to poor people's
agricultural projects in large, poor countries was not
caused by a shift in Bank philosophy, but by a
convergence of more specific worries about agricultural projects in particular regions and subsectors, by
outside pressures on the Bank, and by financial and
personnel rules and reorganizations within.
The fall in Bank lending to agriculture, and especially
to agricultural projects in the poorest regions (South
Asia and Africa), is especially worrying in view of a
recently fashionable reaction against agricultural lending-quite apart from the fiscal, trade, and diplomatic
pressures discussed above-among some major bilateral donors. These donors interpret urbanization and
the need to protect the environment as excuses for
cutting agricultural aid rather than, more accurately, as
urgent reasons for making farm work more sustainable
and attractive in developing countries.
To counter such fashions, the Bank may need to
reconsider not only its own level of ARD lending, but
also the strategic basis for that lending. Neither the

poverty-reducing role envisaged for the sector in the
McNamara era, nor the export leadership role implicit
in the early approaches to structural adjustment, is
wholly convincing, especially in Africa. A new, intellectually clear-cut strategy has not yet been articulated.
The Bank today, no less than in the McNamara
years or in the early years of structural adjustment,
remains the most promising source of credible strategic thinking on agricultural development. While it works
to generate this new thinking the Bank must protect its
shrunken portfolio of agricultural projects from further
unplanned or inadvertent reduction. Reversing the
precipitous fall in Afro-Asian project lending-so vital
to the world's poor-is surely the single most important
operational task facing the Bank in the 1990s.

Organization
The Bank's own enquiry into trends in agricultural
lending (the Harris Report) was carried out at the same
time as this research and was made available several
months after the first draft of this report was submitted.
The Harris Report confirms the large fall in Bank
agricultural activity diagnosed here and contradicts
hardly any of the findings of the first draft.'
The pattern of this paper is as follows. First, shifts in
lending patterns between the 1970s and the 1980s are
reviewed and it is asked if these sh ifts are likely to
continue or be reversed in the 1990s. Possible
changes in ARD lending requirements for the 1990s
are then examined in the light of probable challenges
from rural demography, food production and demand,
and resource degradation. Finally, the capacity of the
Bank to respond to these challenges, region by region,
is assessed. If the Bank is to meet these emerging
requirements, its procedures and staffing and the
relationship between projects and policy-based lending will have to adjust. Early signs of such a response
are visible already; the data presented below suggest
that more will be needed.

4. See paragraph 59 of Harris and others (1989; and pages iii-ivan
Bank agricultural lending as a corrective for biases in other funding
sources). The first draft of this paper was dated July 28, 1989. It is
believed that no member of the Harris leam saw it before writing
their report, nor did the authors of this paper see the Harris Report
before October 1989, The very similar conclusions of the two
reports are therefore encouraging.

Chapter 2

Bank Lending
for Agriculture and
Rural Development
from the 1970s to the 1980s:
Will the Decline Continue?
Bank lending to agriculture and rural development rose
sharply in the 1970s and fell in the 1980s (see Table 1).
In real purchasing power (1989 prices), Bank lending to
narrowly defined ARD had fallen by fiscal years 198688 to reach a level 19 percent below its peak in 197779.
The broad measure of ARD includes lending not
only for ARD projects properly defined, but also for
agroindustry and sector loans-mostly qUick-disbursing loans for sector adjustment. The narrow measure
only includes ARD projects. Table 1 also presents the
changes in the annual share of broad and narrow ARD
disbursements in total Bank lending from 1966 to
1988 5
The broad measure understates the recent contraction in ARD lending because it includes two expanding
subsectors-agroindustry and agricultural sector
adjustment loans (AGSALs)-that probably should be
excluded from the Bank's total for ARD. Investment in
agroindustry directly generates income (and produces
output) in the industrial sector and should be counted
there, just as farm investment should be counted in
ARD even when it produces inputs for industrial
processing. The indirect impact of agroindustrial proj-

ects on agricultural output is mixed. Some agroindustry
projects raise the value of farm output by providing
support for marketing, storage, or processing; others
only replace farm inputs produced abroad with those
produced at home, which are often sold to farmers at
higher prices because of protection.
AGSALs are also not counted as lending to ARD.
Designed to improve sectoral efficiency, most AGSALs
require some policy changes that help farmers (such
as commodity price reform), but carry stipulations that
can also hurt farmers in the short run (removal of input
subsidies). Since budgetary pressure on governments
often renders the helpful conditions harder to implement, the net result may reduce support to farming. At
other times, there may simply be few direct links
between quick-disbursing AGSALs and farming. Most
AGSALs do not specify that the loan must be spent on
imported agricultural inputs (let alone on additional
inputs) nor that the policy reform conditions must be
linked to agriculture.·
Both agroindustry loans and AGSALs are often fully
justified. Indeed, agroindustry in the form of rural
processing almost certainly deserves expanded support in the 1990s. For clarity, however, most of these

5. Since annual data are greatly affected when two or three large
projects occur in a single year, moving averages for several years
should be used to examine trends (Harris and others 1989, perhaps
preferably, uses five-year averages). Using single-year or undeflated data or comparing disbursements with commitments pro-

6. One Brazilian AGSAL dealt with the country's financial and trade
policies, over which the Ministry of Agriculture had no policy
capacity or responsibility. The authors concur with Harris and
others (1989, ii) that although the shift to structural adjustment loans
(SALs) and sector adjustment loans was a partial "contributor to
agriculture's declining share," the effect "is not all negative as far
as agriculture is concerned." This does not, however, justify
counting AGSALs as dollar-for-dollar additions to agricultural
investment.

duces serious misunderstanding. For example, comparing the

annual 1985 undefla1ed disbursemen1 figure of US$350 million wi1h
an unconfirmed commitment of $755 million for 1989 was misinterpreted in a Bank memorandum to indicate that agricultural lending
10 SSA [Sub-Saharan Africa] more 1han doubled be1ween 1985 and
1989."

9

Table 1
Bank lending to agriculture, 1966-88

ARD as Percentage of
Total Bank Lending
(3-Year Moving Average)'

Disbursed Bank Lending In Millions of
U.S. Dollars
Fiscal
Year

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Bank Total

1,123.3
1,130.4
953.6
1,784.2
2,186.1
2,505.2
2,965.9
3,408.0
4,313.9
5,895.9
6,632.4
7,066.8
8,410.7
10,010.5
11,481.7
12,291.0
13,015.9
14,477.0
15,522.3
14,384.4
16,318.7
17,674.0
19,220.7

Broad ARD'

Narrow ARD

Narrow ARD
(1989 Prices)'

Broad ARD

Narrow ARC

World Bank
Disbursement
Deflator
(1989~100)

11.9'
12.5
15.2

152.4
87.0
172.5
367.3
426.4
419.2
436.3
937.1
955.9
1,857.6
1,627.6

133.2
87.0
172.5

589.4
376.6
746.8

354.3
426.4
391.4
411.0
766.6
922.9
1,823.6
1,540.1

1,501.3
1,705.6
1,477.0
1,447.2
2,403.1
2,435.1
4,135.1
3,290.8

13.6'
13.1
15.5
19.4
18.9
17.0
19.6
21.5
27.1
26.1
29.6

2,307.9
3,269.7
2,521.8

2,126.9
2,962.7
2,362.3

3,468.4
3,763.0
3,078.4
3,698.3
3,472.9
3,749.3

3,054.4
3,495.4
2,889.4
2,944.5
2,848.8
3,003.2

4,305.5
5,338.2
3,726.0
4,326.3

32.0
32.2
31.4
28.6

4,710.8
3,915.2
4,072.6
4,029.4
4,265.9

28.1
26.6
23.9
24.7
25.9

16.3
17.3
19.2
24.9
25.2
28.1
29.5
29.6
28.5
26.2
25.7
23.7
20.3
19.9
20.2

4,777.4
2,930.3
4,493.9

3,497.4
2,736.0
2,997.6

4,553.9
3,137.6
3,158.7

24.0
23.1
23.4'

19.3
17.5
15.6'

19.2
18.3

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.8
87.2
94.9

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989); for the World Bank disbursement deflator, J. Baneth, "Planning
Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division,
Washington, D.C. April 24, 1989), Table 2. for the 1966~69 deflator, personal communication from A. McPheeters of the World Bank, May
1989.
a All three~year moving averages are the average of the ratios for each of the three years centered on the year in that row.
b Broad ARD corresponds to the World Bank's definition of loans for agriculture. Narrow ARD is defined as broad ARD minus both sector
loans in agriculture and loans for agroindustry.
C This is the narrow ARD multiplied by 100 and divided by the World Bank disbursement deflator. It measures the real purchasing power
(over imports from industrial countries) of Bank lending for narrow ARD allowing for both price changes and exchange rate movements.
, 1966 only.
e 1988 only.
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loans should not be treated as loans to ARD. When we
deduct them (as in the narrow definition of ARD) we
see that Bank support for agriculture underwent a
steeper decline in the 1980s than most Bank studies,
which use the broad definition, imply. In nominal
dollars, Bank lending for narrow ARD projects did not
increase after 1980-82, when it reached US$3.1 billion
a year. In real dollars, it fell sharply, even as total Bank
lending continued to rise. Narrowly defined ARD
project lending fell from an average of 30 percent of
total Bank lending in 1977-79, to just 17 percent in
1986-88.
Only the steepness of the fall in agriculture's role in
Bank lending, not its existence, depends on definitions.

As a proportion of total project lending, for example,
agricultural projects declined from 26.2 percent in
fiscal years 1980-82 to 14.7 percent in 1987-89 when
agroindustry is included and from 28.1 percent to 18.8
percent otherwise (Yaron to Petit 1989). Even using the
most generous definition of agriculture's share-that is,
project disbursements that include agroindustry and
AGSALs as a proportion of total Bank lending that
excludes SALs-shows a fall from 32.7 percent to 25.7
percent in agriculture's share of total Bank lending
between 1974-78 and 1984-88 (Harris and others
1989, Paragraph 2).
What about the geographic distribution of agricultural
lending? Alarmingly, the decline of lending was steep

in the poorest and most agricultural regions, Asia and
Africa.' While the proportion of broad agricultural
lending by the Bank group rose in Latin America and
the Caribbean (LAC) from 20.8 percent in fiscal years
1974-78 to 30.1 percent in 1984-88, that in Africa and
Asia fell from 59.4 to 53.0 percent; their narrow share
fell hardly at all (from 62.3 to 62.1 percent). Since
China's share rose from zero to 4.5 percent, the share
of Bank loans to narrow ARD for the rest of Asia and
Africa fell from 62.3 to 57.8 percent. In 1984-88 five
countries accounted for about 63 percent of Bank loan
disbursements to broad agriculture, and steep declines
in a few big borrowers, notably India, Indonesia, and
Mexico, outweighed increases in China and Brazil and
accounted for a major part of agriculture's falling role
in Bank activity. This fall applied to small countries as
much as to large ones (Harris and others 1989,
Paragraphs 3 and 7-8; Figures 2-4).

Will the reasons
for falling ARD project
lending persist?
Discussions with Bank staff reveal no single explanation for the shrinkage in ARD project lending, nor even
a consistent recognition of its occurrences Publicly
stated Bank objectives have not shifted enough to
justify such a shrinkage, nor is there comfort in the
claims, sometimes advanced, that cash commitments
to ARD are about to rebound. Deflated disbursements
count, not cash commitments. To embody the committed cash in prepared projects before the cash is too
heavily eroded by inflation requires agricultural staff.
Staff have been reduced, however, and the reduction
will continue to accelerate (Petit and Mathai 1989). The
Bank's management process "penalizes any project. ..
that has a long preparation time. Moreover, the deferral
may become permanent because, once projects drop
7. Harris and others (1989, Paragraph 4) pOints out that from fiscal
years 1974~81 to 1984-88 the share of lending from the International
Development Association to broad ARD fell much less (from 42.5
percent to 35.7 percent) than did that of the International Bank for
Reconstruction and Development (from 27.2 percent to 20.0
percent). It does not seem to follow, however, that "lending to the
least developed countries [showed] less decline in agriculture's
share than among higher-income countries." The trends largely
reflect shifts from IDA to IBAD terms in India (with its falling share
of agriculture) and heavy use of IDA to finance African AGSALs,
which for all their merits are scarcely agricultural loans. The sharp
rise in the share of Latin America and the Caribbean in ARD
lending is probably inconsistent with the global move of such
lending toward poorer or more rural countries.

8. Several commentators have pOinted out that even broad ARD
excludes some investment in transportation and much in education
that may indirectly raise farm output or income. The Bank has no
data for levels and trends in such subsectoral lending. Such trends,
based, for example, on falling shares of primary education in public
sector outlays during the 1980s, especially in countries receiving
SALs, if verifiable, would also prove unfavorable to ARD. The
Bank's opinion is that "lending for ARD in FY88 [as a proportion of
total Bank lending was] similar to levels observed throughout the
past decade" IWorid Bank 1988,111). See also Table 1.

out, sectoral resources are further reduced in the
future ... The projected sharp increase in lending for
agriculture in FY93 may be explained by this [management] phenomenon of pushing difficult projects into the
[later] years of a lending program. But the chances of
actually preparing the projects may be small" (Harris
and others 1989, Paragraph 4).
There is general agreement in the Bank with this
view, which raises three questions. What were the
reasons for declining ARD project lending? Were they
good reasons? Will they continue to apply?
Let us begin by dismissing three reasons that do not
apply. There was some shift in lending following the
1973 McNamara speech at Nairobi, which aimed to
reduce poverty directly and led to a marked rise in
fiscal years 1973-80 in lending to smallholders (rural
development, in Bank parlance; World Bank 1982).
Could an intentional shift in the 1980s away from this
emphasis on poverty and toward support of efficient
and rapid growth explain the decline in ARD project
lending? This explanation is not justified for two
reasons. First, both McNamara and his successors
emphasized smallholder lending not as a form of
welfare spending, but as a means of stimulating growth
by increasing the productivity of the poor. A task force
during the transition to his successor, A. W. Clausen,
concluded that, save at the extremes, "efficient growth
and the alleviation of poverty are complementary
objectives" (World Bank 1982). Indeed, povertyoriented projects in agriculture, completed by the Bank
and evaluated in fiscal years 1977-83, produced
slightly higher returns than other projects (Lipton
1987b). Only in Africa, where both agriculture and rural
development projects evaluated in the 1980s performed poorly, did smallholder projects subsequently
deteriorate relative to other projects. When Barber
Conable assumed the Bank presidency in 1986, he
undertook a series of initiatives to improve the complementarity of macroeconomic policy reform and poverty
reduction' These initiatives and the general Bank
pOSition that the reform was needed to remove biases
against agriculture, should have strengthened the case
for agricultural lending.
More fundamentally, a shift from reducing poverty to
encouraging growth also fails to explain the fall in
project lending to ARD because in most developing
countries both objectives depend primarily on the
prosperity of the agricultural sector. Agriculture contains the largest absolute numbers (and proportions) of
poor people; the most workers per unit of capital and
of output; and the largest potential, through expanding
labor-intensive activities especially on smallholdings,
to accelerate growth and alleviate poverty by using
resources more efficiently.
Can reduced ARD project lending be justified as
part of the Bank's new emphasis in the 1980s on

9. These initiatives include the Food Security Initiative in Africa, the
work (and lending) on the social dimensions of adjustment, and the
deCision to focus the 1990 World Development Report on poverty.

11

12

supporting the private rather than the public sector?
Surely not, since farming in most developing countries
is far more privatized than industry.'o Agricultural credit
is the Bank's main instrument of group lending to
reach private firms. The absence of "strong institutions
to support the private sector [or) for private-sector
lending" may be noticeable in the agricultural sector
and may inhibit further lending (Harris and others 1989,
Paragraph 29), but hardly more so over time, and
hardly more so than in other matters.
A more plausible explanation of the shrinkage in
agricultural project lending is the Bank's shift away
from all forms of project lending. Instead of its traditional lending for slow-disbursing projects, the Bank
began in the 1980s to offer a growing share of its loans
on a quick-disbursing basis to cushion the impact of
policy changes and to sustain existing import needs
during what it called structural adjustment. Adjustment
lending took the form of broad structural adjustment
loans (SALs), conditioned on changes in borrowingcountry foreign trade, pricing, and budget regimes
across sectors, and more narrow sectoral adjustment
loans, usually conditioned on policy changes within
specific sectors, including agriculture. Initially, adjustment lending was to consume no more than 10
percent of total Bank lending, but by fiscal years 198385 its share had risen to 13.4 percent. Recognizing the
need for more quick-disbursing loans during a world
recession, the Bank subsequently adopted an informal
guideline of 15 to 20 percent. Yet the share of commitments increased to 21 percent in fiscal years 1986-87,
and the expected average for 1988-92 is 25 percent
(World Bank, Country Economics Department 1988,
110-111 ).
Thus the proportion of Bank lending available for
projects was arithmetically bound to decline. Still, only
part of the ARD shrinkage in the 1980s can be
attributed to adjustment lending. Even as a share of
project lending alone, narrow ARD declined sharply
from 30 to 23 percent of disbursements between 197779 (before adjustment lending began) and 1986-87.
The rise in adjustment lending accounts for only half of
the decline in the share of narrow ARD projects in total
Bank lending. Agricultural project lending lost out in the
1980s, not only to adjustment lending, but also to
projects in other sectors."

Is ARD's decline due to changes in the economic
structure of the developing world? As development
takes place, farm sectors generate a smaller share of
gross domestic product (GDP) and absorb a smaller
share of lending. Between 1965 and 1986, agriculture's
share of GOP fell from 42 to 32 percent in low-income
countries and from 22 to 15 percent in middle-income
countries (Harris and others 1989, Paragraph 10).
The structural changes that occurred after 1965,
plus perceptions of growing urban congestion and
poverty,12 might justify a slight decline in the share of
lending going to agriculture, but hardly the steep drop
actually noted after 1980. This drop is far out of
proportion to any relative industrialization that has
taken place more recently, and agriculture's share in
employment in most developing countries has fallen
far more slowly than its share in output. In most of
Africa, where agricultural failures have aborted industrialization, the shrinkage in Bank project disbursements for ARD has been rapid; likewise in those parts
of South Asia where industrialization has been slowest
and least advanced."
Are declining ARD disbursements a rational
response to the collapse of farm prices during the
1980s and to the possible consequent decline in
projected (or realized) ARD project returns? Here, at
last, we have a more substantive explanation. The
cyclical commodity price boom of the 1970s probably
inspired too many Bank projects in agriculture, with
slightly high projections of cereal prices, and hence of
economic returns, into the 1980s. Almost certainly, the
downward corrections of prices and price forecasts in
the 1980s (especially a 30 percent downward adjustment in 1982 of the price forecasts for rice; Duncan
1989a) reduced the preappraisal economic rate of
return for some projects, especially irrigation projects
in Southeast Asia, enough to remove them from
consideration for Bank funding.14
The economic rate of return is the least bad guide to
a project's worth. If the price of the project output is
expected to decline, so will the economic rate of return
(ERR) and the case for supporting the project. Are low
ERRs the whole story, and are recent price projections
(and hence the expected ERRs) perhaps too low?
ljhere are five general arguments for accepting a
slightly lower projected ERR at appraisal in an agricul-

10. The Bank has become much less favorably disposed to

12, these perceptions vastly overstate the true rates of urbanization 'In Asia and Africa (see Lipton 1982). Even if they did not, broadbase:d rural development (and the aid to achieve it) would seem a
better remedy than aid that pulls even more people into the cities.

agricultural marketing parastatals, which were never major recipients of Bank project lending to ARD. Their decline cannot explain
the decline of Bank lending to ARD.

11. It has been suggested that most of the fall of the ARD projects
not linked to adjustment lending is merely the counterpart, shared
evenly among nonenergy sectors, of the rising share of energy
lending. Figures supplied by Mr. Bandito

(SVPOPI

from 13.5 to 22.1 percent between 1975 and'1980-B2, remained
stable until 1986-88 (21.5 percentl, and fell after 1988 to about 17

percent. The share of narrow ARD projects in disbursements fell

11, regardless of whether

energy commitments were rising, stable, or falling.

funds.

do not bear this

out. The share of energy in total Bank lending commitments rose

fairly steadily over this period (Table

13. Relative industrialization has been rapid mostly in the East
Asian countries, which are no longer heavy borrowers of Bank

14. Hayami and Kikuchi (1978) illustrate the responsiveness of

public irrigation investment to its expected yield. Levine, Barker,
Rosegrant, and Svendsen (1988) indicate the large response of that
expected yield to the projected price of rice.

tural project and not in another public project. First, the
labor intensity (and food/output ratio) of an agricultural
project is usually higher, so it would rank better on a
poverty-weighted ERR than on a simple ERR. Second,
the product mix of most ARD projects, other than that
of perennial crops, is usually much more flexible (that
is, less vulnerable to declines in a subset of output
prices) than is the product mix of, say, factories. Third,
the aggregate costs of the disruption and adjustment
generated by an output failure are usually much higher
in food crop agriculture than in other sectors. Fourth,
the environmental consequences of not investing in
ARD (especially the degradation of marginal lands,
water, and trees) as population grows are likely to be
serious. Finally, higher risk in agriculture than elsewhere, coupled with greater risk aversion among
farmers than among industrialists, means that agriculture's share in private investment is likely to fall short
of the share needed to maximize the gross national
product generated by a given total investment.
These five effects should, to some extent, weigh in
favor of many ARD projects, even if lower agricultural
price projections reduce their ERRs. A more important
issue, perhaps, is whether the Bank's agricultural price
projections are too low. Bank projections for food
predict higher output and trade volumes-and lower
prices-than the two main alternatives; all three models "ignore intersectoral effects [and] links to asset
markets" (Duncan 1989b, 2-3). On balance, this overstates the price-depressing effect of higher supply.
Therefore, the big cuts in the Bank's crop price
projections in 1981-83 were perhaps excessive and
produced too few ARD projects.
A related concern is that the above-trend farm
production in the 1980s, except in China, where grain
output was almost static after 1984, came largely from
heavily subsidized farmers in Europe, Japan, and
North America (Food and Agriculture Organization
1989b, 79-80). Should the lower world prices that result
from the subsidized production of industrial countries
be used to justify less support for producers in
developing countries? With industrial countries' farm
policies under discussion in the General Agreement on
Tariffs and Trade (GATT), is it wise to project rates of
return on the assumption that low prices, due in part to
protected or subsidized overproduction on the farms of
the Organization for Economic Cooperation and Development, will continue? Even after the North American
drought of 1988, and amid controversy over global
warming, the Bank projected the international purchasing power of a ton of cereals in 1995 to be 59 percent
of 1983-85 levels (World Bank 1988c, xiii). This projection may be too low, and may be exerting a bias
against some ARD projects."

15. The technical requirements of aggregation, in present circumstances, often project crop prices considerably too low. For the
Philippines, Souis (personal communication) pOints out that, on the
side of supply, yield expansion on adopting areas (and adoption

To many Bank staff, the reduction-or at least the
pause-in ARD projects is justified by the high failure
rates of such projects in the past. Indeed, 30 percent
of ARD projects completed and evaluated in 1980-85
showed economic rates of return below 10 percent or
were unsustainable; in 1987 the proportion had risen to
39 percent. This compares with a 17-25 percent rate of
project failure in other sectors (World Bank, Operations
Evaluation Division 1987b, 160; World Bank 1988a,
113).
Although important and apparently persuasive, these
high failure rates do not indicate poor returns to ARD
projects and are not, therefore, a good reason for
curtailing them. When measured per dollar of lending
rather than per project, the ERR on agricultural lending
at postproject evaluation averaged over 1976-87 was
17.8 percent, which is almost identical to that of total
Bank lending (17.9 percent) and well above the industry's average (14.1 percent, World Bank 1988a, 115;
World Bank, Operations Evaluation Division 1987b,
113). Only 13 percent of the dollar value of postevaluated ARD projects in 1980-84 failed compared with 29
percent of the number of projects (World Bank Operations Evaluation Division 1988a, 159). In other words,
the failures were mostly small projects, some of which
were justifiable as pilot or experimental projects; the
proportion of ARD cash that failed was acceptably low,
except in Africa. A much lower proportion, indeed,
would indicate undue caution.
Nonetheless, high ARD project failure rates produced a backlash of disillusion, especially because
they were higher for rural development (that is, poverty
and smallholder) projects (37 percent) than for other
ARD projects (21 percent). It should be stressed that
the total (size-weighted) ERR, even on these rural
development projects, was a satisfactory 16.7 percent." However, ARD project failure rates were high,
especially in Sub-Saharan Africa (SSA), where donor
interest was growing fastest and even the ARD projects judged successful at postevaluation proved

rates) are too readily prOjected from more to less promising areas,
and from more to less yield-enhancing new varieties (the yield
potential of tropical rice has hardly altered since IR-8 was released
in 1963). On the side of demand, rice prices at the farm gate are
pulled up by income growth more than data on offtake would
suggest because consumers shift toward higher quality rice. Hence
forecasting aggregations tends to overstate yield growth and
understate demand growth, in both cases leading to underestimated
rises in price. Demand for grain is also likely to rise more rapidly (for
a given rise in population and income) as urbanization slows,
especially in East Asia, since income elasticity of demand for
readily available or own-farm cereal is likely to exceed that for
bought cereal of the same type; again, H. Souis has evidence for
the Philippines.
16. These results are from 112 research and development projects
and BO other agricultural projects approved after 1974 and audited
in 1977-86. The ERR on total disbursements for the 112 projects
was satisfactory (16.7 percent), even including the 37 percent that
failed IWorld Bank, Operations Evaluation Division 1988b, 21).
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unsustainable for the large part. This reflected the
African droughts and fiscal crises of 1982-84.'7
The high failure rates plus low returns that prevailed
in much of Africa do provide a reason to rethink ARD
projects. The great majority of these failures were
attributed by evaluators to inadequacies in how technology and local institution-building were designed, not
to errors in the pricing policy (such as those that SAL
conditions seek to address). Such inadequacies
require correction not so much through fewer as
through better projects. The fall in ARD project lending
began around 1979, well before the news of high
failure rates began to sink in with the postevaluations
of the mid-1980s. 1B Good ERRs outside Africa, and
learning effects everywhere, render these failure rates
a weak argument for overall cuts in ARD project
lending.
Economic rates of return make a better case for
expansion or contraction than do failure rates. Also, the
performance of each type of project, by subregion, tells
us more than the performance worldwide or for a
whole sector. The overall deterioration in the postevaluation ERRs of agricultural projects seems to be
confined to Africa, where it occurs mainly in livestock
and area projects.19 Where postevaluated ERRs on
ARD projects look reasonable, preappraisal ERRs for
similar types of projects in the same region remain
important guides to project selection.'o Except for a few
combinations of region and project type, these guides
do not justify the recent downgrading of ARD project
loans.
Related to low economic rates of return and a
leading cause of falling Bank involvement in ARD is
the growing incentive being offered to Bank employees
to reduce the staff time and costs of lending." ARD
projects often perform poorly because they lack
sufficient Bank staff time, especially for supervising
implementation. Preparing and implementing projects
in ARD requires 20-30 percent more staff time and
17. Of twenty~five ARD projects ranked successful at completion,
thirteen proved unsustainable when revisited two to five years later,
during 1982-84; of the thirteen, all but one were in Sub-Saharan
Africa (World Bank, Operations Evaluation Division 1984, 35-36;
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Lipton 1987b. 71.

18. Early warning of these failures and their causes in inadequately
understood technologies and institutions was given in the first
printing of Urna Lela's The Design of Development (1975), but only
when the fourth printing (with a new postscript) appeared in 1984
was the climate receptive to its lessons.
19. Mexico's big PIDER program also revealed "severe design
flaws," but these are not a major cause of the Bank's ARD
contraction there (Harris and others 1989, Paragraphs 43-49).
20. This is true if preappraisal ERRs do not systematically overstate
postevaluation ERRs for ARD projects. The sources of the Operations Evaluation Division find no evidence for general
overstatement.

resources per dollar loaned than elsewhere (World
Bank 1989a, 9). In the 1980s, this began to work more
heavily against ARD projects for two reasons. First, the
weakened payments position of many borrowing countries placed a premium on rapid lending. ARD project
loans, being slow to prepare and to disburse, were
poorly suited to this new mission. Second, the Bank
reorganization of 1986-87 responded, in part, to cumulative donor pressures to curb staff and costs. For
these goals, although not for purposes such as wellprepared and well-implemented Bank lending that
perhaps matter more, ARD projects were at a
disadvantage"
The reorganization sought to improve Bank sensitivity to cross-sectoral linkages by replacing sectoral
strategies with country strategies, and by giving more
lending authority to country departments (CDs). Yet
there is a frequent absence of strong sector content in
country strategy work, which emphasizes macroeconomic and trade-related issues. This is symptomatic of
the fact that the country strategy approach is being
undermined by the imperative to lend more while
cutting staff time and budget costs. In their struggle to
keep the lending pipeline full while containing internal
costs, the Bank's country departments are tempted to
find substitutes for the slow-disbursing, delay-prone,
staff-intensive agricultural projects in their portfolios.
Moreover, only the biggest countries have their own
agrotechnical staff within the Bank; other departments
must rely on overstretched (and eroding) agricultural
divisions within regional technical departments. This
problem of staff shortage will intensify. The Bank will
lose 60 percent of its agricultural staff by 1998 through
mandatory retirement; these represent "the most
senior and experienced technical people now working
on the agricultural sector" (Harris and others 1989,
Paragraph 50). These retirements will peak sharply in
1992-94 in Africa, which already "has the lowest [ARD]
supervision coefficients [and] performance ratings [of
all regions]" (Petit and Mathai 1989). A widely held
view in the Bank is that "lack of resources to ensure
close and constant supervision [may be] part of the
reason why project problems have not been detected
and corrected" (Harris and others 1989, Paragraph 52).
Moreover, the shortage of technical staff, which is
becoming worse, impedes timely project preparation,
prevents correction of the crucial agrotechnical and
microinstitutional (rather than macropolicy) weaknesses that harmed earlier projects, damages the
prospects for long-term and committed sectoral dialogue between experts (and hence for institutionbuilding), and places an increasingly severe constraint
on renewed growth in ARD project lending. These
problems, especially the issue of institution-building,
can be eased only slightly by reliance on outside
consultants.
22. This applies especially to small pilot projects. where per-dollar

21. "FQr agricultural projects, supervision is already more expensive in staff time than for other projects, but it is a crucial factor in
improving project performance . ... Unfortunately, supervision often
becomes a postponable activity" (Harris and others 1989, iv-v).

staff costs are especially high but essential for testing new ideas
and improving portfolio quality. A "notional average project size" of
US$50 million is used to reduce the unit cost of staff and as a Bankwide guideline for regions and major project groups.

These staff projections, and the downward pressure
on ARD projects due to the imperatives to hold down
internal staff expenses, not only dim the hope for a
strong rebound in such projects in 1993 but are at
odds with the growth trajectory of future Bank lending
as implied by the 1989 general capital increase.
Decreasing project staff and funds, even travel funds
for supervision, will make difficult an effective expansion of ARD lending. "A healthy pipeline of agricultural
projects cannot be built on a bargain basis" (Harris
and others 1989, 52, 53, 55). In India Bank staff inputs,
especially in implementation, although sometimes
irritating or conflictual at high levels of government,
receive a steadily warmer local response as one
approaches the sharp end of the lending process.
Such inputs, however, require time and country experience from Bank staff (Guhan and Mazoomdar 1989,
177-186).
On occasion, the Bank tries to lend more for good
ARD projects and is overruled by the government of
the borrowing country. This can have several causes.
Many ARD projects need local currency; the Bank may
have problems lending enough foreign exchange to
make these projects attractive, especially to International Bank for Reconstruction and Development
(IBRD) borrowers.23 Food-growing projects, moreover,
often provide little foreign exchange that can be used
by governments. Fiscally sound middle-income borrowers, mostly a few countries in Europe, the Middle
East, and North Africa (EMENA) and East Asia, obtain
IBRD terms and find other lenders to ARD more
attractive, especially if the Bank's agrotechnical expertise is being eroded. Crisis-ridden or adjusting governments also sometimes oppose IBRD, and occasionally
International Development Association (IDA), projects
in ARD, because they lack counterpart funds (due to
fiscal constraints), foreign exchange, or personnel.
Cases exist of each of these four types of borrower,
rather than Bank, constraints on ARD project lending,
but such cases are unusual. Few governments prefer
macroconditional money to project money.>4 However,
the lack of counterpart funds, foreign exchange, or
personnel appears to Ipom large for one or two major
Latin American borrowers. This constraint could perhaps be overcome by an appropriate composite (or
what the Bank calls "hybrid") of AGSALs and projects.
The reluctance of recipients is not a major cause of the
decline in real Bank lending to ARD projects.
The growth of adjustment lending may arithmetically
explain about half of the fall in ARD's share of Bank
lending. Central to the debate over reduced lending for

agriculture is the motivation underlying the Bank's
enlarged emphasis on adjustment lending in the
1980s. Advocates argue that adjustment lending uses
funds to benefit agriculture and rural development
more effectively than traditional ARD project lending
could in countries with a weak policy environment.
In the short run, quick-disbursing SALs and AGSALs
can be used by cash-poor governments to maintain
rural infrastructure and buy needed input supplies
(such as fertilizer imports), without which traditional
ARD projects often fail. In the medium run, many of the
macroeconomic policy changes being promoted
through adjustment loans (for example, currency devaluations, import liberalization, and market deregulation)
can be advantageous to farming'>5 In developing
countries, macroeconomic policies are often rigged
against farming. Some argue that many ARD projects
failed in the 1970s because the policy environment
was wrong, that strong growth of policy-based adjustment lending in the 1980s promises to correct this
deficiency, and that SALs and AGSALs, by injecting
funds with the condition that agricultural policy
improve, signal increasing Bank support for the agricultural sector despite the fall in project loans. The
arguments attributing past ARD project failures to
macropolicy errors and favoring shifting more Bank
funds toward providing help (and pressure) for correcting such errors are a major cause of the contraction in
Bank lending to ARD in the 1980s. If these arguments
remain persuasive inside the Bank, the continuing
need for policy adjustments could be accompanied in
the 1990s by further declines in ARD project lending.
The adjustment approach has real achievements to
its credit, especially in Europe, the Middle East, and
North Africa. Although more AGSALs are needed in
some countries, they have diminishing marginal credibility on their own and should complement expanded
ARD project lending. Unless the Bank is to become an
agency offering conditional relief for sovereign debta path that, like most Bank staff, the authors of this
report would reject-it must pursue a lending strategy
of efficient project reentry, especially in ARD. Growing
problems are evident with an approach that seeks to
maintain today's ratio of agriculture-linked SALs and
AGSALs to ARD project lending.
First, adjustment loans often produce less policy
reform than promised. Although substantial reforms
have been implemented by some countries that have
received structural and sectoral adjustment loans
(including AGSALs), important policy conditions
attached to adjustment lending often go unmet. A 1988

23. Article IV, section 3 of the World Bank's Articles of Agreement
allows the IBRD to support local currency costs only in "exceptional
circumstances,"

25. Krueger. Valdes. and Schiff (1988) show 1ha1 farmers in most
developing countries are much more damaged by exchange-rate
and trade-regime distortions than by direct interventions in farm
input and output pricing. Implementation of SAL conditions to

24. However, Yugoslavia in 1988-89 told the Bank that an adjustment package should precede new ARD projects that the Bank

seeks to finance.

correct the former distortions-for example, in Costa Rica, Mexico,
and Nigeria-may have helped farmers more than using the SAL
money for ARD projects in the distorted. pre-SAL policy regime
could have. However, many SAL conditions (such as input desubsidization and public expenditure cutbacks) have, on balance, a
negative impact on productive capacity in agriculture.
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evaluation by the Bank of fifty-one SALs and SECALs
showed that only 60 percent of the policy conditions
were fully implemented during the loan period (World
Bank, Country Economics Department 1988, 89). Not
all reforms are additional; given the macroeconomic
crisis of the 1980s, some would have been undertaken
even without Bank conditionality. Moreover, the Bank
does not always follow up these reforms. Once an
adjustment loan has been negotiated, the Bank is
understandably reluctant to suspend disbursements. In
sector operations, the most difficult policy conditions
are usually postponed for the second-tranche release;
nevertheless, "so far the Bank has never failed to
disburse a second tranche, even when compliance
with conditionality was substantially incomplete" (World
Bank, Agricultural and Rural Lending Department
1988, 33). The Bank's own studies describe conditionality as a weak device, especially for enhancing growth
and efficiency in agriculture. On agricultural pricing
policies in particular, "the degree of government and
Bank commitment to the agreed measures" is open to
question. In forty-four out of fifty-four Bank loans with
an agricultural pricing covenant, project completion
and project performance audit reports did not even
report on compliance. 26 Some Bank staff believe that
conditions need to be fewer and implementation more
rigorous, but the conditions often are not feasible or
cannot be supervised in the first place.
Second, substituting SAL and AGSAL approaches
for ARD project loans assumes that the resulting
reforms are needed to make projects work, yet SAL
and AGSAL conditions often omit the technological
and institutional requirements most relevant to project
failure. A thoughtful Bank memorandum discussing
problem projects in West Africa in late 1989 listed
"general implementation problems" (in order of importance) as follows: shortage of counterpart funds
because of the critical public finance situation; politicized staff appointments, which produce frequent and
disruptive staff turnover and unqualified staff; an
inadequate or absent credit system that restricts
private agricultural investment; weak donor coordination with substantial disagreement among aid agencies
about the role of the priVate sector, price policy,
multicomponent area development, building local institutions, and devaluation; the absence of fiscal
resources to maintain minimum support prices; and
fraud, which renders import duties less protective of
agriculture. Only a few of these requirements bear
much relation to typical adjustment conditions, which
center on eliminating the restriction of key prices and
reducing inappropriate forms of government spending.
Most are simply conditions of good governance, while
some are in fact requirements for more governance.
There is increasing consensus, in the Bank and
elsewhere, that the substantial increases in agricultural
output that are the result of improved private sector
26. Project completion reports reviewed in World Bank, Operations
Evaluation Division (1988a vi, ix, 64), include some reports made at
the completion of adjustment loans.

incentives usually require public sector complements:
more government investment in rural infrastructure and
public agricultural goods and more (but appropriate)
government intervention to support, or at least stabilize, some farm prices (Binswanger 1989b; Lipton
1987c). These requirements, suggested by the above
West African list, are antithetical to some of the past
content, emphases, and perhaps ideology of adjustment lending. Nor is it obvious that the Bank, or
anybody else, knows how to define or administer,
especially from outside and in the more difficult
borrowing countries, overall conditions that in essence
seek good or honest or open governance, not merely
the adjustment of specific prices. At the very least, if
conventional conditionality has not achieved major
improvements in agriculture for want of appropriate
complementary conditions (as is apparently the case
in much of Africa), one needs to be very cautious in
assuming that these extra conditions can be attached
to loans easily in the future. This again suggests that
ARD project reentry should be given higher priority
when sensible projects are identifiable.
Third, even some nonreforming countries can benefit from project loans designed to be relatively policy
proof, in areas such as human capital development
and community infrastructure (Ruttan 1988, 17). Close
linkages to ARD lending are possible; some new-style
African ARD projects, related to the environment or
institutions, can operate well despite unsatisfactory
macropolicy, especially if local management institutions (such as nongovernmental organizations) are
fostered or established.
Fourth, the evidence that adjustment lending works
is weak, even on its own terms. The Bank, rightly, does
not calculate ERRs on adjustment lending. This
means, however, that the performance of SALs and
SECALs is safely immune to comparative criticism.
The economic performance of countries that received
SALs and SECALs is sometimes used as a crude
surrogate measure of success, but the Bank's thirty
adjustment lending countries improved their performance only "modestly better" than comparable countries that did not receive SALs or SECALs. Moreover,
such loans did not make a significant difference in the
performance of Sub-Saharan Africa and the highly
indebted countries that undertook adjustment loans.
These countries, a Bank study asserts, are not yet
"growing out of their debts," and the sustainability of
adjustment lending must therefore be called into
question.27 Policy reforms mainly benefit agriculture
through improved incentives. In much of Africa the
technology is inadequate to permit total farm output to
respond substantially to those incentives (Lipton
1987c). Such response is often undercut by the
27. The lack of impact from Bank adjustment lending in

Sub~

Saharan Africa is quite consistent with the controversial and highly
tentative evidence of greater improvement in policy performance
among countries that adopt adjustment policies than among those
that do not (World Bank, Country Economics Department 1988, 47;

World Bank and United Nations Development Programme 1989).

pressure to adjust state spending downward, which
often reduces necessary support for agriculture.
Fifth, there are global worries about the cumulative
impact of shifts by the Bank from project loans to
adjustment loans, even if each rejected project or each
accepted SAL or SECAL makes sense in isolation.
The Bank's portfolio shifts from projects judged good
toward countries judged troubled and needing aggregate policy changes; this shift ultimately imperils the
Bank's own credit rating, especially when the same
countries require repeated adjustment loans. Projects,
especially agricultural projects affecting poor people in
countries not requiring general-purpose cash, acquire
support with more difficulty and on harder terms.
Countries, even very poor ones, with (as yet) few
adjustment or debt problems are driven either to
abandon such projects or to finance them on even
harder terms, and thus to incur debt problems. Presumably, the Bank group's main function is to ease,
increase, and improve economic activity that, while
promising, is currently constrained by the poverty and
low savings capacity of borrowing governments and
firms. This poverty, efficiency, and development function may be advanced by particular, temporary shifts
from ARD project lending to adjustment support, but is
globally damaged by a long series of shifts in that
direction, especially if they also move lending from
poor to middle-income countries and from development finance to debt relief.
Sixth, although borrowing-country policy often needs
reform, unreformed donor policies also distort the
economic environment in ways that are partly to blame
for ARD project failures. Adjustment lending, unfortunately, corrects failures only in the policy environment
of the recipient country. In developing countries some
donor-country policies push up interest rates (through
low savings and huge budget deficits) and thus reduce
the government's incentives and resources to sustain
rural infrastructure and farming environments.'· Other
donor-country policies depress and destabilize international farm commodity prices (through import restrictions or through production and export subsidies;
Koester 1982). The effects of policy-based Bank
lending, as it succeeds in reforming the policy environment of the recipient country, are increasingly constrained by donor pOlicies.
Finally, policy-based lending is weakened as an
instrument of agricultural improvement because it
responds in part to nondevelopment concerns in
important donor countries. The world recession of the
early 1980s, along with big rises in the value of the
dollar and in real interest rates, increasingly rendered
the debts of many developing countries unserviceable.
Western commercial bank loans were put at risk, and
some developed-country governments-especially
following the United States' espousal in 1985 of the
2B. Incentives are reduced because high real interest rates
encourage borrowers to seek short-term yields. Resources are

reduced because most debt in developing countries is at variable
rates.

Baker Plan-began to view World Bank lending less
as a long-term development tool and more as a shortterm means to improve the ability of borrowers to
service their debt.
To perform this function, the Bank needed a new
lending instrument. Traditional project loans (especially
ARD loans) were relatively small, laborious to prepare,
notoriously slow to disburse, and usually weighed
down with counterpart funding requirements, which
many borrowing-country governments could no longer
afford. With a policy-based SAL, hundreds of millions
of dollars could be disbursed quickly (in one to three
years, less than half the time of a typical project loan),
without burdensome counterpart funding requirements,
and with much less technical preparation. Especially in
Latin America, donor concerns for debt servicing may
in the 1990s continue to push the Bank to move cash
quickly and flexibly, if not always productively.
The above discussion seeks to warn against prolonged, excessive, or spiraling neglect of project
lending, not to belittle adjustment lending as such.
Adjustment lending will remain important in many
countries in the 1990s. The purposes here are twofold.
First, the aim is to offset the tendency "to compare
model with muddle," to contrast existing project loans
(with high failure rates in weak, largely African policy
environments) with idealized policy lending that, in
reality, assumes an almost perfect world where transforming refractory environments is possible. The second object is to stress that contrasts between project
and adjustment lending should not be drawn too
sharply. Wise adjustment lending must be supported
by revived ARD project lending. The Bank recognizes
this complementarity in its growing support for hybrid
loans, which combine adjustment and project support.
Still, the Bank's heavy use of SALs and SECALs in
the 1980s increased dramatically its gross disbursements to heavily indebted developing countries, especially in Latin America. Latin America was also the only
region where the real value of ARD project lending
rose sharply between 1976-78 and 1986-88. For all
types of lending, between 1980-81 and 1986-87,
annual gross disbursements to Brazil increased from
US$365 million to US$1 ,267 million and to Mexico
from US$441 million to US$1,001 million. These large
transfers helped Latin American debtors pay the
interest they owed to private commercial banks in the
United States. Because private banks used this help to
reduce their lending exposure in Latin America, the
World Bank's share of lending unfortunately increased.
The Bank's share of Brazilian external debt grew from
2.1 to 13.7 percent, and its share of Mexican debt grew
from 2.7 to 8.1 percent (Husain 1988, 10). There is a
widespread and uneasy sense that agriculturally linked
SALs and AGSALs, and even some ARD project
lending, to Latin America (the least poor, least agricultural region receiving Bank lending) has been motivated substantially by improving not just the policy
environment for agriculture, but also the cash flow to
western commercial banks.
The Bank's new role in helping guarantee debt
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reduction in Latin America is one more source of
concern. A firm (but generous) ceiling has been placed
on Bank lending to support debt reduction under the
1989 Brady Plan. Bank staff have also assured us that
such lending will come entirely from the SAL-SEGAL
budget, not from project lending, and will be available
only to countries prepared to meet SAL-SEGAL policy
conditions. Still, the magnitude of the debt reduction
problem, together with the continuing reluctance of
private banks to playa leading role, leaves one with
misgivings about the potential for conflict with ARD
project lending in the future.
Therefore, the three most substantial reasons for the
big fall in ARD project lending have been declining
agricultural commodity prices and projections that may
be too pessimistic, tightening constraints (and burdens)
on Bank staff resources, and the arithmetic and
ideology of adjustment lending. Neither these, nor the
other claimed reasons, adequately justify the fall 2 '
However, behind one of the other reasons-the sense
of ARD project failure-lies a pessimistic interpretation
of the performance and prospects of specific ARD
subsectors'O These deserve closer review.

Subsectors,
past and future
Agricultural credit
In fiscal years 1982-88, 19 percent of Bank lending to
narrow ARD was for agricultural lending projects (Table
2). If we add the credit components of loans to other
subsectors, the total reaches 30 percent (Yaron and
Siegel 1988, Annex 2, 1).

29. Two other reasons were given. First, there is a fixed number of
board discussion periods into which annual project approvals must
fit, which may discourage staff from preparing complex projects,

Gredit projects appear to enjoy high economic rates
of return," although standard evaluation procedures
overstate them; it is hard to separate the return to
credit from the return to extra inputs bought with credit;
that is, it is hard to estimate how much of these inputs
would have been used without the credit. Recent work
in India shows significantly lower, but still worthwhile,
associations between credit expansion and subsequent rises in farm output" Moreover, farm credit goes
to private farmers, who use it as they see fit. Hence the
recent expansion in Bank disbursements to credit
projects as a share of ARD lending (Table 2) makes
sense in view of the Bank's increasing stress on the
private sector and on efficiency. Yet in fiscal years
1989-92 such projects are expected to decline to 14.6
percent of Bank lending to broad ARD from 20.8
percent in fiscal years 1985-88 (Yaron and Siegel
1988, Annex 2,1). Interviews suggest that credit projects have lost favor throughout the Bank. Why?
First, as indicated above, ERRs on credit projects
have been overestimated (World Bank, Operations
Evaluation Division 1988b, 18; footnote 6, 21). Second,
the projects are properly criticized for failing to reach
smallholder targets; they fail partly because Bank
conditions often deny access to small farmers or
tenants," but also because subsidies (and toleration of
defaults) render the credit attractive to big and powerful
borrowers, who can bribe officials to obtain the loans.
Third, subsidized credit that reaches mainly large
farmers encourages them to replace labor with capital,
which again harms the poor (Binswanger 1989a). Here,
too, the remedy appears to be a reviSion of Bank goals
and conditions in credit projects, rather than complete
rejection of subsidized credit" Fourth, unduly cheap

31. In 1980-84 the postevaluation ERR on lending to credit projects
was 28.1 percent; to irrigation, 17.7 percent; to tree crops and
estates, 12.4 percent; to livestock, 10.8 percent; to area projects,

especially small ones. This is one aspect of Bank incentives to

10.6 percent; and to other ARD projects, 16.3 percent. The all-ARD

judge projects more by staff economy than by project quality. This
constraint as such may specifically discourage ARD pilot projects

rate was 18.4 percent (World Bank, Operations Evaluation Division
1987b, 158).

in Africa (Harris and others 1989, Paragraph 53). Second, the
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decline of IDA and the dependence on IDA of poorer borrowers,
which generally have higher ratios of agricultural value added to
GNP, may have implied a shift away from IDA lending. It is doubtful
that this is important, mainly because the ratios of broad agricultural
to total ,lending have declined substantially within IDA and IBRD
(from 42.5 to 35.7 percent and from 27.2 to 20.0 percent, respec-

32. Since extra cash is fungible, there is presumably a further
return to the extent that extra farm credit permits increased
investment in nonfarm production (Binswanger personal
communication).

tively, between fiscal years 1974-78 and 1984-88; Harris and others
1989, Paragraph 41.

credit projects in India excluded the smallest 75 percent, 40
percent, and 60 percent of farmers from borrowing.

30, The Bank's public attitude to past projects in ARD seems to be
more self-critical than is usual. This is admirable, but may not be
widespread in the Bank, If it is not general-if, for example,
suspicions about overstated ERRs are analyzed (and acted on) for
agricultural credit but not for universities, factories, or roads- then
a relative improvement in ARD projects might accompany a decline
in their share of the Bank's portfolio.

34. A World Bank impact study of credit projects in India recognized that in the South "tractor owners ... saw as the main benefit
the ability to manage large (16-20 ha. [hectares]) holdings without
burdensome permanent labor." Appraisals of credit projects have
generally oVerestimated the benefits, and understated the employment costs, of tractorization financed with Bank credit (Upton and

33. Upton and Toye (1990b, 1831 show that three major Bank farm

Toye 1990b, 179-180).

Table 2
Bank lending to

a

Narrow
3-Year Moving Average of the Proportion 01 Narrow ARO to
ARD'
Fiscal (Moving
Irrigation
Perennial Research and
Area
Year Average) Credit Development Fisheries and Drainage Livestock Crops
Extension
Forestry Undefined Other
1966b
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979

19BO
1981
1982
1983
1984
1985

19B6
1987
1988'

133.2
130.9
204.6
317.7
390.7
409.6
523.0
700.2
1,171.0
1,428.9
1,830.2
2,209.9
2,484.0
2,793.1
2,970.7
3,146.4
3,109.8
2,894.2
2,932.2
3,116.5
3,078.9
3,077.0
2,997.6

15.0
10.0
11.5
15.1
21.8
27.3
25.1
21.3
13.7
13.4
14.8
16.4
16.6
14.7
15.7
17.4
18.1
19.2
15.7
19.6
17.2
21.9
20.2

0.0
20.3
21.3
7.5
4.9
6.2
7.3
12.7
21.9
27.7
29.2
24.0
25.9
22.0
22.9
22.5
28.7
27.4
24.8

lB.l
23.6
20.1
13.1

0.0
5.5
6.0
0.6
0.9
0.8
1.4
1.6
1.4
1.1
1.2
1.1
1.4
1.4
1.3
1.0
0.5
0.5
0.3
1.0
1.2
1.1
0.0

48.0
37.8
34.4
44.1
34.2
33.6
27.4
37.2
34.4
34.2
32.9
34.2
36.7
37.8
40.2
36.6
34.1
31.7
34.2
35.9
30.5
29.0
31.4

36.9
25.3
21.2
23.2
22.6
19.1
24.0
17.6
15.6
12.4
9.8
10.0
4.8
4.7
2.3
2.2
1.2
1.0
1.0
1.5
4.2
7.8
12.6

0.0
1.1
5.1
8.1
13.2
11.0
13.0
8.7
10.2
7.2
6.5
6.7
5.4
8.3
7.6
10.1

B.3
7.B
6.8
5.5
4.0
2.8
3.0

0.0
0.0
0.0
0.0
1.1
1.1
1.1
0.0
0.9
2.9
4.1
6.0

5.B
6.3
5.5
5.5
4.6
4.0
4.5
5.8
8.3
6.6
1.3

0.0
0.0
0.5
1.4
1.4
0.9
0.9
0.9
1.9
1.1
1.5
1.5
3.3
4.9
4.5
4.2
2.7
3.3
5.4
5.4
6.1
4.3
5.6

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.3
0.3
2.8
2.5
3.7
1.3
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.5
4.6
4.6
4.6
4.6
1.3
5.1
12.8

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989),
a Three-year moving average for all regions, in millions of U.S. dollars.
b

1966 only.

, 1988 only.

public sector credit and weak cost recovery, while
discouraging private savings, have often produced
unviable (or else artificially competitive and inflationary) public on-lending agencies. 35
In some major (but extreme) cases, these criticisms
are justified. However, the huge and fluctuating rates of
inflation in Mexico and Brazil in the 1980s would have
rendered any public or private system of farm credit
unviable; the "huge losses" and "negative real interest
rates" (Varon and Siegel 1988, 8-9) should be seen as
arguments against such inflation, rather than as sticks
with which to beat public systems of farm credit. India's
system does not feature negative real rates, and the
debts in India, although too high, largely due to
inappropriate political interventions, are neither very
high nor increasing. The latest data show overdue
debts at 42.5 percent of the demand in June 1986

(down from a peak of 48.0 percent in June 1982; Varon
and Siegel 1988, 20-21; Reserve Bank of India 1989,
524). Many of these are, however, rollover debts, and
are often fully secured; true bad debts in June 1986
were only about 8 percent of demand.'"
The rapidly expanding supply of rural credit in Brazil,
India, and Mexico, which received 56 percent of Bank
loans for agricultural credit in fiscal years 1982-88, too
seldom reached small or poor farmers (Varon and
Siegel 1988, Annex 4, 1). It did bring an extra supply of
credit that cheapened lending for them as well. This
supply was often needed to enable farmers to participate in otherwise successful ARD projects. Except in
extreme cases, credit projects or components should
not be rejected on financial grounds alone, so long as
a tolerable poverty impact and a high ERR (or vice
versa) are considered likely.

35. A clear and outspoken statement is contained in von Pischke
and Adams (1984). This gains importance because von Pischke
directly influences Bank thinking on these issues. Yaron and Siegel
(1988) take a similar view.

36. See the Reserve Bank of India (1989, 522) and Wiggins and
Rogaly (1989, 226-2271.
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This is not to defend negative real rates, weak loan
recovery, bankrupt credit agencies, or ill-targeted
smallholder loans. The reaction against these was
needed; as a Bank critic of an earlier draft of this paper
rightly remarked, there have been "too many futile
attempts to use subsidized credit to offset the adverse
outcome of misguided [anti-]agricultural policies."
However, almost every country in the world, whether
rich or poor, rural-biased or urban-biased, has public
credit subsidies or equivalent insurance or debt forgiveness for farmers. Bad reasons apart-and such
uniformity rules out the possibility of simple stupidity or
corruption-two justifications exist for modest credit
subsidy in a dynamic agriculture. First, modest interest-rate subsidies can speed up the adoption of
innovations with high risk but also high average
expected net returns, because agricultural innovations
and net income tend to be both especially risk prone
and received by more risk-averse (because more
exposed and often poor) people. Second, some
increase in overdue payments (although much less in
bad debts) is implicit in the early expansion of producer credit to new areas, as are learning effects. This
is similar to the initial losses that an expanding retail
business expects on its new branch shops." The
authors trust that there will be increasing sympathy in
the pragmatic Bank of the 1990s for such occasional
subsidies in the context of generally competitive public
or cooperative credit that genuinely competes with
private credit. Such subsidies are sometimes needed
as credit components to oil the wheels of otherwise
good projects.
Other ongoing trends in Bank support for rural credit
should continue: for example, the shift toward schemes
mediated by nongovernmental organizations, greater
incorporation of nonfarm and regionally dispersed
lending to reduce covariance of lenders' losses, and
more effort to attract rural savings into credit institutions. These trends should reduce the gap between
publicly supported intermediaries' interest rates .(and
recovery rates) and market levels. Some such shortfalls probably ought to persist, however, especially if
(as Indian evidence suggests; Iqbal 1983) farm investment, but not farm savings, is hig hly responsive to
interest rates. The Bank is probably moving out of
lending too far and too fast to support rural credit,
including subsidized credit, in Asia. Suspending the
support for the near-bankrupt systems of some Latin
American countries-and the use of SALI AGSAL
funds and conditions to assist the reform of these
systems-is justified, however. In Africa much of
project reentry in ARD will depend on expanded
support for institutional credit, and some carefully
supervised subsidy may be required during periods of
technical change.

37. We owe this telling analogy to a comment by John Mellor.

Irrlgalion and drainage
The Bank has typically provided over 40 percent of
overseas financial support to irrigation and drainage
(10) projects (Carruthers 1983). The sector absorbed
about 35 percent of the Bank's narrow ARD project
disbursements throughout fiscal years 1972-85, about
60 percent in Asia, 25 percent in EMENA (including
Pakistan), and 5-15 percent each in Latin America and
Africa (see Appendix Tables 6-9). Weighted ERRs on
10 projects postevaluated in fiscal years 1982-85 were
18 percent (World Bank, Operations Evaluation Division 1987b, 153).
Yet, from a peak of 40.2 percent of narrow ARD
disbursements in fiscal years 1979-81, irrigation and
drainage had declined by 1986-88 to 29.0 percent
(Table 2). Outlays, at US$921 million yearly, were lower
than in any triennium since fiscal years 1978-80, even
before correcting for inflation. Only a small part of this
fall was an arithmetical effect of the relative rise of
project lending to Latin America (where 10 represents
an unusually small share of ARD investment). A partial
recovery in 10 is budgeted for fiscal years 1990-92, but
specialists in the main irrigation regions (Asia and
EMENA) are pessimistic about the future of support for
irrigation; moreover, five of EMENA's ten irrigation
engineers, and five out of thirteen in Asia, are due to
retire in 1989-92 (Petit and Mathai 1989, table on
agricultural experts' retirement). That suggests that
disbursements to irrigation and drainage will continue
to fall.
In part, this may be due to diminishing returns (the
weighted ERR on irrigation projects postevaluated in
fiscal years 1986-87 had fallen to 13 percent) (World
Bank 1988a, 116). Good projects are usually undertaken and completed first. Economically, countries
such as Indonesia, which has been approaching selfsufficiency in its main irrigated staple, face problems if
they seek to expand into export markets on the basis
of further, higher cost irrigation. However, the projected
decline in cereal prices may prove too sharp for the
realities of the 1990s. Most Bank interviewees denied
that diminishing returns, or falling world prices for
irrigated crops, had so far been severe enough to play
a major role in the decline of lending for irrigation and
drainage. These factors may, however, be the justified
substrate beneath the less convincing reasons considered below.
First, as with credit projects, some of the critics of
irrigation projects have attached too much weight to
failures in financial cost recovery, even when schemes
have good economic outcomes (World Bank, Operations Evaluation Division 1986; World Bank 1988a, 38).
Such failures are damaging to rural institutions and
regressive, tending to transfer resources to better-off
farmers and to areas that can be readily irrigated. As
with credit projects, it is unwise to reject 10 projects
with good returns and acceptable poverty impact (or
the reverse, acceptable returns and good impact)
simply because similar projects have failed to recover
costs in the past. Moreover, cost-recovery problems
render some forms of irrigation a suitable public good

for tax-financed state support.'· In other forms of
irrigation, such as systems of dug wells and valleybottom schemes, individual control of access (and
hence cost recovery) should be less problematic;
diminishing returns to major new gravity-flow systems
will probably shift Bank resources toward such alternative schemes.
Second, a widespread prejudice against irrigation in
Africa has been built on a few technically misconceived schemes and on development costs per hectare, which are massively (and somewhat inexplicably)
above the levels for roughly similar agroecologies in
Asia. Yet it is hard to see how African food production
is to outpace population without much more water
control. Only about 3 percent of arable land in Africa is
presently irrigated, compared with over 30 percent in
Asia. Prospects of yield growth on most rainfed land
fall short of likely population increases, and spare land
that is suitable for rainfed farming at costs and yields
comparable to existing land is increasingly scarce in
most of Africa. The fragility and difficulty of many
African soil-water regimes make a case for pilot
projects based on traditional irrigation techniques.
Learning from past errors is essential, but new, major,
and lower cost irrigation is needed to tackle African
agricultural problems.
Third, a further prejudice that favors rehabilitation
and maintenance over new schemes has led to
cutbacks in total irrigation outlay. Many old (and some
not so old) Asian schemes urgently need rehabilitation,
although not inexpensive rehabilitation. The case for
rehabilitating old schemes has in some cases, such as
the Philippines, blocked justified new proposals.
Fourth, assumptions that countries are approaching
self-sufficiency in rice have made lenders reluctant to
support new irrigation projects. In several countries,
self-sufficiency has not been achieved or has been
achieved only through major imports of wheat (as in
Indonesia) or maize.
Fifth, environmental concerns about the safety of
some irrigation systems, their effect on disease, and
the resettlement of people displaced by them have not
been addressed adequately in designing some big
schemes." Such concerns have prevented the construction of some schemes and diverted the managers
of others from efficient implementation toward tasks
they cannot readily discharge.
Irrigation outlays have therefore been constricted in
part for doubtful or remediable reasons. This is not to
deny the costly failure of some major surface irrigation
schemes in West Africa, nor their poor maintenance in
parts of South Asia. The Bank is increasingly concerned about groundwater, drainage, small scale,
38. The problems include free-rider problems and the difficulty of
deciding which users are genuinely unable to gain from irrigation
and should therefore be excused from payment.

39. On the role of reseHlement (and safety) concerns in the
slowdown of lending to Indian irrigation and drainage plus an
optimistic perspective on renewed growth, see Harris and others
(1989, Paragraph 4b).

control by farmers rather than officials, and maintenance. These concerns, which will remain justified
through the 1990s, will also produce smaller, slowerdisbursing Bank projects for 10 compared with the
bigger gravity-flow schemes typical of 1970-85. Yet
water control is strongly complementary to the successful use of fertilizers, higher value crops, and
semidwarf cultivars, while water security greatly
increases the willingness of farmers to take entrepreneurial risks.
This will not be achieved in substantial measure by
pilot schemes or even by minor irrigation plus rehabilitation and maintenance alone. Rehabilitation tends to
concentrate Bank 10 lending on farmers and areas that
al ready receive favored treatment. Expanding the
Bank's outlays for large-scale irrigation and drainage
projects in the 1990s is probably desirable. Cost
recovery should be a subsidiary aim, important but
often technically difficult to achieve because of problems with, for example, metering paddies. It should not
be a requirement that prevents otherwise good
schemes from reaching the Board.

Area development
Irrigation and development, together with credit,
absorbed 70-80 percent of narrow lending to ARD in
1973-88 (Table 2). The performance of area development (AD) lagged behind these major subsectors (see
Table 3); AD projects that involve several components
in one area are seriously troubled. The economic rate
of return for all AD project outlays postevaluated in
1986 was 10.8 percent; in 1987 it was 10.0 percent,
exactly on the brink of failure (World Bank 1988a, 116).
Sustainability, institution-building, ERR, and the overall
success of area development were impaired in Africa
by the over-expansion of AD projects (with their heavy
requirements for management and coordination) and
sometimes by their inadequate agrotechnical
preparation.
While recounting this familiar criticism of area
projects, the Bank points out that its favored AGSAL
operations are similarly burdened by multicomponent
complexity and high supervision costs. They "are
inherently complex as they involve many agencies,
institutions, and activities. Because of this complexijy,
difficulties in supervision and reduced effectiveness
are issues of concern" (World Bank, Agricultural
Research Department, t988, vi). AGSALs, although
less readily evaluated than AD projects, in all probability suffer from similarly high failure rates, low ERRs,
and weakly sustainable outcomes.
AD projects postevaluated in fiscal years 1974-86
performed worse in Sub-Saharan Africa, where
twenty-one out of thirty-six failed, than elsewhere
(seven out of twenty-five). Even in Sub-Saharan Africa,
however, a different style of area project, based on
extending the profitable new technology for a single
crop such as cotton or cashew, has recently proved
much more successful (World Bank, Operations Evaluation Division 1987a; 1987b, 23, 91-96). Such projects
are usually smaller than traditional area development
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Table 3
Project performance in main ARD subsectors, t982-84 and t987

Subsector

Irrigation and drainage
Credit
Area development
AllARD

Projects Postevaluated In 1982-84
ERR (Weighted by
Percentage 01
Project Size)
successlul projects

17.7

89

28.1

95

10.6

51
71'

18.4

Projects Postevaluated In 1987
Percentage "unlikely
Percentage with "negligible
to be sustainable"
Institutional achievement"

16

12

53
30

36
20

Source: World Bank, Operations Evaluation Division, Twelfth Annual Review of Project Performance Results (Washington, D.C., U.S.A.: The
World Bank, OED, 1987), 158-159, and World Bank, Annual Review of Project Performance Results for 1987, Report 7404 (Washington,
D.C., U.S.A: The World Bank, 1988), 119.
a Accounts for 87 percent of the disbursements.

projects and reinforce the lesson that small pilots are
needed and can seldom be quickly replicated. Despite
the marked success of some Bank and non-Bank AD
projects (in Sri Lanka, for example), the decline from a
peak of 29 percent of narrow ARD disbursements in
fiscal years 1975-77 to 20 percent in fiscal years 198688 (Table 2) is understandable and budgeted to
continue. Its share of broad ARD will fall to 14 percent
by fiscal years 1990-92.
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Livestock
Livestock projects absorbed 20 percent of Bank
lending to narrow ARD in 1964-77, but less than 5
percent in 1978-88. By 1987-89 they recovered somewhat to 7 percent of broad ARD disbursements, but are
budgeted to drop to only 1 percent by 1990-92. The
successes, especially in Indian dairying, have been
substantial, but the overall ERRs on livestock lending
have been poor, mainly due to problem projects in
East Africa. In the late 1970s attempts were made to
revive these projects through improved institutions, but
the problems proved to be lack of appropriate, profitable technology.
The low direct share of livestock in recent ARD
outlays is perhaps misleading. Much lending for credit,
research and extension, and area development
reaches livestock farmers, and better returns in the
livestock sector matter. A major need, as human and
animal populations grow, is to address the tightening
pasture bottleneck by spreading the improved varieties
of leguminous species that are being tested.'o A major
associated institutional problem, however, is that
without effective community control, any innovation that
renders livestock more profitable also increases the
incentive to overgraze common lands. Converting
common lands into private ranches is not a sensible
solution where large-farm techniques deprive the poor
of access to both land and work. In a few parts of
40. Especially at the International Center for Agricultural Research
in Dry Areas, the International Center for Tropical Agriculture, and
the International Livestock Centre for Africa (Brumby personal
communication).

Africa, developing mUltipurpose herds could justify new
projects as falling land to labor ratios encourage shifts
from hoes to animal traction. 41 The scope for renewed
lending to livestock mainly lies in Asia.

Research and extension
Research and extension deserve more spending than
they get. After rapid expansion from barely 1 percent
of narrow ARD disbursements in 1970-74, along with a
determined commitment of the Bank to the training and
visit approach to extension, these outlays remained at
about 6 percent in 1977-87 (Table 2) and are budgeted
to continue at that level through 1990-92, Bank staff
were emphatic about the prospects for new-style
projects in Sub-Saharan Africa in these subsectors.
On some irrigated lands in Asia, Latin America, and
the EMENA region, farmers are almost as close to
yield potential as they can profitably get. Apart from
expanded support from the CGIAR system, partly for
research to increase such yield potentials (although
the CGIAR has been static in real terms for almost a
decade). higher yields on locally suitable varieties
need more national research funding, along the lines of
the Bank's major recent efforts in India. Rainfed and illdrained soils (and roots, tubers, and millets) need
much more outlay for research.
African agricultural research also needs renewed
expansion in the 1990s, and the Bank's SCARP
program has made a useful planning input. However,
support should be offered only in the minority of
countries that also demonstrate major and implemented government commitment to making domestic
current funds and staffing available for research.
Without these, outside capital for research can achieve
little. The authors disagree with the view of some Bank
staff that, because agricultural research on major
crops usually promises high returns, donors should
provide long-term finance at the national level even to
41. The technical limits on this are rather severe in Africa; see
Pingali, Bigot, and Binswanger (1987).

governments that show little or no concern for such
research; without such concern, the returns will rarely
materialize.
Extension reform projects are also promising, but
only where national research systems are generating
techniques worth extending, as, (or example, in Zimbabwe and Sri Lanka. Expanding Bank project lending
to both agricultural research and extension needs to
be concentrated in the 1990s on governments that
show, by their outlays and actions, that they really wish
to make use of such help.
Perennial crops
In the early 1970s perennial crops absorbed about
one-eighth of Bank ARD project lending, but the
proportion has recently fallen back to 3-5 percent
(Table 2). The Bank has cut sharply back on lending
for tea production since the early 1970s, and for coffee
and cocoa since the early 1980s, arguing that
increases in the supply of these crops depress producers' prices, and that such falls transfer income from
poor to rich countries. 42
There is now some reaction in the Bank against this
argument. Its application is seen as having shifted
beverage crop production away from poor African
countries that have lower unit costs but cannot afford
commercial finance for new plantings and toward
42, Typically a 10 percent rise in the supply of a beverage crop
leads to a 30-35 percent fall in its price.

richer Latin American growers. Also, export market
prospects for tea and cocoa are seen to have been
improved by income growth in Asia.
There are convincing arguments against lending to
developing countries in ways that subsidize plantings
or yield increases for crops (1) mainly sold by poor to
richer countries, (2) with very price-inelastic demand,
and (3) that are difficult or costly for producers to
abandon (as is the case with most perennial crops).43
Lending, on aid terms, to encourage Sri Lanka or
Kenya to grow more tea is wrong if the benefits to one
are offset by larger losses (due to price decreases) for
the other. The same applies to other price-inelastic
perennials, including coffee, cocoa, and some oilbearing trees. It is difficult to accept political arguments
that support resumed IDA loans that would expand the
world supply of such crops at a real cost to developing
countries as a whole, but to the advantage of beverage
drinkers in the developed countries. However, some
perennial crops face healthier market situations. The
share of these crops in Bank lending should rise in the
1990s, at least where governments, sometimes helped
by SALs or AGSALs, ensure that the benefits will be
substantially passed on to smallholders or farm
employees and not diverted to pad the payrolls of
parastatals nor extracted for urban use.

43. The argument applies more strongly against heavily subsidized
lending, for example, for IDA countries, and is as strong when the
extra supply is consumed largely at home as when it is exported.
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Chapter 3

Anticipating
the Challenges

of the 1990s
At its 1986-88 level, Bank project lending to narrow
ARD stood at 19 percent below its real value at the
peak in 1977-79. This meant a decline from 30 to 17
percent of Bank disbursements (see Table 1). Entire
subsectors, such as area development and livestock,
are under a cloud, largely due to technical failures in
Sub-Saharan Africa. The biggest subsectors (credit
and irrigation and drainage) are troubled by problems
in management and cost recovery and have shrunk in
real terms. Impending peaks in the retirement patterns
of an already eroded technical staff cast doubt on the
prospects for partial recovery in 1990-92. The popular
subsectors (research and extension) are difficult to
expand rapidly. The shifts toward rehabilitation and
minor schemes within ID, and toward single-cropbased pilots within area development, also imply
smaller projects in general. This tends to reduce ARD
outlay further, especially given the slot system, and to
provide a disincentive to ARD projects within the Bank.
Given these trends and problems, a major change of
direction will probably be needed if the share or even
the real value of Bank project lending to ARD is to
recover significantly during the 1990s. What urgent
challenges will the Bank and its developing country
clients face as they attempt to adapt their ARD activity
in the 1990s?

Four
uncertainties
The future will depend on matters never easy to predict
and now exceptionally clouded: world macroeconomic
changes affecting markets for products traded by
developing countries; farm policies of major agricultural producers in developed countries; agrotechnical
progress; and the global climatic environment.

• The world macroeconomy in the early 1980s experienced an unusually long and severe recession,
largely unforeseen by Bank planners. This was
followed by a uniquely long (and slow) expansion,
flawed by extraordinarily high international debt to
trade ratios and real interest rates. Will this expansion be sustained or reversed in the 1990s?
• Domestic farm policies in the European Community,
Japan, and the United States encouraged farmers to
grow more than world prices would indicate, which
pushed those prices down and rendered world
prices more unstable (Paarlberg 1988, 1-10; Koester
1982). Japan recently made some progress (which
has slowed since 1989) in modifying an exceptionally severe set of such distortions, but a series of
future enlargements in the European Community
also increased the scope of another set. Will these
policies be weakened, for example in the current
Uruguay Round of GATT negotiations, and thus
contain costs to western taxpayers, consumers, and
industrial producers? Or will the western farm
lobbies, especially in the European Community,
retain and extend those pOlicies?
• Yield potential in main food crops has hardly
increased since the late 1960s, and field yields in
developing countries for some key modern wheat
and rice varieties have begun to turn down.
Although traditional plant breeding remains the main
remedy, the effect of biotechnology (BT) on farm
output and prices, in both developed and developing
countries is uncertain. If BT continues to raise output
and profitability mainly for animal products the real
prices of food and feed staples will be buoyed; but
if BT succeeds with such staples, those prices will
be pushed down. The prices of nonstaple crops
could also be greatly affected upwards (if BT
cheapens their processing) or downwards (if BT
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greatly improves some perennial germplasm).
Ongoing Bank studies of such BT imponderables
are not yet complete.
• The pace, locational effects, and existence of global
warming and of its impact on rainfall size and timing
are controversial. Global warming could affect the
production potential for huge areas of subtropical
wheatlands and low-lying ricelands, in some cases
favorably, but in most cases unfavorably.
The Bank's commodity price predictions, although
probably somewhat low are among the best available
(Duncan 1989a, 7). No one can accurately forecast the
impact that these four factors will have on prices.
Clearly, the relative price of different crops, and the
relative efficiency of different techniques and regions,
could change drastically. Therefore, the Bank should
be prepared to undertake the following in the 1990s:
• To make rapid adjustments in the regional and
subsectoral composition of its new ARD project
approvals, while shifting back to slow-disbursing
project investments. That is, the Bank should keep
on file a range of alternative preidentified ARD
projects that offer promise at alternative constellations of world prices;
• To accept lower economic rates of return, and even
poverty impact, in order to favor project designs or
types that are flexible. For example, microirrigation
might be favored over large schemes (especially if
the latter commit land to one or a few crops);44
development for annual rather than perennial cropping; and credit to many smallholders, with different
land-water regimes rather than investments wholly
committed to one particular regime.

Three
challenges
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Despite the global uncertainties, forecasting will be
easier in some areas. In anyone country, the demographic, technical, and environmental factors that
structure activity in the farm sector will tend to change
more slowly, and within predictable limits, over a
decade.
Demographically, person to land ratios will continue
to fall in most of rural Latin America; in Asia, they will
increase at a slightly slowing rate, but from a much
larger base; and in Africa, they will continue to grow
very fast. In most of Asia the ratio of work force to
population is also growing. The employment potential

44. For example, many irrigation schemes in Asia, especially if they
permit waterlogging, effectively commit land to rice during the wet
season. A secular fall in the real price of rice has hidden costs. High
discount rates render it especially likely that such costs receive little
attention in project design. If relative crop prices, or relative
production efficiencies, are expected to change rapidly but in

unknown ways, it is often worth paying more than ERRs might
suggest for flexibility: by, for example, spending more on drainage
or on structures that ease maintenance.

of farming will therefore gain urgency. It is fashionable,
and correct, to look to rural nonfarm employment, but
its availability depends to a great extent on farm
income and output. Rapid agricultural growth will be
needed in most developing countries to absorb the
growing rural work force of the 1990s.
What about technical factors? In most major food
crops, barring breakthroughs in biotechnology, the rate
at which average yields increase on small holdings in
developing countries at a given level of soil and water
improvement will probably decelerate in the 1990s.
More efficient nutrient and water use will therefore
become critical, especially if energy prices, and therefore feedstock prices for nitrogenous fertilizers, edge
up again.45 Adequately watered soils, in Africa at least,
will also require much more nutrients per hectare-and
some ill-watered soils will require more investment in
water control, including formal irrigation-if sustainable
farm output is to match population as land becomes
scarcer.
Such concentration on nutrient and water efficiency
could also substitute employment for nonrenewable
resources and help meet the demographic challenge
and address the environmental concerns. If inorganic
fertilizers are placed manually in the root zone, the
same yield increases can be achieved with less threat
of agrochemical pollution, although at higher labor
cost. Terracing, similarly, can create employment by
substituting labor for soil erosion. On secondary
irrigation canals, water can be conserved by laborintensive construction, maintenance, and management
of cross-bunds. In all these cases, however, insistence
on a discount rate as high as 10 percent would rule out
many schemes to substitute employment for
environment.
In part because of the combined impact of demographic pressures and technical production constraints, agricultural resources will increasingly be
overused or misused in the 1990s and will continue to
deteriorate. More efficient and employment-intensive
operation of present land-water systems, as suggested
above, is only part of the answer. Substantial investments in terrain or soil and water management, and in
forestry, will be needed as well. Such long-term
investments are usually unappealing in developing
countries where taxpayers are hard-pressed and
governments need foreign exchange swiftly. Long-run
investments to safeguard environments-or modify
practices that endanger them-will therefore require
donor support.
In the 1990s, three especially urgent concerns will
probably dominate lending: an employment problem, a
food production problem, and a resource protection
problem. All three problems have a growth aspect and
a poverty aspect.

45. Examples of more efficient use are slow-release fertilizer
methods (including mud balls) and cross-bunding to improve the
control of flows in the secondary canals of gravity-flow irrigation
systems.

Employment

Production

Throughout Asia, Latin America, and some parts of
Africa, the bulge in the rapidly growing population
pyramid is beginning to move upward through the
years of adolescence and into early adulthood, the
years of peak employment needs. Despite some
welcome corrections since 1980 (in the context of
adjustment) of the disincentives to urban labor intensity, urbanization will probably not absorb the growing
work force of most African and South Asian developing
countries much faster in the 1990s than it has so far.
Providing opportunities for productive employment in
rural areas to the growing adolescent and adult
population bulge, will emerge as an increasingly urgent
Bank mission in the 1990s. Nonfarm activity, which
typically absorbs one-third of the rural work force in
developing countries, can help, but its expansion
usually requires accelerated and labor-intensive
growth in the farm sector (Chuta and Liedholm 1981).
This will be necessary, though not sufficient, to contain
rural unemployment and socially excessive urban
migration in most developing countries.'·
Even in developing countries with many underemployed poor, agricultural growth has tended to become
less labor-intensive since the mid-1970s (Jayasuriya
and Shand 1986). Agrotechnical and socioeconomic
research and the Bank's project cycle in ARD have
stressed small farmers in the past. In the 1990s,
however, both efficiency and poverty reduction will
require that more emphasis be placed on sustainable
income for landless and near-landless rural workers. In
Latin America these workers, rather than small
farmers, already comprise the majority of rural labor;
this is becoming increasingly true in South Asia and in
many parts of Africa as well.
Given widespread rural landlessness, faster off-farm
(as well as on-farm) rural employment growth is
essential in most developing countries. One key to
such employment is the development of rural infrastructure: electrification, feeder roads, and appropriate
education and training. With this infrastructure, rural
employment in transportation, processing, trading, and
personal service activities can develop faster, as in the
more prosperous East Asian developing countries. In
much of Sub-Saharan Africa, and in some of Latin
America, rural infrastructure has recently been degrading rather than improving. The Bank will probably
continue to support improvements in infrastructure in
the 1990s, but should not classify as "rural roads"
costly and over-engineered highways that, in linking
towns, happen to pass through rural areas.

Although population growth has continued at a rapid
pace, growth in agriculture and foodgrain production
has in many aspects faltered. This has been true in
most of Africa at least since 1975, and even in China
(for staple foods) since 1984. Although aggregate farm
output is not very price-elastic, some of the slower
growth can be attributed to price factors. The index of
world real prices for cereals in 1987 stood at one-third
of the 1967 level, and at two-thirds for beverage crop
prices'7 Many governments in developing countries
have adopted policies that reduce farmers' pricesand thus long-run production incentives-even further.
Even if international farm prices maintain the strong
(but drought-related) recovery of 1987-89, total farm
production will respond sluggishly in most developing
countries. Moreover, non price factors suggest that
production of foodgrains may not return to its earlier
path of high growth. The breakthroughs in seeds,
water, and fertilizers during the 1960s and 1970s have
been widely exploited, except in Africa, where exploitation remains patchy mainly due to recalcitrant crop
mixes and soil or terrain and water regimes.
Does it matter? Some people argue that most
developing countries have little prospect of efficient,
equitable, or rapid growth in most farm products and
that they and their donors should pay less attention to
increasing farm output. Their argument is as follows:
Productivity growth in temperate-zone farming has left
developing countries at a comparative disadvantage in
most crops that can be grown in cooler climates.
Biotechnology will increase these gaps. Even tropical
and subtropical crops are often hurt by substitution
possibilities from booming temperate-zone products
(for example, rice by wheat and maize or oil palm by
temperate oilseeds). Poverty and hunger are caused
largely by failures of entitlements to food, not by
shortfalls in food (or farm) output or availability.
These are not good arguments for down playing the
need to expand farm output for most farm products in
most developing countries, for the following reasons:
• Much of the competitiveness of temperate-zone
farming is artificially created by large subsidies, both
explicit and implicit, and the continuation of such
subsidies on their present scale is uncertain. Moreover, if real energy prices continue to rise in the
medium term, the energy intensity of much farming
in rich countries will sap their competitiveness.'·
Meanwhile, the increase in real freight costs will
strengthen the case for domestic production (and
use) of farm products such as food staples that have
high weight to value ratios.

46. Such migration is' a rational choice for almost every individual
migrant. Their combined movement creates, however, large and
rising urban congestion and pollution costs. Since urban migrants
accept increased risk of being unemployed in their search for
higher lifetime incomes, the process raises urban and national
underutilization of labor. See Todaro (1971).

47. Prices of most cereals are free on board Canadian or Gulf

ports; prices of most other agricultural commodities include cost,
insurance, and freight (auction prices) at the point of delivery
IAkiyama 1989, Table 9. 151.
48. Some response to environmentalist pressures will take the form
of reduced growth in energy intensity, but this too will raise unit
costs in temperate-zone farming.
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• Biotechnology will probably raise profitability in
animal production (especially in developed countries) faster than in crop production, which will raise
the demand for feed crops, including maize and
sorghum, grown in developing countries" For
crops, B1's achievements are likely to come
through improved control of pests and diseases; its
impact on yield potential may be limited by the
difficulty in improving photosynthetic efficiency or
cold tolerance by genetic manipulation. If so, that
impact will be greatest where such traits are less
important, in, for example, hot or sunny areas.
Despite huge uncertainties, BT will probably
increase tropical and subtropical areas' comparative
advantage in cereals and perhaps also in tubers
and perennials, where the prospects for rapid
advances are better but less clearly skewed in favor
of hot or sunny lands than in cereals.
• As the supply price of some products falls, whether
due to biotechnology or not, consumers will substitute those products for others. However, this process
is not necessarily harmful to the farm products of
developing countries in particular. Even if it turns out
that way, producers can often change their crop mix.
• Most poor people's entitlements to food will continue
to be based on income from output on family farms
or, increasingly, from employment on other people's
farms, or upstream and downstream from farms. In
developing countries, 10 percent of the growth in
farm output is typically associated with only a 1 to 5
percent growth in labor use. Even with optimistic
assumptions about nonfarm growth (and the scope
for policy to render production more labor intensive),
rapid growth in farm output is required for employment-based entitlements to outpace the growth in
the number of persons who depend on them for
access to food.
In most developing countries and for many crops,
steps are needed to speed up the growth of farm
output and to permit the rise in living standards to be
efficient and widely shared in the 1990s.50 How is this
production challenge to be met? Few developing
countries, even in Africa, can expand farm area without
rising costs, falling marginal yields per hectare, and
intensified risk of resource damage. Therefore, unless
underlying yields rise, improvements in total farm
output will be sluggish (even following price corrections
such as those undertaken in several adjusting countries). By the late 1990s, increasing yields will depend
on a new generation of production technologies. In
most of Asia and Latin America, some of these
technologies are already being researched locally, but
their impact is beginning to be constrained by the low

or stagnant growth in yield potential of several major
food crops, especially rice, since the mid-1960s, and
by increasingly pressing environmental problems of
water and drainage management and soil depletion.
World Bank assistance to the international and national
research systems is substantial, but could increase in
some relatively neglected areas of high promise (such
as drainage management in Eastern India and Bangladesh and weed control). In most of Africa and some of
Asia, the problem appears to be lack of a sustained
flow of domestic personnel, commitment, and public
funds to agricultural research; in such circumstances,
donor support alone can achieve little.
In the short run (to about 1992) faster agricultural
growth will require country-level adaptation and modification of existing techniques, followed by farm-level
adaptation and adoption. Improved farm prices and
better market access would help. A major and swift
response, however, requires complementary public
activity to extend and reward more careful cultivation
and management practices. Investments in countrylevel agricultural research and extension normally pay
large dividends, but in many countries both these
investments and current public spending in agriculture
lagged badly during the budget crises of the 1980s.51 In
developing countries, agriculture's share in the total
expenditure of the central government fell steadily,
both before and during adjustment, from 6.3 percent in
1976 to 4.8 percent in 1985.52
Formal agricultural extension based on improved
organization (such as the Training and Visit System
can provide in appropriate circumstances) can help to
accelerate output growth, if profitable and safe techniques are available for diffusion. However, expanding
agricultural extension is not useful in the longer term if
the research system delivers little that is worth extending or adopting. If new food production shortfalls are to
be avoided, donor support for investments in adaptive
agricultural research and training will have to be
revived in the 1990s in Asia and Latin America and the
Caribbean (the huge contraction of Brazil's EMBRAPA,
although it also curtailed some marginal activity, is on
the whole a classic case of the costs to long-run
development of short-run fiscal crisis and adjustment).
The research effort will also need to be redoubled in
African countries whose governments are able to
make the necessary commitment.
The Bank has played a leading role in supporting
this thrust, through both national and international
research. Major expansion of such support in the
1990s is expected. Bank support should be concentrated on countries that promise, and deliver, counterpart cash, training, and personnel.

49. Possible exceptions are tree crops, roots, and tubers.

51. A former director of ARD at the Bank has observed that "the
developing countries' financial difficulties have caused them to

50. This is in addition to the arithmetical fact that, in most of Asia
and Africa though not in LAC or EMENA, over one-third of output
and two-thirds of work depend directly on the farm sector. Therefore, indirect linkages apart, neither GNP nor employment is likely
to grow fast unless farm output does.

training and to neglect their domestic graduate training programs.
Consequently, their capacity to generate new production technology is declining" (Schuh 1988).

reduce the number of people they send abroad for advanced

52. The percentage of GOP al50 fell, from 1.4110 1.221lnternational
Monetary Fund 1984, 52; Interna1io~al Mone1ary Fund 1988, 67, 91).

Resource protection
Rapid population growth, lagging yield increasEls
leading to incursions into submarginal lands, increasing claims on common grazing and water rights, and
the siren song of high-output, low-input agriculture (for
example, soil mining) have depleted, exhausted, or
poisoned soil and water resources. Technology suggests remedies such as pest-resistant crop varieties
that require fewer agrochemicals and appropriate
fertilizers and rotations that reduce nutrient loss. The
pressures of poverty, insecure property rights, and
distorted policy incentives, not ignorance or myopia,
impel farmers to allow resources to degrade.
Different tax and tenure policies, and new investments in public goods such as afforestation and
drainage, are required of governments seeking environmental sustainability. How can the Bank support
that search in the 1990s? Donors tend to press hardest
for environment-related Bank action in activities where
the resource depletion in developing countries is seen
as globally threatening, notably in matters affecting air
quality, the greenhouse effect, species diversity, and
especially in forestry. Yet more serious and less
controversial are the local threats to the soil and water
environments of the rural poor. The Bank is currently
budgeting for some shorter-term (fiscal years 1990-92)
growth in its disbursements for forestry and irrigation
rehabilitation, in many cases for projects with an
environmental as well as a poverty-reduction focus.
Progress may be slow, however. Guidelines are still
being developed for resolving conflicts over resource
use in ARD project design. Disagreements exist
among Bank specialists, not all due to regional variation. Some advocate watershed management and
erosion control. Others question the existence of
substantial and bankable projects of these types.
Projects are few because the Bank requires most
projects, at preappraisal, to show an expected ERR of
at least 10 percent, with discounting at a real interest
rate also of 10 percent. Few projects could achieve this
if they conserve an area's production potential only in
the future, say twenty years hence. Yet nobody would
advocate policies to mine all available soil for twenty
years, achieving ERR above 10 percent, but having to
write off most land as useless thereafter. The Bank has
in principle welcomed the idea of calculating project
returns net of the value of depleted natural resources.
However, such depletion usually occurs far into the
future; the project mix will shift substantially away from
depletion only if interest rates (not necessarily ERRs at
a given rate) begin to fall.
Of course, what needs to be sustainable is the
capacity of a country, by production or trade, to provide
for its population at growing levels of decency. The
capacity of a particular piece of land to carry cattle or
crops is a contributing but subordinate concern.
However, "if [investment needs] are not met [agriculture] will stagnate [and] farmers will move into marginal
lands" (Harris and others 1989, iv). Productive investment in promising land-water systems-not just protective investment for marginal ones-is instrumental

in safeguarding the marginal environments. Both
investments often yield nonappropriable returns and
are thus systematically underfinanced by private
agents; such public goods require expanded state
activity.
The authors trust the Bank will give more thought to
a selective Bank policy to support ARD investments
that conserve a country's potential for growth and
poverty reduction. This does not mean preserving
certain places in particular uses, or carrying capacities; nor, however, does it mean excluding a project
that does conserve livelihoods merely because its
returns are too deferred to be attractive at the historically high real interest rates of the 1980s.

The challenges to
and the revival of
ARD project lending
The challenges to Bank lending inside the agricultural
sector will be chiefly microeconomic during the 1990s.
They will be difficult to address through a continuing
stream of SALs and SECALs.53 To meet these challenges the Bank may have to restore some of the
emphasis that it placed on ARD project lending, and
some of the influence that technical and country
specialists exercised within its organization in the past.
Such a shift would respond to the repeated findings of
the OED that inadequate technical and institutional
appraisal or design by the Bank, rather than pricing,
trade, or other policy failures of governments, are the
most frequent reason that an ARD project performs
poorly.54
The Bank will have other good reasons to reconsider its current emphasis on policy-based adjustment
lending in the 1990s. Where such lending has done its
job, the Bank may wish to declare victory and move on
to a new generation of postadjustment investments.
These investments should be geared to meet the
above microeconomic challenges and will presumably
be more attractive because the country's policy environment has improved. Where adjustment lending has
not been successful, project lending should be reemphasized for various reasons. Only in extreme cases
should the Bank turn its back on such countries;
normally, some lending for growth and poverty reduction should continue. The best alternative to unsuccessful SALs and SECALs may be lending for projects

53. Nevertheless, AGSALs are still on the rise: sixteen are budgeted for fiscal years 1990-92 compared with six in 1987-89.
54. The OED reviewed 212 ARD projects completed in 1979-83. Of

the fifty-three failed projects, twenty-four were unsuccessful largely
because of unsuit~bly designed farm technology, including too
much complexity or lack of local resources. In another twentyseven, it was a subsidiary cause of failure. Inappropriate institutional
arrangements were the most important cause in eight cases and
the second most important in another sixteen (World Bank,
Operations Evaluation Division 1984, 3:93).
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designed to be relatively policy-proof (Ruttan 1988, 17).
Policy lending that does continue should be based on
a better understanding of where and when rapid output
responses are likely; that is, much more detailed
technoeconomic knowledge of terrain or soil and water
regimes and of local relations and frameworks of
tenure, credit, and employment. This may require a
major enhancement of Bank technical staff capability;"
outside consultants can help, but cannot improve the
55. Three readers of a previous draft detected inconsistency
between the emphases that past failures of ARD projects, especially in Africa, occurred mainly because of inadequately planned
farm technology and that the Bank's eroding technical capacity is
harmful and needs to be remedied. These readers have a point, yet

both emphases are correct and important.
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Bank's eroding technical and agroeconomic capacity
to plan and support strategies, and related major
projects, in ARD. This detailed knowledge also
requires more informed sector policy dialogue
between, for example, Bank and country irrigation
engineers or soil scientists, as well as agricultural (and
occasionally trade) economists. As India's experience
shows, project-based expertise has to be built on both
sides for such policy dialogue to work (Lipton and Toye
1990a, chap. 3). At present we find instead a sterile
debate in several countries that is based on rival
macroideologies of little local relevance.
How well positioned is the Bank to make such
adjustments? Addressing the future agricultural lending
challenges that the Bank is likely to face region by
region becomes necessary at this point.

Chapter 4

Regional
Variations
Asia
Agriculture in the Bank's Asian region 56 employs and
feeds most of the population in the developing world.
China (with about 1,096 million people in mid-1989, 74
percent of its 1980 work force in agriculture, and a
1986 income per person of US$300) and India (832
million persons, 70 percent in agriculture, and US$290
per capita) stand out. However, Indonesia (177 million,
69 percent in agriculture, and US$490 per person) and
to a slightly lesser degree the Philippines and Thailand
are also huge, poor, and heavily dependent on agriculture (World Bank 1988e, 222, 274, 282). They are
natural recipients of official international lending to
agriculture.
ConSistently, however, this region has received a
share of lending, and of aid, much smaller than its
share of total population, poverty, or (probably) viable
and finance-constrained projects. This applies especially to ARD and to inflows from bilateral sources. The
Bank has historically played an offsetting role; from
fiscal years 1976-78 through 1986-88, about 45-50
percent of the Bank's narrow ARD project lending went
to Asia, which is still much less than Asia's share of
developing country population (let alone agricultural
population), but much more than its share of most
bilateral sources of finance (see Table 4).
In some ways, Asia is less affected by the difficulties
that have damaged the performance of the Bank's
ARD project loans elsewhere. Improved and profitable
technology is available in many areas and continues to
spread. Country departments for large countries such
as India and China (and to some extent other large
Asian countries as well) have access to a critical mass

56. Formerly South Asia and East Asia. Although termed Asia, the

region excludes Asian borrowers in EMENA (Pakistan, Turkey, and
the Middle Eastern countries).

of both local and Bank expertise, which eases the
problem of reduced access to the time that the Bank's
agricultural division devotes to project work. With a few
exceptions, the region has avoided the acute debt and
policy problems that have attracted major SAL and
SECAL lending elsewhere and reduced the attention
paid to ARD project lending. Most Bank staff working
on Asia expect the ratio of ARD project lending to
policy lending to increase in their region.
Although the Bank's problems with ARD project
loans do not center on Asia, the Asian region is placed
at risk by those problems. The 19 percent decline in
Bank lending to ARD during the 1980s hit agriculturedependent Asian countries, with limited alternative
sources of support, especially hard. In 1975-81, Bank
lending to narrow ARD was about one-third of its total
lending to Asia; by 1986-89 it had fallen to one-fifth
(see Appendix Table 10). This decline may respond to
industrialization in a few East Asian countries, but in
most of this poor and largely agricultural region it
remains unjustified by structural transformation. Yet the
decline may continue to the extent that it responds to
Bank perceptions of recalcitrant management problems or reduced investment opportunities in ARD.
A major decline in disbursements for irrigation in
South and East Asia is expected during the 1990s by
many Bank staff. Huge gravity-flow projects like
Mahaveli in Sri Lanka have shown disappointing
(though not disastrous) ERRs, and few promising ones
remain to be supported. Bank lending for irrigation and
drainage in India has been hit by a sharp rise in the
proportion of problem projects, which often involve
safety issues apparently caused by increasing difficulties of quality control and supervision in both design
and construction. Throughout South Asia, the Bank
increasingly and rightly presses for job and home
resettlement of persons, often from tribes without
written claims, who have been displaced by irrigation
schemes; in the 1990s, however, this task should be
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Table 4
Agricultural lending by region, 1966-1988

Fiscal

Year

1966 b
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 b

3-Year Moving Average In Percentage 01 the
Proportion 01 Narrow ARD

Narrow ARD to
All Regions
(Moving Average
in US$ million)

Africa

Asia

EMENA

LAC

Past Borrowers

Reclplents 8

133.2
130.9
204.6
317.7
390.7
409.6
523.0
700.2
1,171.0
1,428.9
1,830.2
2,209.9
2,484.0
2,793.1
2,970.7
3,146.4
3,109.8
2,894.2
2,932.2
3,116.5
3,078.9
3,077.0
2,997.6

3.8
12.5
17.3
11.5
13.4
13.9
19.4
21.9
23.5
19.3
18.1
13.5
14.2
12.9
15.4
16.0
15.8
16.2
14.3
13.4
12.7
15.1
16.9

37.5
24.5
19.5
36.6
38.1
46.6
35.0
35.5
29.6
36.8
40.2
46.0
45.2
49.3
46.9
46.6
43.5
45.6
50.3
50.0
44.2
43.7
55.6

7.5
12.5
17.4
15.4
16.4
15.3
15.1
16.4
15.8
18.3
19.5
21.0
20.8
21.1
18.7
16.4
18.1
18.0
19.0
18.9
17.1
12.7
7.1

51.2
40.8
33.3
27.9
22.0
15.7
20.8
18.8
23.3
20.6
19.2
17.7
18.6
16.0
18.6
20.9
22.6
20.1
16.3
17.7
25.9
28.5
20.3

0.0
9.8
12.6
9.5
10.2
8.5
9.7
7.4
7.9
5.0
3.0
1.8
1.2
0.7
0.4
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

42.0b
45.3
42.2
35.9
35.7
33.0
31.3
29.3
31.7
37.1
37.0
39.6
37.9
39.6
39.9
43.1
44.4
48.6
53.7

Three Largest

Source: World Bank, Agriculture and Rural Development Department, FYB8 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989).
a Represents broad ARD.
b CUrrent year only.
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handled at the early design stage, not added later to
the responsibilities of irrigation authorities. Several staff
spoke of the possibility of major expansions of groundwater irrigation, especially in Eastern India, Bangladesh, and Nepal; technical staff, however, seemed
much more cautious because uncontrolled private
tubewell expansion increases the risks of overexploitation.
The future role of irrigation lending in Asia is
connected with two strategic issues: cereal requirements and the balance of appropriate rural expansion
between leading and backward regions. In several
Asian countries, including Indonesia and the Philippines, the Bank has at times been reluctant to support
ID because the country seemed to be almost selfsufficient in cereals (or at least in rice) production and
to lack export competitiveness. Such self-sufficiency
has often proved elusive. Rice yield potentials have
risen only slightly for two decades, and the field
performance of some of the best varieties has begu n
to decline, due only in part to the deteriorating perfor-

mance of a few large irrigation systems. Population
growth, the modestly increasing success of several
countries in getting extra income to poor people (who
spend much of it on cereals), and growing demand for
feed suggest that Asia's cereals agenda, and the need
for lending to support ID and other areas, is far from
complete.
Future Bank lending policy for irrigation and development is linked to cereals perspectives, above all, by
the critical environmental danger facing many Asian
countries: erosion, runoff, and degradation of sloping,
agriculturally marginal rainfed areas. A vital hidden
gain from Asian irrigation, never counted in project
ERRs, is its role in relieving population pressures on
marginal lands. However, advocating more intensive
cereal cultivation on irrigated lowlands, which is
implied by recent heavy lending to improve, rehabilitate, or maintain ID, is not enough. It must also be
extended to unirrigated areas. Rising marginal costs of
Asian ID schemes, even those that involve mostly
rehabilitation or groundwater, imply that expensively

irrigated land should increasingly earn its keep by
shifting from cereals to higher value crops. Conversely,
rainfed and cheaply irrigated land requires a larger
share of the resources for cereals research in order to
produce higher yields. Indian experience with fingermillet and hybrid sorghum shows that this is possible.
The process of helping people in so-called backward areas to participate in agricultural and rural
development is crucial to meeting the challenges
posed by employment and poverty, production, and
reSOurce protection in most of Asia. Old-style agricultural development projects were more successful in
Asia than elsewhere, but are at best only part of the
answer for the 1990s. Bank help in finding a solution
has three prerequisites.
The first is a sense of proportion about financial cost
recovery. Neither a cavalier dismissal nor a top priority
is appropriate. Pressures for cost recovery, which do
not affect agricultural research or rural roads, increasingly inhibit Bank (and other aid) support for public
investment in otherwise sound ID and rural credit
projects in Asia. Each type of project (research, roads,
credit, and irrigation) tends to raise ERRs on the other
three types; and not one type is always or necessarily
a public good (or a private good either). Cost recovery,
especially from better-off persons or regions, does
matter, but the more critical goals are economic
returns, poverty alleviation, and sustainability.
The second prerequisite for effective and growing
Bank lending to ARD in Asia is systematic work by
qualified technical and economic staff from both the
Bank and each country concerned. They must work
together to ensure that Bank lending fits into a clear
national perception of the crucial strategic issue of how
the country will generate sustainable agricultural
patterns, and hence crop-water-terrain specializations,
for its major leading and lagging areas. 57 Especially in
the context of the Bank's emphasis, since the 1987
reorganization, on country departments, the absence
of a clear Bank strategy in several Asian countries has
been a concern. Such a strategy should respond to the
recipient's chosen agricultural development path (for
example, the regional choice between emphasizing
reliably watered, semiarid, or ill-drained humid areas in
its public investment strategy). To develop such a
strategy is a critical test of the Bank's reorganized
country departments."'
The third prerequisite is to avoid, in Asia, mutually
damaging entanglements between international debt
management and ARD project finance, which have
characterized some other regions. If IDA money
continues to be diverted from Asia (for example, to

57. These are not the same as high and low potential nor as

densely and sparsely settled.
58. This coincides with the analysis in Harris and others (1989,

Paragraph 5), which makes detailed recommendations for improving agricultural sector work in the context of country strategy
papers.

permit increased program support, which functions
partly as debt relief) to other regions, Bank project
loans for Asian ARD could become increasingly
unattractive because they will be offered at IBRD terms
that can be bettered elsewhere. This has already
happened in parts of East Asia and EMENA; it might
happen in India, where the proportion of Bank lending
on IBRD (as against IDA) terms has risen sharply since
the 1970s, increasing India's worrisome debt burden in
the process.
To support Asian ARD in the 1990s, the Bank needs
to offer some combination of a convincing process of
technical cooperation and overview and more attractive loan terms (except in pure IDA countries such as
Bangladesh). Undue pressures to divert resources
toward general-purpose lending in other regions (such
as lending for debt reduction) could subvert both these
requirements in Asia. Ironically, this could drag more
Asian countries into the debt problems now associated
mainly with other developing countries.

Sub-Saharan
Africa
Table 5, especially the last column, presents data of
the poorest quality5' This can be seen by comparing
(for example, in Tanzania) the claimed GDP data for
1986 and 1987! Nevertheless, the table suggests the
plight of agriculture in Sub-Saharan Africa (SSA). If we
exclude Nigeria, Gabon, and the Cote d'ivoire, the
region's real income is well below US$300 per person,
77 percent of its workers depend on agriculture, and
foreign aid is probably financing well over two-thirds of
its gross ARD investment. The 1986-88 period was
one of substantial postdrought recovery for SSA, yet
farm output per person remained about 10 percent
below 1974-76 levels and perhaps 20 percent below
those of the early 1960s. In some parts of Africa, even
farm yields were below the level of the early 1960s.
Unlike Asia, the other main low-income region for
Bank lending, Africa is a region where donors during
the 1980s60 experienced an unacceptable proportion of
project failures, of barely adequate rates of return even
among their successes, and of projects that built little
by way of institutions, human capital, or technology.
Hence there was little sustainability, even among the
projects that at completion showed good rates of
return.
59. After two decades of complaints about African food production,
neither African nor donor countries have discovered what it is. Only
four to six countries in Sub-Saharan Africa have data on the output
of main food staples that, in a typical year, are even 90 percent
likely to be within 40 percent of the correct number. A modest Bank
input into training field staff could remedy this in the five to ten
African countries seriously interested in producing accurate data.
60. A thorough Bank study of six major countries (with 40 percent
of Africa's population) documented "the relatively small role that
donor assistance has played in the growth" of agriculture (Lele
1988,41).
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Some results were less poor than those in agricultural development, irrigation and drainage, and livestock, and those in East Africa, Some were clearly
successful projects, countries (such as Botswana and
Zimbabwe), and perhaps types of activity (some forms
of microirrigation and of cotton development)·' However, on the whole African agricultural projects failed in
the 1980s, Food and total farm output, even more than
in the 1970s, lagged well behind growth of,population,
A substantial margin above the population growth rate
is needed to generate employment (which, extra farm
output does at a diminishing rate) and to protect land
resources as more and more of Sub-Saharan Africa
becomes land scarce,
Foreign flows of, for the most part aid, were the main
source of finance for ARD investment in Sub-Saharan
Africa, unlike Asia, The Bank played a large (in some
countries a dominant) role in these project inflows, The
Bank therefore feels both involved and responsible,
together with governments of several African countries
that have been called agricultural project graveyards,
In these countries almost no officially funded project
has proved sustainable after foreign funding ends,
partly because almost no public money flows reliably
to ARD except through ongoing foreign-funded projects, To a considerable extent (along with debt problems in Latin America), the weak performance of
project ARD in Africa around fiscal years 1978-86 led
the Bank to redirect its effort toward fidjustment
lending, Even in current dollars, Bank lending to broad
agriculture in Sub-Saharan Africa was "generally flat
, " throughout the 1980s" (Wyss 1989, 3), In, real terms,
Bank lending to narrow project ARD fell e~en more in
SSA than elsewhere from the post-Nairobi peak to the
current trough·' The Bank's analysis was, that in the
short run cash shortages constrained c,urrent and
counterpart domestic rural outlays of the Qovernment
so much that many new ARD projects bec<)me unsustainable, For lack of an alternative, do~or lending
shifted from projects toward import support. In the
longer run, the Bank argued that policy bias against
agriculture, through pricing, parastatal extr11ctions, and
above all foreign trade and exchange regimes, had to
be reduced substantially before large-~cale ARD
project lending could be resumed, The natural remedy
was to switch to short-run import suppdrt, through
61. "Outstanding examples of the catalytic role that weliwconceived
donor assistance can play, .. include smallholder tea and coffee
development in Kenya, cotton in Cameroon, and mai?e and smallscale irrigation in Northern Nigeria and elsewhere" (Lele 1988, 41).
The Kenyan examples are perhaps unfortunate, sipee gains to
Kenya were offset by larger losses (through lower prices) to tea and
coffee growers in other developing countries, but hybrid maize in
Kenya and Zimbabwe, estate tobacco in Malawi, and much else
might be added. See also World Bank, Economic !Development
Institute It989),
62. The peak average of three successive yearly ratios of lending
to narrow ARD in Sub-Saharan Africa as a share :01 total Bank
lending was 35,5 percent Ifiscal years 1973-75); the trough was 19,7
percent (1985-87), The global peak was 29,6 percent 11977-79); the
trough was 17,5 percent 11986-88), See Table 1 and Appendix Table
11,
'

SALs and SECALs, conditioned on policy reforms to
permit better ARD projects in the future,
The Bank's analysis recognizes the harsh realities of
project failure in Sub-Saharan Africa, Although adjustment lending has also been disappointing in Africa,
many interviewees expected the adjustment share of
ARD lending to rise significantly at the expense of
projects, Yet in some countries political needs and
pressures impel governments to divert funds so heavily toward internal conflicts, urban construction or
subsidies, or even general administration (which, for
example, absorbs two-thirds of Tanzania's agricultural
research budget) that almost no public cash or time is
left to support agriculture proper, SALs and AGSALs
may be as unlikely to succeed as projects in such
cases, Elsewhere, prospects are more hopeful, but
dramatic falls in agricultural investment in the early
1990s will require donors to build on past adjustment
by returning to positive project support. Such a switch
will encounter three serious reentry problems,
The first problem concerns the weak technical and
institutional base for identifying promising projects in
ARD, African countries (and other donors) share this
weakness; it is not confined to the Bank, Yet it was
disturbing to hear, from experienced persons in the
Bank, technical remarks such as, "Although we know
that past projects went wrong in SSA because technology was misspecified, there is precious little new about
projects now being advanced" or, "In the crucial and
difficult subsectors-irrigation, area development, livestock-projects do not look all that different from the
1970s" or, "It is other donors, not the Bank, who are left
to do valley-bottom microirrigation in East Africa" or,
"We know old projects were bad but not how to
replace them," On the institutional side, the leading
Bank diagnosis is that "too much [past Bank] lending
'got stuck' in inefficient public intermediaries," rendering it "much more difficult than expected for projects to
generate benefits that, , , reach [many] small farmers"
(Wyss 1989, 3), This is convincing, but in Africa (as
elsewhere) the state is here to stay, Also, a complementary analysis is missing of the sort of local
institutions (not just macroincentives) that can be
helped to do better, and how, Neither the market as
such nor indigenous nongovernmental organizations
represent a well-formulated answer; rather, they are
too often hopeful or idealized models that contrast with
past, rejected, perhaps exaggerated muddles of parastatal misbehavior. African institutions and scholars,
helped by the Bank and other donors, may need to
undertake long-term, microlevel, field-level research to
adapt project design to local terrains, soil-water
regimes, farm-level microeconomics, and properly
understood rural institutions,·' The alternativereliance on ventriloquized projects based on excellent
but macroeconomic and sector work done largely in
Washington, D,C" Nairobi, or Abidjan-will not suffice,
63. Research in AGRAP on African credit and tenure systems is a
valuable beginning. Along different lines, so is the MADIA project
conducted by Dr, Uma Lele in AFTAG,

A second serious barrier to successful project
reentry is the sense in some parts of the Bank that its
new-style projects for ARD in Sub-Saharan Africa are
already a sufficient response.64 From the late 1970s,
agricultural development "and perennial crop projects
together dropped from more than 60 percent. .. to 30
percent in the present five-year lending program [to
broad ARD, while] the share of AGSALs, research and
extension, and forestry projects has risen from almost
nothing [to] 40 percent" (Wyss 1989, 3). How new and
how adequate is the new style? New-style projects in
ARD, following efforts to reform national agricultural
extension systems, but extending beyond them, appear
to rest on extremely sensible principles: avoid areabased projects that buy up domestic talent and thus
bleed national systems of their most skilled experts;
shift Bank staff resources toward implementation; seek
quick, simple messages; avoid flooding the system
with expatriates, but develop small teams of fieldoriented (and field-located) Bank agronomists, selected
for their hands-on abilities. These principles sound
excellent, but should be accompanied by five caveats.
First, they require Bank resources. At present,
pressures in the Bank to cut staff costs and time are
mitigated in Sub-Saharan Africa by substantial use of
United Nations Development Programme and trust
funds and by work with other donors. All this, While
inventive and sensible, cannot replace Bank cash
commitment in the long run. Yet Bank cash (and time)
in Africa are increasingly used for initiatives not always
linked closely to project work (for example, food
security and women in development). These initiatives
are excellent in themselves, but need to be integrated
into the project cycle (for ARD and other sectoral
projects, not just for adjustment lending).65 Unless so
integrated, these initiatives will divert rigidly restricted
Bank staff and cash away from lending activities.
Second, new-style projects cannot achieve much if
they are based entirely on the hope that major progress is possible with the techniques and inputs that are
already available. That hope has a long, honorable, but
unfruitful history in South ASia (contour bunding and
compost pits, for example). New, more profitable inputs
and techniques are needed to attract farmers and
achieve major progress.

Third, new-style projects need early, ongoing, and
objective assessment, such as mid-term evaluation.
The Operations Evaluation Division should be
involved, but to wait for a project completion report is
to wait too long. At present the new-style projects in
Sub-Saharan Africa face skepticism in the Bank, in
part because they are presented with great fervor but
little hard evidence of costs and benefits. Adequate
agrotechnical, economic, and institutional preparation
and sustainability are the key issues. These should be
assessed early by objective (but not unsympathetic)
specialists, including Africans outside the Bank.
Fourth, large shares of ARD commitments in SubSaharan Africa, and larger shares of disbursements,
will have to remain old-style; many experienced staff
emphasized that the budget and time pressures on
staffing severely constrain the grow1h of traditional
ARD projects in Africa. The Bank's emphasis on price
and trade reform, at times to the neglect of technical
and institutional developmen~ appears to reflect its
own staffing structures and shortages as much as an
appraisal of recipient needs in Africa. Whatever the
reason, and notwithstanding the shifts from parastatals
to national preservation initiatives in forestry and from
localized projects to national institutions more generally, subsectors for major lending expansion, even
given an improved policy environment, do not seem to
have been clearly identified, nationally or regionally.66
For example, despite the costly irrigation disasters that
have occurred in Africa, the numbers in Table 5
suggest that, as long as only 3 percent of farmland is
effectively water-controlled, most of Sub-Saharan
Africa will not attain rates of grow1h of farm outputs
commensurate with those of population grow1h 67 For
similar reasons, major grow1h in the use of fertilizer
inputs by smallholders is necessary to capitalize on
improved crop varieties; this will often require much
better access to credit. This approach may be old style
and boring, but the problem will not go away nor be
solved by new-style or national-level activity (nor by
better incentives) alone.
Fifth, and perhaps most important, too much of the
discussion is about how to implement new-style
projects, and too little is about what to do. Acute
shortages of technical staff, plus a big shift to newstyle and national-level projects, could encourage
donors to conclude that new-style projects need less
or even replace technical specification. One African
country division contrasts the proportions of 1987 and
in-preparation projects in particular types of activity.
The proportion of new-style projects rises from 24
percent to 100 percent, when new is defined as

64. So-called new-style projects in Sub-Saharan Africa were
described to us by many senior Bank staff and in two useful group
meetings arranged for the purpose. Such projects emphasize
training and visitation but go well beyond extension to seek
integration with and upgrading of national agricultural services
systems and capacities, rather than insulated area projects.
Reliance on local personnel and injection of long-run and localized
Bank staff are also featured. New-style projects-now said to
absorb about 10 percent of ARD project commitments-depend
substantially on special funding for their staff work since they often
exceed the guidelines for staff time and costs (relative to project
costs) that the Bank pays out of its own funds.

66. Rehabilitation of tree cropping, a popular area proposed for
expansion, is excellent for some crops but has serious disadvantages for beverage crops (on aid money). The gluts in tea and other
beverage crops are in the market for developing countries as a
whole, whether the project is termed rehabilitation or new planting.

65. Some lending proposals now under review in West Africa
contain signs of this.

67. The proportions in South and East Asia are well over 30
percent. See Lipton (1989).
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Table 5
Agriculture in Sub-Saharan Africa, various years

Sub-Saharan Africa
Nigeria
Ethiopia
Zaire
Tanzania
Sudan
Kenya

Population In

Stated GOP

MIllions of Persons

per Person

(Mld-1989)

(Dollars)
1986
1987

465
114
47
35
26
25
24

370
640
120
160
250
320
300

In Agriculture
(1980)

Agricultural Output
per Person, 1986-88
(1974-76 ~ 100)

75
68
80
72
86
71
81

98.9
91.9
88.0
94.4
89.8
88.0

Percent of Labor

330
370
130
150
180
330
330

Sources: World Bank, World Development Report, 1988 (Washington, D.C., U.S.A.: The World Bank, 1988), 222, 274, 282, and World
Development Report, 1989 (Washington, D.C., U.S.A.: The World Bank, 1989), 164; Food and Agriculture Organization of the United Nations,
Quarterly Bulletin of Statistics, Vol. 1 (Rome, Italy: FAO, 1989), 8; and Food and Agriculture Organization of the United Nations, Monthly
Bulletin of Statistics 9:7·8 (July 1989): 16.
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forestry, environment, extension, research, seeds,
national livestock, fisheries, cooperative credit, private
investment, rural infrastructure, food security, and
women in agriculture. Some of these are indeed new,
notably the emphasis on "building national institutions
to provide basic agricultural services [including] forestry, environmental protection, and credit... by a
combination of government, private, and cooperative
sectors." However, several Bank staff emphasized that
much of this activity must be piloted first and must
eventually be sustainable out of domestic spending. It
is not, therefore, appropriate for absorbing a large or
rapid Bank reentry into expanded project lending.
Another African country division stresses that "newstyle lending is not a major route to expansion; it is
more lending we need-AGSALs where the policy
environment is still badly wrong but corrigible; agricultural infrastructure, rural health and education, farm
tools and oxen, and traditional projects (even singlecrop-based AD projects) elsewhere."
The third, overriding problem in Sub-Saharan Africa
concerns the nature and activity of the countries with
which, in policy dialogues about projects as well as
adjustment loans, the Bank has to deal. The squeeze
on public expenditure due more to drought and debt
than to conditionality-and more to Fund conditions on
budget deficits than to Bank conditions on parastatals-has seriously reduced real public spending in
much of Sub-Saharan Africa. The balance of power
(and the evidence of experience) in the countries
concerned suggests that rural outlays are the hardest
hit. Public investment tends to fall sharply, both
absolutely and relative to public expenditure, during
adjustment; in six major African adjusters agricultural
investment fell even more, while administrative investment increased (Commander t989, 129, 150, 170, 177,
195,233; Mosley and Smith 1988, 1-2, 11-13, 25; World

Bank, Country Economics Department 1988, 42, 62).
The cuts in public sector pay have been dramatiC and
across the system. This has forced officials to moonlight at precisely the time when complex SAL conditions and implementation have increased the demand
for their time and energy inside government and the
need to redirect that time and energy away from
sectoral and project issues toward administration and
macromanagement (Klitgaard 1989,4).
Meanwhile, the Bank has at times taken positions
that tend to reduce the supply of government. For
instance, many, but not all, parastatals in Sub-Saharan
Africa are extractive, inefficient, or both." Many African
parastatals are the only regular government presence
in rural, especially remote, areas, where their supply or
marketing functions are unlikely to be taken over by
the private sector any time soon. Simply privatizing
rather than galvanizing a parastatal, even a bad one,
is often unhelpful. By helping parastatals (and the state
more generally) to compete fairly, to provide internal
incentives and career structure, and to open themselves to public scrutiny, the Bank might-as many of
its staff increasingly emphasize-map out a more
constructive role for the state in ARD.69 The authors
agree with the view, advanced by several people, that

68. For example, ADMARC in Malawi has, on the whole, been
extractive but efficient, while SAMB in Botswana has been efficient
but not extractive.

69. "Faced with an inefficient monopoly [such as in agricultural
marketing or processing parastatals] one approach [is] to seek to
improve its efficiency, , .; a second [is] to open up the market for
competition; a third [is] to set the price to be paid to farmers at the
border equivalent. .. Which approach is to be favored depends
very much on domestic policies and priorities" (World Bank,
Country Economics Department 1988, iv).

an excessive swing of the pendulum against parastatals is now impeding the expansion of project lending
in some countries of Sub-Saharan Africa.
It is vital in making this argument not to ignore state
capacity and the abuse of state power. The common
feature of new-style project lending in Sub-Saharan
Africa is the effort to build state capacity through "shifts
. .. away from area/rural development projects into
agricultural services" (Harris and others 1989, Paragraph 2). The Bank has also helped to improve state
capacity for policy dialogue, for example by working
with the Marketing Development Board in Tanzania.
The Bank is also helping concerned African governments create cadres to gather and process reliable
data on smallholder food output; work commissioned
by the Bank has shown that in African conditions
farmer interviews, which can be obtained much more
cheaply than crop cuts, are reasonably reliable
sources of such data (Verma, Marchant, and Scott
1988). Data on smallholder output of main food staples
are atrocious in all but four or five African countries,
and this weakness represents a major barrier to
improved ARD project selection as well as to informed
policy dialogue in the 1990s.
The authors are more skeptical about the following:
agricultural policy units, planning units, and others that
have weak track records; persistent attempts to reduce
Africa's critical shortage of skilled personnel for rural
work solely by increasing their supply, without improving and encouraging their use and higher work efficiency; generalized civil service reform, which has
almost become a standard part of Bank agricultural
policy advice in Sub-Saharan Africa. Civil service
reform is politically extremely difficult because civil
servants are defensive as a result of the retrenchment
of pay and employment.'· The authors seriously
question whether consultants, or even the Bank itself,
possess the local insight in Sub-Saharan Africa to
advise on what is feasible in this area."
In many parts of Sub-Saharan Africa in the 1990s,
governments will have to develop a range of costly
rural and agricultural capacities. It is increasingly
recognized in the Bank that blanket opposition to, for
example, parastatals or fertilizer subsidies may delay
filling this requirement. 72 However, many Bank staff are
cautious about the abuses of state power-from rentseeking to outright corruption to brutal repressionwhich are, in Africa as in all continents, risks that
70. On the massive scale and effects of this, see Klitgaard (1989).
71. Bernard Schaffer, whose life's work was concentrated on the
evaluation of overarching administrative reform in many countries,
was deeply skeptical about the usefulness of time spent in
attempting it.
72. In Senegal, placing the phasing out of fertilizer subsidies as a
condition of the second SAL substantially reduced its impact and
curtailed growth (Commander, Ndoye, and Ouedragu 1989). In
Malawi, similar adjustment conditions, without the resources or
pressure for concomitant improvements in the supply of smallholder
credit. did similar damage (Lela 1987, 5, 35-39).

accompany enlarged state capacity to make and
enforce policies for rural populations who are often
weak, unorganized, and inarticulate as regards
national politics.
Enforcement failures were the saving grace that
prevented the extractive price policies of several
African governments from doing too much damage in
the 1970s. However, it is a counsel of developmental
despair to seek a compressed, weak state merely in
order to prevent enforcement of bad policies. The
alternative is competition from village and community
organizations to counterbalance state agencies and,
the economy permitting, among those agencies. The
main goal is to develop a more complete civil society
consisting of a network of voluntary groups, institutions,
and media engaging in open debate, and publications
through which individuals can assist, but also expose
or contest, state agencies and actions. A journal like
the Bombay Economic and Political Weekly, an active
national smallholders' association (as in Zimbabwe), or
a diverse and outspoken agricultural economics
department at a good university is worth a hundred
unlegitimized policy planning units as publicly accountable machinery for reviewing state actions affecting
agriculture. Working with, rather than against, the
appropriate parts of African states, the Bank (including
the Economic Development Institute) should greatly
increase its efforts to open such routes to genuinely
national "free and open encounters" about agricultural
policies and projects in the 1990s. The virtual absence
of such encounters is, in the authors' judgment, a
major and neglected cause of Africa's persistent rural
problems.
Finally, Sub-Saharan Africa raises, in especially
sharp relief, questions about the Bank's macroeconomic approach in the 1980s that apply to a lesser
extent in other regions as well. This approach rightly
emphasizes the need for roughly correct macroprices
of, for example, foreign exchange or lending, in order
to provide better microprice incentives among farm
products and usually for agriculture as a whole
(Krueger, Schiff, and Valdes 1988). Especially in Africa,
three other factors must be considered if this approach
is to be correctly interpreted in giving policy guidance
(or selecting projects) for ARD.
First, an equally important influence runs in the other
direction, away from microprices and toward the
macroeconomy rather than toward individual decisions
(as the above approach stresses). Economically,
increases in food prices after devaluation, for example,
affect government budgets, the price-wage spiral, and
the effectiveness and political acceptability of the
devaluation (Taylor 1983). Politically, as experience in
Zambia has shown, such a process is difficult to
sustain unless total farm output responds quickly and
substantially to price rises.
Second, such output response is likely to be weak,
unless agricultural research delivers a stream of new
technologies and the state provides a wide range of
public goods to rural areas (Zimbabwe in 1984-86
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fulfilled both conditions, but this is rare in Africa). The
Bank's strong initiatives on research have, in many
countries of Sub-Saharan Africa, foundered on the
government's inability (or reluctance) to deliver supporting domestic resources or even, in extreme but not
so rare cases, to provide power and water to the
researchers. In other subsectors as well, the Bank
increasingly realizes the need to avoid biases toward
state compression if farmers, encouraged by better
prices, are able to secure on time the extra seeds,
inputs, and credit that they come to want.
Third, a difficulty arises if, over a period of only a
year or two, many African countries seek to improve,
especially by devaluation, the attractiveness of farm
production for export. In general, each country's
devaluation reduces the gains to competing devaluers.
In particular, several African countries have thereby
increased the price of domestic currency and the
domestic purchasing power of each kilogram that a
farmer sells of coffee, tea, and cocoa. This incentive
induces, over time, a supply response by African
growers, who produce a substantial part of world
exports of these three crops. Unfortunately, the
demand for all three is price-inelastic. Therefore, the
gain of some African growers from (and hence
response to) price incentives produces a major foreign
currency loss for other developing countries, as the
extra output depresses key commodity prices."
Nevertheless, it is not convincing that Bank or IMF
advice on devaluation (as a cause of rising incentives
to produce certain commodities) is mainly to blame for
the surprising weakness of commodity prices during
the recovery of the 1980s. And the need to correct the
strong and harmful price (and other) biases against
agriculture in many developing countries seems clear.
However, together with these two factors, the possibility of such a devaluation effect casts doubt on a rapid
or lasting shift, for many African countries producing
similar price-inelastic tree crops, from project lending
to adjustment loans conditional on macroprice or
microprice policies.
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73. Suppose that effective devaluations in all African coffeeproducing countries increase by 30 percent the real value to the
typical African grower of 6ach kilogram of coffee sold. African
growers could eventually respond by increasing coffee output and
sales about 15 percent. This would boost world coffee exports
about 9 percent. However, demand is so price-inelastic that this
increase CQuid only be absorbed with a price cut of about 27
percent. While African coffee growers receive more domestic
currency, coffee-growing developing countries as a whole earn
some 16 percent less foreign exchange from cocoa. If, as prices,
fall, the worst-affected growers (most of whom are in Latin America)
respond quickly by switching out of coffee and into other crops,
world prices will recover somewhat, and the damage will be
reduced; with tree crops (including cocoa, tea, and coffee) such
switches are slow, costly, and often unappealing to growers.
Therefore, incentives (such as currency devaluation) to each
African grower of beverage crops may in the end transfer resources
away from developing countries as a whole and toward western
beverage drinkers.

North Africa,
West Asia,
and Europe
In 1976-85, the EMENA region enjoyed about one-fifth
of Bank ARD disbursements (Table 4; and for further
information see Appendix Table 12). This is surprising
since the region contains less than one-tenth of the
people of the developing world, many of whom live in
moderately wealthy countries that are often dependent
on minerals rather than agriculture. Most of these
people have graduated from the extreme threat posed
elsewhere by demography, lagging food production,
and resource degradation.
Future Bank lending for ARD in Eastern Europe is a
major imponderable. The Bank has announced plans
to provide extensive technical assistance to Hungary
and Poland. African leaders, in particular, have
expressed fears that donor fascination with Eastern
Europe in the 1990s will cause new lending and
investment cutbacks elsewhere. The Bank has dismissed this concern, asserting that the major limitation
on new Bank lending in Africa will continue to be the
paucity of fundable projects and the inadequate
number of African countries embracing full adjustment
programs. However, if Eastern Europe is added to debt
reduction, the Bank may be diverted from problems of
underdevelopment and poverty within EMENA and
elsewhere; not just cash, but leadership, analytical
capacity, and appetite for innovation are scarce
resources in the Bank, as in any organization.
In what follows, the focus is on North African and
West Asian borrowers. Even these areas of EMENA
are diverse. The three largest countries, comprising
(with Iran) over 80 percent of the non-European
population of EMENA, are Pakistan (109 million people
in mid-1989), Egypt (53 million) and Turkey (54 million).
These countries are poor (their respective GNP per
person in 1986 was US$350, US$760, and US$1,110),
their populations grow at 2-3 percent each year, and in
1980 55-58 percent of their work forces were in
agriculture (World Bank 1988e, 222, 276, 282). Bank
lending for agriculture, in these countries at least, will
need to seize opportunities to meet the three challenges of the 1990s. They will have to move, for the
most part, beyond the SAL/SECAL formulas of the
1980s.
Opportunities do arise, in part because of the
considerable success of past adjustment lending to the
region. Pakistan has embraced flexible exchange-rate
management, and its public investments have been
reoriented toward essential expenditures. Morocco has
undertaken fairly successful trade and agricultural
sectoral reforms. And Turkey, which received five SALs
up to 1985 and three SECALs (including one in
agriculture), has achieved "undoubtedly successful"
structural adjustment (World Bank, Country Economics
Department 1988,124). In such countries, an opportunity exists, because significant policy distortions have
been removed, to revive the Bank's emphasis on ARD

investment projects. Past project failures within this
region (in fisheries and livestock) have been examined
and understood within the .Bank, and a new generation
of more prudent project loans should be on the way.
Morocco, which has begun to experience negative net
transfers to both the International Bank for Reconstruction and Development and the International Development Association, may need such follow-up lending
simply to leave the SAL-SECAL process smoothly.
The challenge to the Bank will be to develop enough
reentry projects to ensure that postadjustment agricultural lending does not collapse. Several factors will
constrain the Bank. The first will be competition from
other lenders, especially bilateral donors who view this
region as politically or strategically important and who
attach fewer conditions to their project loans. Also,
most EMENA lending is on Bank, not IDA, terms;
competing donors frequently offer money on easier
terms and with fewer perceived currency risks.74 Also,
the Bank has limits on lending for recurrent costs and
for domestic costs. These limits tend to reduce the
attraction of Bank borrowing, especially for countries,
such as Morocco and Turkey, that remain under tight
domestic budget restrictions. Most EMENA countries
rarely borrow for ARD projects on Bank terms unless
the associated guidance (in the project cycle) is seen
as valuable enough to compensate for the assorted
costs and difficulties.
Some of these constraints are unavoidable. The
problem is compounded by a weakening over the
1980s in the Bank's capacity to find, prepare, and
implement new agricultural projects. This has serious
effects for several regions, but for EMENA, with its
often complex irrigation systems and modernizing farm
techniques, the problem is particularly great.

latin America
and the
Caribbean
Total Bank lending to LAC for all purposes expanded
dramatically (74 percent in nominal terms) from fiscal
years 1984 to 1988 (see Appendix Table 13). This
expansion was a clear response to that region's
74. The Bank's "Articles of Agreement require that [it] pass through
to borrowers the exchange risk inherent in its own funding. [Since
1980 it] has applied a Currency Pool System" to redistribute that
risk equally among all borrowers. In practice all borrowers,
whatever the currencies they receive from the Bank, are treated as
having the same (that is, the Bank's own global) balance of

obligations by currencies (World Bank 1988d, 1). This is fair for
borrowers as a whole and does not increase their obligations or
risks. A particular borrower may, however, feel aggrieved if it feels
it might, on its own have borrowed and swiftly disbursed more
relatively depreciating currencies than the Bank provided; it is on
Bank terms anyway; or it has received (generally slow~disbursing)
ARD loans. Such a borrower might sustain big losses because
relative currency values can change substantially over a long
period. One EMENA borrower's bad experience, which it interpreted
as a true interest rate of 20 percent, left it very skeptical about future
ARD borrowing on Bank terms.

deepening debt crisis, plus the 1985 Baker Plan vision
of how new lending could help alleviate the crisis. As
total Bank lending to LAC grew, so did lending to ARD
(especially broad ARD, including SECALs). The result
has been a substantial enlargement of LAC's share of
Bank ARD lending: in broad terms, from an average of
21 percent over fiscal years 1983-85 to 37.3 percent
over fiscal years 1986-88, and in narrow terms, from 16
percent to 28.5 percent (Table 4).
Without questioning the depth and urgency of the
economic crisis in Latin America, the authors wonder
why this region's share, especially narrow (nonadjustment) project lending to ARD, has grown so fast. Shifts
within the region also raise questions. Rises in Brazil
and elsewhere have swamped falls (in real value) in
Mexico (Harris and others 1989, 41-42). Does a growth
in profitable ARD project opportunities in LAC (outside
of Mexico) justify this increase? This is doubtful in
countries where macroconditions and policies have
remained adverse; Brazil and Argentina, among the
biggest recipients of Bank ARD lending, have not
undertaken successful policy adjustment programs.
Most of the project expansion has taken place in credit
and area development, which were otherwise losing
favor inside the Bank, primarily due to poor financial
performance in LAC. In LAC, more than elsewhere,
powerful nondevelopmental concerns and pressures
to lend, generated by the debt crisis, are threatening to
subvert the Bank's normal ARD lending standards. If
this produces low-return projects accompanied by
debts at IBRD rates, this approach is dubious not only
as ARD lending but also as debt relief.
In Latin America and the Caribbean in the 1990s, the
Ban k will face perhaps its greatest challenge in moving
beyond the agricultural lending style that was established in the 1980s. As a region, even before the onset
of the debt crisis of the 1980s, Latin America was
suffering from severe rural demographic and resource
degradation. Good agricultural land is relatively abundant, but a large share of the rural population has no
guaranteed access to land. In Brazil, for example, half
of the nation's farm families control just 2 percent of
the agricultural land. 75 High birth rates in rural areas,
which increase the work force after twelve to fifteen
years, also increase underemployment and poverty,
overuse and degradation of marginal lands, or disruptive movement of landless rural laborers into overcrowded urban centers. In the 1990s, continued rapid
population growth in Latin America will increasingly
produce all three.
The Bank ought to have an important role here.
Since agriculture is a significant part of the underemployment and resource degradation problem in Latin

75. The Bank has been involved in land titling projects in Brazil,
hoping that they might lead to land reform. Official aUitudes, high
inflation, and Brazil's 1988 constitution (which makes it illegal for the
government to appropriate idle but productive land) block land
reform, despite clear evidence that output as well as employment in
Brazil would increase if land were redistributed from large holdings
to small.
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America, innovative ARD lending by the Bank should
be part of the solution. The innovative ARD project
lending that the Bank can provide to Latin America in
the years ahead may be limited, however, by the weak
policies in borrowing countries and the continuing debt
crisis. Also, the Bank's own legacy from the 1980sheavy policy-based adjustment lending in the regionmeans that the Bank's flexibility in Latin America is
particularly constrained by the financial consequences
of its own past lending policies.
When Latin American debts first became unserviceable early in the 1980s, total SAL and SECAL lending
to the region increased dramatically. Where governments agreed with the Bank that macropolicy reforms
were desirable-especially in Bolivia, Chile, Mexico,
Uruguay, and to some extent Jamaica-adjustment
lending was accompanied by matching policy changes
and a genuine improvement in efficient resource use.
The terms of trade for the farming sector improved as
well, although not without causing serious problems for
poverty groups. Other major Latin American borrowers, unfortunately, used SALs and SECALs not so
much to cushion reform as to sustain consumption and
serve debts while postponing reform. Brazil, which has
received roughly 70 percent of all recent ARD lending
in the region, has yet to engage in a successful policy
reform dialogue with the Bank.
What can the Bank do in Latin America when large
policy-based loans fail to generate the desired policy
change? In a country such as Argentina, where Bank
exposure has prudently been modest, if policy reforms
falter, new lending can simply be terminated, as it was
early in 1989. In a case such as Brazil, however, where
large Bank loans have been piling up for almost a
decade, halting new lending presents the Bank with a
dilemma. If, following such an action, Brazil continues
to pay back its old loans, the Bank will find itself on the
receiving end of hugely inflated negative net transfers
from a country with large poverty problems, an embarrassing position for any development institution. Conversely, if Brazil decides not to pay back its old IBRD
loans following the termination, the Bank's lending
record will be blemished, and its credit rating imperiled.
Brazil's combined IBRD repayments, interest, and
charges in fiscal year 1988 were US$I.7 billion (World
Bank 1988b, 58). Policymakers for LAC lending within
the Bank will be pressured to limit the conditions on big
ARD and other projects as well as on adjustment loans
so as to avoid the dilemma of negative transfers or
weak repayments and the small, innovative ARD pilot
projects that use up slots through which much more
money could be passed to a trOUbled debtor nation.
Negative net transfers to the Bank (as to the IMF and
the Inter-American Development Bank) are already a
serious problem in Latin America. Principal repayments from the region rose at an accelerating rate
during the 1980s, from US$398 million in 1980 to
US$2.5 billion by 1988. By 1991, under current Bank
policy assumptions, they will reach US$3.8 billion
(Feinberg 1989). Interest payments also increased
during the 1980s, as a consequence of the Bank's

decision to adjust its rates to cover its own cost of
funds. The only way for the Bank to stay ahead of
these rising repayment and interest flows in a high
interest rate environment is to increase its own disbursements. These disbursements more than doubled
in Latin America between fiscal years 1981-82 and
1986-87, and net transfers were still negative by
US$393 million overall in fiscal year 1988. Net
transfers to Mexico were negative US$191 million in
1988, and US$672 million to Brazil alone (World Bank
1988b, 58, 66, 70).
In helping borrowers service their debts to overexposed private commercial banks (even though it has
been unable to remain a net transferrer of funds!) the
Bank has created its own exposure problems in Latin
America. In some countries, it may be pressured to
continue lending in high volume in order to avoid
pushing its own borrowers into default. The easiest
way to do so, unfortunately, is to continue arranging
SALs and SECALs, despite their poor record in many
countries of encouraging reform and despite their
unfortunate tendency as long as interest rates remain
high to pile unserviceable new debts on top of the old.
Paradoxically, in countries where SALs do prove
effective, the central problem-that lending may be
guided by the wish to avoid default, rather than by the
usefulness of the loan itself-may be shifted to project
loans. In Mexico, where the government is widely
regarded as having courageously moved to meet
aggregate policy conditions in SALs, the Bank's
concern for its failure to recover its costs in credit and
input supply "has slowed disbursements on existing
[ARD] loans and delayed preparation of new ones";
but the recent, apparent resolution of these issues will
pressure the Bank to accommodate Mexico's requests
for much larger ARD project "lending volumes for
FY90 and FY91" (Harris and others 1989, Paragraph
2).
To what extent will this felt need for quick and easy
high-volume lending in Latin America get in the way of
preparing and funding more useful, but smaller or
slower moving ARD projects? Within Latin America
itself, this does not seem to be a problem in strict dollar
terms. ARD project loans to the region (mostly credit
and area development) grew in the 1980s, in part as a
response to the debt crisis. In several countries they
would have grown even faster were it not for the cuts
in domestic counterpart funding that accompanied the
crisis. Moreover, Bank leadership is sensitive to the
heightened competition for project money that might
emerge if Bank involvement in the debt crisis continues to deepen. Debt reduction under the initial
version of the Brady Plan was to be financed by setting
aside 20-25 percent of the funds already budgeted in
each country for adjustment lending. If the Bank holds
to this plan, the dollar value of LAC project lending will
be protected. But ARD project loans should not,
however, be evaluated in dollar terms alone. The
imperative to lend in large volume to stay ahead of
negative resource flows can draw limited country staff
resources away from preparing and implementing

slower moving, small pilot projects. Unfortunately,
these projects may include most of the innovative
approaches needed to address the new demographic
and resource challenges of the 1990s.
What is the guarantee that the pressures toward
heavy lending in Latin America will not reduce project
lending in other regions? The Brady Plan envisages
that overall lending shares, by region, will not be
affected, but the Latin American share of both broad
and narrow ARD lending is already on the rise. It is
doubtful that ARD lending to Latin America should
continue to grow more than ARD lending to Asia and
Africa, where rural incomes are generally lower, rural
dwellers are far more numerous, and farm production
gains are often linked more closely with job creation.
If the Bank extracts itself from the forced lending that
is the result of its recently enlarged exposure in Latin
America, it may find opportunities-even in countries
that have not yet embraced policy reform-to help the
rural poor through project loans selected and designed
to be "policy-proo!." A core of rural lending projects for
human resource development, the environment, small
farmers, and sanitation and water supply, among
others, can and probably will be maintained. Bank
leaders also recognize that the 1990s will require a
restoration of public investments in Latin America, in
infrastructure, human capital, and research, which
have been hurt during the debt crisis and which
produce benefits over the long run even when the
macroeconomic environment remains inadequate. The
Bank is hoping, for this purpose, to expand what it calls
investment lending: the use of time-slice financing and
hybrid loans to put Bank resources in the hands of the
borrowing-country ministries charged with such investment efforts. The most recent Mexican SECAL provides for a substantial increase in the public investment budget for agriculture (World Bank, Agricultural
Research and Development Department 1988, 35).
This healthy shift away from quick-disbursing loans
(with conditions that tend to reduce the sphere of state
action) and toward loans for more slow-disbursing
investment projects (with conditions that emphasize a
positive state role) should find wider application in the
1990s in areas other than Latin America as well. This
theme is touched on in the conclusion.

Regional issues
and
staff constraints
The Bank's technical staff who were available for
effective project and sector work were reduced (in LAC
and EMENA as well as elsewhere) as part of the shift
toward policy-based adjustment lending in the 1980s.
This is especially constricting in sectors such as ARD,
where new challenges require innovative lending and
where outside consultants cannot replace the in-house
capacity needed for policy dialogue during the lifetime
of a project. The dwindling band of Bank agricultural
specialists is qualitatively outstanding, but was con-

centrated by the reorganization into agriculture divisions (within technical departments) at the regional
level, such as EMTAG in EMENA. Such divisions
divide scarce resources among several country
departments, which often contain several countries,
climates, and farming systems. Attrition means that few
of the technical specialists are under 50 years of age,
and a retirement peak will occur in 1991-93. More and
more of the posts involving agricultural economics are
filled by generalists. Agriculturalists and agricultural
economists are increasingly marginalized and isolated
from direct country lending responsibilities; their presence in, for example, the Operations Evaluation Division, Economic Development Institute, and even Policy, Planning, and Research, although important, does
little to alleviate acute shortages in country departments and in each region's technical agricultural
division. This could slow or deter otherwise timely
decisions to launch postadjustment ARD project loans.
This diminution is a central concern of the authors
and reflects the strong views of many qualified Bank
staff. In the past, the Bank's unsurpassed technical
capacity made it an attractive partner in the eyes of the
borrowing countries. This applied in EMENA (and LAC)
even when cheaper money with fewer conditions was
available elsewhere. It is perhaps even more important
in Africa, where many countries have so few options
that they will take almost any project that brings foreign
exchange: will those projects be technically wellprepared and implemented at the technical and agroeconomic levels? The Bank (like many lending institutions) has a record of many technical failures in African
projects, but, especially with the growth of new-style
projects, it also has an irreplaceable body of knowledge and of constructive self-criticism.
The Bank might have decided to reduce this capacity because it considered that (1) technical problems
are no longer the binding constraint on agriculture's
efficient growth in most developing countries; (2) such
problems could or, because of their growing complexity, should be farmed out to the United Nations
specialized agencies (perhaps in the context of the
Food and Agriculture Organization/Bank Investment
Program) or to consultants; or (3) other donors or
borrowing-country technicians are now in a better
position to solve the problems on their own. Such
judgments, we believe, would be mistaken. On the first
point, downgrading the importance of technical agriculture may echo the shift in the Bank's professional
decisionmaking from sector specialists (including
agricultural economists) to economists specializing in
trade and macroeconomics. As land becomes more
scarce, agricultural responses to better trade and
macroeconomic policies, and to incentives, depend
increasingly on agrosector issues such as land-saving
technical progress and environmental sustainability.
The United Nations' capacity is often overstretched
and (especially in the FAO) severely eroded by persistent financial constraints on the adequate replacement
of essential technical staff; specialized private consultants are often useful, but they are expensive and can
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be efficiently chosen (and managed) only if the Bank
has leading-edge capacity near to the affected topics
and areas. Most other donors, and public sectors in
developing countries, are also reducing their emphasis
on ARD; to help Africa, for example, to develop its
agrotechnical expertise, the Bank needs to possess a
critical mass of its own.
It does appear that the Bank leadership has not
made these dubious judgments. The Bank's diminished ARD technical capacity, which is still eroding
rapidly, appears to ·be an unintended consequence of
the competing concerns and internal budget constraints (especially the felt need to show economies in
staff time and costs per project dollar loaned) that
emerged during the difficult switch to policy-based
lending in the 1980s.
Once lost, technical capacity may be hard to regain.
Arguments that consultants and the technicians of
other agencies should solve the problems, although
misguided, become plausible. Some internal reports
already suggest that the Bank's resource endowment
(and hence its comparative advantage) no longer
justifies a large in-house capacity for preparing technical ARD projects. Damage incidental to the past shift
toward policy-based lending is thus used to justify
more policy-based lending (World Bank, Country
Economics Department 1988, 111). Yet there is a
widely fe~ need for the Bank to recover its position as
a strategic thinker and leader in agricultural policy
analysis. Crucial to a revival of Bank intellectual
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leadership in the coming decade of environmental
challenges, local slowdowns in yield growth, and
radically new biotechnological and other research
options will be revived technical as well as economic
capacity at the project level as much as at the larger
policy level.
At the senior staff level, reversing the impending
losses-and correcting past attrition-involves, in
1990-93, significant recruitment of technical staff 40-55
years of age (including staff on four-to-five-year
secondment from developing countries with relatively
little risk of having a shortage of technicians). For junior
staff, the Young Professionals Program should select a
much larger proportion of technical, especially agricultural and agroengineering, specialists and (as a second priority) of sector-specialized, in particular agricultural, economists (and probably other social scientists)
as well. Further, the staff time and cost coefficients for
ARD projects-and, therefore, for countries or regions
where the proportion of such projects in total lending
needs to rise, especially most of Africa and Asiashould be reconsidered and perhaps increased. OED
might usefully investigate, for each main region, the
relationship between the performance of various types
of ARD (and other) projects and the time (and cost) of
preparing and implementing them. Finally, if there is to
be reentry to effective ARD projects, the Bank's
promotion track needs to record, recognize, and
reward successes in the project cycle, not just in
moving money or in providing policy advice.

Chapter 5

Conclusions
As it approaches the 1990s, the Bank finds itself for the
first time in many years without a clearly articulated
strategy to guide its lending activities in the agricultural
sector. Some parts of the McNamara strategy of the
1970s performed below expectations, and few persons
within the Bank would endorse a wholesale return to a
vintage direct assault on poverty through rural development projects (although a wholesale rejection of this
strategy is also out of place). The 1980s' strategy of
quick-disbursing, policy-based lending is also producing some disappointments and approaching its natural
limits.76
Where structural adjustment has worked, and where
the policy environment has been improved, SALs and
SECALs are by definition less and less needed. To
take advantage of the improved policy environment in
these countries, a new generation of postadjustment
ARD projects should be in preparation.
Where structural adjustment has not worked, an
escape from endless SALs and SECALs must be
found, albeit for a different reason. In many of these
countries, the Bank should be looking for opportunities
to design policy-proof ARD loans and to support
investment activities- especially in areas such as
infrastructural development-that can be justified and
sustained even when prices are wrong.
Bank leaders, to their credit, are actively developing
a new set of postadjustment lending instruments. They
are using hybrid loans, which join quick-disbursing,
policy-based activities with slow-maturing investments.
They are shifting the emphasis in agricultural SECALs
away from prohibitions on public sector spending and
toward requirements for public sector investment.
Investment lending and time-slice buying, which are, in
effect, Bank finance for a predetermined volume, or
proportion, of an agreed sectoral public investment
program, are helping to rebuild a positive relationship
between the Bank and line ministries in the govern76. The central conclusion here is almost identical to that of Harris
and others (1989, 18): "Adjustment lending has had a substantial
[redUCing] effect on the volume of lending for agriculture. [It aims at]
changes., .that would ultimately benefit all sectors, including [ARD,
but] does not address the large need for direct investment in the
agricultural sector... [AI]ternative sources". will not replace

Bank/IDA lending to the sector . ... Increased lending for agriculture
is both necessary and possible in the [immediate] future."

ments of borrowing countries. The Bank continues to
require policy changes in borrowing countries to
facilitate adjustment, but it also recognizes that the
protracted economic crisis of the 1980s, especially in
Africa and Latin America, has become as much an
investment crisis as an adjustment crisis?' Its lending
instruments have begun to respond accordingly. There
is a growing recognition that an adequately financed,
sensibly expanding, and intervening state, although
one that is much more controlled by competition and
widespread public debate and overview than in the
past, can be a facilitator for agricultural development in
developing countries rather than its enemy. This is
often a precondition for agricultural development.
The new agricultural and rural development challenges that the Bank will face in the 1990s in areas
such as employment, food production, and resource
protection will require precisely such shifts back to
lending for investment. They will also require a substantial recovery in the heavily reduced real values
(and shares) of Bank lending that go to ARD overall.
Although some general guidelines have been proposed here, the challenges are essentially technical,
country-by-country, subsector-specific, and microeconomic; they will not respond to any formulaic macropolicy remedy. The Bank's apparent willingness to
return to a case-by-case investment emphasis bodes
well for the future. What could prevent the Bank from
completing this healthy adjustment in its future ARD
lending? At least two constraints-largely circumstantial, but nonetheless worrying-come to mind.
First is a technical staffing constraint. The Bank's
shift toward adjustment lending in the 1980s, in combination with its reorganization and the new emphasis
on internal budget austerity, has penalized potential
ARD projects, which are frequently costly and timeconsuming to prepare and implement even when
returns are high.'· Moreover, the shifts of the 1980s
77. This is a central message in

Sub~Saharan

Africa: From Crisis

to Sustainable Growth (World Bank 1989b). Abundant evidence that
most countries have adjusted by reducing real investment much
more than consumption appears in Commander (1989).

78. Evidence of cutbacks and delays in good ARD projects due to
constraints on within-Bank staff time, cost, and travel is given in
Harris and others (1989), notably for projects in Africa, China, and
EMENA (Paragraphs 52, 55, and 57, respectively).
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have reduced and marginalized the Bank's ARD
technical staff, and its age structure means that a
retirement crisis will occur in 1990-93. Outside consultants will not enable the Bank to respond to the
challenges of the 1990s if it continues to shed its i nhouse agrotechnical capabilities. This is especially
disturbing for Africa, where new types of projects are
needed, and where past failures were due largely to
inadequate technical, institutional, and agroeconomic
preparation, and for IBRD borrowers.
Second is a leadership distraction constraint. The
growing preoccupation of top Bank leadership with the
(mostly Latin American) debt crisis, and more recently
with economic reconstruction in Eastern Europe,
threatens to dilute the Bank's role as a development
institution. To the degree that the Bank offers itself in
the 1990s as a debt-reduction facility, bailing out
western commercial banks and middle-income borrowing-country debtors, its development and poverty
reduction mission will suffer. Especially in agricultural
and rural development, no other large lender is able
and willing to pick up this mission if the Bank lets it fall.
This is not special pleading or sector advocacy.79
Agriculture is a special case. It is special in the
steepness of its decline even as a share of project
lending; in the concentration of that decline on the
regions (Africa and Asia) where the sector looms
largest; and in the sector's huge role in employment
creation, environmental preservation, and provision of
food security to the poor. Above all, ARD is special in
its potentially large array of good projects for postad79. Several sectors within the Bank could seek to make a case of
this sort. Both the first draft of this report and the report of Harris
and others (1989) have been attacked as sector advocacy. Indeed,
the dangers in one region (Latin America and the Caribbean) of
excessive pressures to restart certain big-spending agricultural
projects and the need to fill some ARD project slots with pilots that
spend little and spend it slowly have been pointed out in this report.
Nevertheless, the authors are convinced of the need for major ARD
expansion, especially for projects, and of the increasingly critical
role of the Bank as the lender of last resort to this sector.
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justment reentry that need outside cash (owing to long
gestation periods, returns that are not privately appropriable, or other factors) as well as outside technical
help and strategic conceptualization. ARD is special,
too, in the persistent failure of developing countries
and other donors to allocate shares of their investment
support remotely approaching the sector's share of
GDP, let alone employment. The Bank group here is
truly a lender of last resort.
Conversations with Bank officials confirm that there
has been no explicit decision to downgrade the
agricultural and rural development component of the
Bank's work. However, partly due to lack of awareness
of its decline, the Bank's commitment to ARD in the
1980s has suffered. In this report some disturbing
evidence of reduced commitment has been reviewed.
The quality of Bank lending to ARD, its linkage to
policy advice and support, its impact on total ARD
programs and policies in the recipient country may
well, as some Bank staff stressed, matter more than
the volume, real value, or share of ARD projects in
Bank activity. Persistent declines in ARD project
shares, and even more in real values, however,
eventually constitute quantity signals-both to Bank
staff and to borrowers-that ARD is not a sector on
which to spend scarce time or energy for quality
improvements. If quality matters so much, why does
quantity fall? If quality can be improved, why is the fall
in quantity so perSistent? The authors attribute the
unfortunate lending trend of the 1980s partly to unfavorable circumstances, distraction, and inadvertence.
Its connection with resistance, on principle, to certain
forms of subsidy and public sector activity was perhaps important, but such dogma is giving way to a
more pragmatic approach. Signs that, in the decade of
the 1990s, the Bank will continue to rediscover its
unique role in supporting investments targeted to help
the poor farmers and rural laborers who still make up
a majority of people in the developing world are
welcome.

Appendix
Tables
Table 6
Agricultural lending to Africa, by subsector, 1966-88
Narrow ARD

3~ Year

(Moving
Fiscal
Year

Average In

US$ million)

1966'
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988'

5.0
13.9
33.7
37.4
51.0
56.5
107.4
156.0
278.1
274.9
337.6
296.2
344.1
359.9
464.8
506.6
495.8
469.1
417.6
410.8
384.6
457.0
507.4

Moving Average of the Proportion of Narrow ARO to

Area
Irrigation
Perennial Research and
Credit Development Fisheries and Drainage Livestock Crops
Extension

100.0
38.9
10.5
5.8
5.5
1.5
3.5
3.5
2.6
1.8
3.9
3.9
2.1
0.8
3.2
5.7
5.0
2.5
0.0
0.0
0.7
0.7
0.0

0.0
49.0
54.0
33.0
20.6
27.4
27.3
28.5
27.4
32.4
40.0
40.1
45.9
46.7
57.8
58.4
49.2
41.0
33.1
46.2
36.5
39.4
39.5

0.0
0.0
0.0
1.3
1.3
1.3
0.0
0.0
0.0
1.1
1.9
1.9
0.8
0.8
0.8
0.8
0.0
0.8
1.6
1.6
0.8
0.0
0.0

0.0
0.0
0.0
0.0
5.2
15.7
27.1
27.4
19.7
12.8
13.6
16.0
14.3
11.6
10.8
7.9
16.6
12.2
17.7
9.6
10.5
15.4
31.2

0.0
0.0
6.8
6.8
6.8
5.2
10.9
19.9
18.7
18.9
10.5
11.0
7.5
8.0
5.5
4.8
3.6
1.7
1.9
3.9
13.0
12.3
3.7

0.0
12.1
25.9
47.9
55.1
46.2
31.2
20.8
29.2
30.5
25.5
23.0
17.6
19.7
10.0
10.9
7.6
8.0
5.1
3.6
4.8
8.2
13.2

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
1.5
2.6
2.6
1.1
1.5
1.5
2.2
6.0
6.0
11.3
8.5
7.4

Forestry

0.0
0.0
2.7
5.4
5.4
2.7
0.0
0.0
2.5
2.5
4.5
2.5
9.2
9.8
10.9
10.0
7.9
8.0
5.9
8.4
16.7
13.5
1.4

Undefined Other

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
2.5
2.5
2.5
0.6
0.6
0.6
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
6.2
21.1
26.1
20.0
5.0
1.2
3.6

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector Review:
Agriculture (Washington, D.C.: World Bank, 1988 and 1989).

'1966 only.
, 1988 only.
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Table 7
Agricultural lending to Asia, by subsector, 1966·88

Fiscal
Vear

Narrow ARD
(Moving
Average in
US$ million)

1966"
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 b

50.0
34.0
44.0
125.7
153.2
192.7
171.1
231.8
352.0
527.2
732.9
1,021.7
1,129.4
1,389.4
1,391.0
1,460.7
1,347.4
1,319.6
1,477.4
1,553.5
1,377.0
1,358.5
1,666.3

3-Year Moving Average of the Proportion of Narrow ARC to
Area
Credit Development Fisheries

10.0
3.3
5.2
13.8
36.4
44.7
49.4
32.7
23.6
10.3
13.7
13.7
15.2
11.2
13.9
21.7
18.2
17.7
10.8
19.2
12.6
13.5
10.2

0.0
11.1
11.7
14.1
3.0
2.4
4.4
19.9
29.9
40.1
26.9
22.9
21.4
21.0
17.2
5.0
12.0
11.6
15.1
6.3
13.8
12.7
10.0

0.0
0.0
0.0
0.0
0.9
0.9
3.0
2.7
2.7
1.3
1.2
1.6
1.4
1.1
0.7
1.0
0.7
0.7
0.1
1.7
2.7
2.7
0.0

Irrlgallon
Perennial Research and
and Drainage Livestock
Extension
Crops

90.0
85.6
76.4
62.1
43.8
39.7
22.6
26.7
21.2
30.5
39.6
45.0
47.4
47.1
45.8
45.6
46.1
48.4
49.6
47.4
42.5
37.9
30.3

0.0
0.0
0.0
0.0
1.9
3.1
3.8
5.2
7.1
8.7
5.4
2.2
0.0
0.0
0.0
0.0
0.0
0.0
0.7
1.4
4.3
10.7
21.6

0.0
0.0
6.7
8.9
12.9
8.1
16.9
12.8
11.0
2.3
3.4
7.7
6.2
9.0
9.5
14.9
15.0
14.6
12.0
9.9
5.4
2.3
1.4

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
3.0
5.2
8.1
6.7
7.8
7.9
9.5
8.3
5.6
3.3
3.8
5.0
11.2
8.6
0.0

Forestry

0.0
0.0
0.0
1.1
1.1
1.1
0.0
0.0
1.4
1.6
1.6
0.2
0.7
2.7
3.4
3.5
2.5
3.7
7.7
7.3
5.8
2.8
5.5

Undefined Olher

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.1
0.1
0.1
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
1.7
1.7
8.7
21.0

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector Review;
Agriculture (Washington, D.C.: World Bank, 1988 and 1989).

, 1966 only.
b 1988 only.
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Table 8
Agricultural lending to EMENA, by subsector, 1966-88
NarrowARD

3 Year Moving Average of the Proportion of Narrow ARD to
M

(Moving
Fiscal
Year

US$ million)

Average in

1966"
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988b

10.0
13.7
36.7
55.3
63.5
63.2
82.0
110.1
187.4
270.9
349.4
457.3
520.6
581.0
537.8
513.9
555.8
523.0
560.2
595.1
542.8
409.6
214.1

Irrigation

Area

Credit Development Fisheries and Drainage Livestock

100.0
71.4
50.8
48.2
14.8
20.1
17.9
17.9
11.1
24.8
30.4
32.3
29.5
33.0
20.9
16.3
18.1
26.7
20.4
24.3
14.8
19.5
14.0

0.0
28.6
28.6
0.0
0.0
0.0
0.0
0.0
10.4
11.0
11.0
5.0
8.5
10.6
15.3
22.2
33.7
27.1
19.8
6.2
5.5
4.4
8.2

0.0
0.0
0.0
0.0
0.0
0.9
1.7
1.7
1.0
0.2
0.2
0.0
2.2
3.3
4.2
2.4
1.3
0.4
0.0
0.0
0.0
0.0
0.0

0.0
0.0
20.7
51.8
56.7
43.7
42.7
71.2
75.2
60.8
52.2
49.9
49.7
36.1
45.0
38.2
35.8
33.1
39.2
48.6
45.7
53.6
68.4

0.0
0.0
0.0
0.0
4.3
11.2
13.4
9.1
2.2
3.2
6.2
7.5
4.3
4.4
3.2
5.1
1.9
1.9
0.0
0.0
0.0
0.0
0.0

Perennial Research and
Crops
Extension

0.0
0.0
0.0
0.0
24.2
24.2
24.2
0.0
0.0
0.0
0.0
0.0
0.0
3.6
6.3
6.3
2.6
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.7
1.2
1.2
2.1
2.0
2.0
6.3
6.8
7.1
6.8
6.0
0.0

Forestry Undefined Other

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
4.6
4.6
7.7
3.1
4.9
1.8
1.8
1.9
1.9
1.9
3.1
9.3

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
11.9
11.9
25.3
13.4
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
2.7
2.7
2.7
0.0
0.0
0.0
0.0
0.0

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector Review:
Agriculture (Washington, D.C.: World Bank, 1988 and 1989).

"1966 only.
b 1988 only.
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Table 9
Agrlcullurallending 10 LAC, by subseclor, 1966-88
Narrow ARD

3-Vear Moving Average of the Proportion of Narrow ARD to

(Moving
Fiscal
Vear

Average In

US$ million)

1966"
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988b

68.2
57.2
68.1
71.4
83.3
62.8
110.3
145.2
272.6
290.0
356.8
399.7
459.8
444.5
568.7
665.2
710.8
582.6
477.0
557.1
774.5
851.9
609.8

Irrigation

Area

Credit Development Fisheries and Drainage Livestock
0.0
1.2
6.8
6.8
6.7
8.6
8.6
16.7
10.6
10.6
9.1
11.3
14.5
9.0
18.4
15.2
27.0
32.5
37.4
31.5
25.4
42.7
66.7

0.0
8.3
8.3
0.0
2.3
2.3
3.6
1.3
18.9
21.4
41.9
31.4
37.0
23.4
20.1
32.8
41.2
48.2
53.7
47.3
54.3
27.2
1.3

0.0
0.0
1.8
1.8
1.8
2.9
2.9
2.9
0.0
0.0
0.6
0.6
0.6
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

27.9
34.3
26.7
11.7
1.7
4.2
6.7
28.0
37.3
34.7
15.5
2.0
18.8
35.8
48.1
40.4
21.3
9.1
0.0
9.7
9.7
16.9
21.8

72.1
56.2
56.4
79.8
87.7
82.0
75.9
48.9
31.0
27.0
26.5
37.9
16.8
16.3
5.3
3.2
1.1
2.1
2.1
2.1
1.4
1.4
0.0

Perennial Research and
Extension
Crops

0.0
0.0
0.0
0.0
0.0
0.0
2.3
2.3
2.3
0.0
0.0
1.1
1.1
4.2
4.1
4.1
1.0
0.0
0.0
0.0
1.0
1.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
6.4
6.4
15.8
9.4
9.4
2.2
4.1
8.2
6.1
4.1
6.8
7.4
7.4
0.0

Forestry

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
1.8
1.8
1.8
0.2
0.2
0.2
0.8
0.8
0.8
2.7
8.0

Undefined Other
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
2.0
2.0
2.0
0.0
0.4
0.4
2.5

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector Review:
Agriculture (Washington, D.C.: World Bank, 1988 and 1989).

'1966 only.
1988 only.

b
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Table 10
Bank lending to agriculture In Asia, 1966-88
Bank Lending In MIllions of
U.S. Dollars
Fiscal
Year

1966
1967
1668
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

ARD as Percentage of
Bank Lending
(3-Year Moving Average)

Total

318.6
340.0
136.2
429.7
640.7
582.9
775.2
1,229.1
1,219.3
2,015.0
2,636.1
2,434.2
3,252.9
4,043.0
4,640.0
4,687.6
5,537.9
6,383.8
6,696.6
5,981.4
6,546.0
6,737.7
7,669.6

Broad ARD

69.2
10.0
42.0
93.0
255.2
152.2
217.5
206.0
339.5
593.1
770.5
923.5
1,571.7
1,039.1
1,854.4
1,469.7
1.373.3
1,375.5
1,404.1
1,943.0
1,621.5
817.7
1,966.3

NarrowARD

50.0
10.0
42.0
80.0
255.2
124.4
198.5
190.5
306.5
559.1
716.0
923.5
1,425.7
1,039.1
1,703.4
1,430.5
1,248.3
1,363.3
1,347.1
1,721.8
1,591.5
817.7
1,666.3

Narrow ARD
(1989 Prices)

Broad ARD

221.2
43.3
181.6
339.0
1,020.8
469.4
698.9
597.2
808.7
1,267.8
1,529.9
1,869.4
2,568.8
1,639.0
2,412.7
1,927.9
1,691.5
1,885.6
1,905.4
2,445.7
2,072.3
937.7
1,755.8

21.7'
18.5
18.5
30.6
29.2
31.3
23.6
24.2
24.7
28.8
32.2
38.5
37.3
38.0
32.3
32.0
25.9
22.4
25.0
26.1
23.1
20.8
25.6 b

Narrow ARD

World Bank
Disbursement
Deflator
(1989~100)

15.7'
16.5
17.5
29.8
26.6
28.9
20.8
22.1
22.8
26.7
30.9
36.3
35.8
35.4
31.0
29.9
24.8
21.3
23.4
24.4
21.7
19.4
21.7 b

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.8
87.2
94.9

,
Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989); for the World Bank disbursement deflator, J. Saneth, "Planning
Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division,
Washinglon, D.C. April 24, 1989), Table 2. for the 1966-69 deflator, personal communication from R. McPheeters of the World Bank, May

1989.
'1966 only.
b 1988 only.
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Table 11
Bank lending to agriculture In Africa, 1966-88

ARD as Percentage of
Bank Lending
(3-Year Moving Average)

Bank Lendin9 In Millions of
U.S. Dollars
Fiscal
Year

Total

Broad ARD

NarrowARD

NarrowARD

Broad ARD

Narrow ARD

(1989 Prices)
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

125.9
146.1
129.6
288.5
320.9
392.2
437.6
518.5
690.3
1,080.7
890.7
964.3
1,069.6
1,202.1
1,546.6
1,812.4
1,801.5
1,794.0
2,368.3
1,597.3
2,046.5
2,097.7
2,928.7

5.0
21.6
15.2
64.4
32.6
56.0
87.2
185.3
201.9
447.2
185.6
397.9
361.1
372.7
480.5
664.1
466.5
420.2
670.3
350.0
434.7
519.2
562.3

5.0
21.6
15.2
64.4
32.6
56.0
80.9
185.3
201.9
447.2
175.6
389.9
323.1
319.2
437.5
637.7
444.5
405.2
557.5
290.1
384.7
478.9
507.4

22.1
93.5
65.8
272.9
130.4
211.3
284.9
580.9
532.7
1,014.1
375.2
789.3
582.2
503.5
619.7
859.4
602.3
560.4
788.5
412.1
500.9
549.2
534.7

World Bank
Disbursement
Deflator
(1989~100)

4.0'
10.2
16.3
14.7
15.6
14.8
23.3
28.3
35.5
30.5
34.5
32.0
35.3
31.9
32.9
31.2
28.7
25.9
24.5
23.8
22.6
21.7
19.2b

4.0'
10.2
16.3
14.7
15.6
14.3
22.8
27.8
35.5
30.1
33.8
30.1
32.4
28.3
30.0
29.4
27.5
23.6
21.4
20.2
19.9
19.7
17.3 b

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.8
87.2
94.9

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989): for the World Bank disbursement deflator, J. Sanath, "Planning
Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division,
Washington, D.C. April 24, 1989), Table 2. for the 1966-69 deflator, personal communication from R. McPheeters of the World Bank, May

1989.
, 1966 only.
b 1988 only.
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Table 12
Bank lending 10 agriculture in EMENA, 1966-88

ARD as Percentage of

Bank Lending In Millions of
U.S. Doliars

Bank Lending
(3-Year Moving Average)

Fiscal

Year

Total

Broad ARD

NarrowARD

NarrowARD

BroadARD

Narrow ARD

119.1
134.6
102.3
379.5
292.5
346.3
480.7
597.5
1,062.6
1,349.7
1,557.2
1,686.1
1,888.1
2,475.6
2,610.7
2,637.8
2,688.6
2,839.6
3,431.8
3,107.5
2,955.0
3,686.6
3,358.4

10.0
21.0
10.0
79.0
77.0
34.5
78.0
164.4
119.0
309.8
407.0
444.5
651.4
680.0
715.5
706.0
544.1
873.0
541.6
1,013.8
766.2
398.4
560.5

10.0
21.0
10.0
79.0
77.0
34.5
78.0
133.4
119.0
309.8
384.0
354.5
633.4
574.0
535.5
504.0
502.1
661.4
405.4
613.8
766.2
248.4
214.1

44.2
90.9
43.3
334.7
308.0
130.2
274.6
418.2
314.0
702.5
820.5
717.6
1,141.3
905.4
758.5
679.2
680.4
914.8
573.4
871.9
997.7
284.9
225.6

Deflator
(1989~100)

(1989 Prices)

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

World Bank

Disbursement

8.4a
11.3
15.4
19.0
19.0
17.5
17.9
18.3
20.6
20.1
25.2
29.0
29.4
29.8
27.2
24.8
25.9
22.3
26.4
24.8
23.1
17.8
16.7b

8.4a
11.3
15.4
19.0
19.0
17.5
16.2
16.6
18.8
19.6
22.9
26.4
25.9
25.7
20.9
19.4
20.4
17.9
18.3
19.2
17.5
13.0
6.4b

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.8
87.2
94.9

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989); for the World Bank disbursement deflator, J. Saneth, "Planning
Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division,
Washington, D.C. April 24, 1989), Table 2. for the 1966-69 deflator, personal communication from R. McPheeters of the World Bank, May

1989.
1966 only.
b 1988 only.
a
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Table 13

Bank lending to agriculture In LAC, 1966-88
Bank Lending In MIllions 01
U.S. Dollars
Fiscal
Year

Total

BroadARD

Narrow ARD

ARD 8S Percentage of
Bank Lending
(3-Vear Moving Average)
NarrowARD

BroadARD

NarrowARD

(1989 Prices)

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1967
1988

382.2
284.3
385.5
472.3
714.0
704.2
956.5
684.9
923.2
1,215.0
1,448.4
1,893.2
2,110.1
2,264.8
2,684.0
3,153.2
2,987.9
3,459.6
3,025.6
3,698.2
4,771.2
5,152.0
5,264.0

68.2
20.0
83.3
100.9
30.1
118.8
39.6
256.4
223.5
422.0
224.5
507.0
655.5
405.0
408.0
923.2
694.5
1,029.6
856.9
442.5
1,955.0
1,195.0
1,404.6

68.2
20.0
83.3
100.9
30.1
118.8
39.6
172.4
223.5
422.0
224.5
424.0
550.5
405.0
378.0
923.2
694.5
514.6
538.8
377.5
755.0
1,191.0
609.8

301.8
86.6
360.6
427.5
120.4
448.3
139.4
540.4
589.7
956.9
479.7
858.3
991.9
638.8
535.4
1,244.2
941.1
711.8
762.1
536.2
983.1
1,365.8
642.6

World Bank
Disbursement
Dellator

(1989-100)

17.8'
15.5
16.7
15.7
14.1
8.4
19.5
21.9
32.1
24.8
25.7
24.4
25.2
21.4
20.8
22.6
27.4
27.1
23.3
27.1
25.4
30.3
26.7b

17.8'
15.5
16.7
15.7
14.1
8.4
15.4
17.8
28.0
24.8
24.2
21.3
22.1
19.4
20.4
22.2
22.5
18.6
14.3
14.6
16.4
16.8
11.6b

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.6
87.2
94.9

Source: World Bank, Agriculture and Rural Development' bepartment, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989); for the World Bank disbursement deflator, J. Baneth, "Planning

Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division.
Washington, D.C. April 24, 1989). Table 2. for the 1966-69 deflator, personal communication from R. McPheeters of the World Bank, May
1989.
a 1966 only.
b 1988 only.
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Table 14
Agricultural lending to past borrowers, 1966-88
Bank Lending In MIllions 01
U.S. Dollar.

Fiscal
Year

Total

Broad ARD

Narrow ARD

ARD as Percentage of
Bank Lendln9
(3·Year Moving Average)
NarrowARD

Broad ARD

NarrowARD

(1989 Prices)
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

177.6
225.4
200.0
214.2
218.0
479.6
315.9
378.0
418.5
235.5
100.0
89.0
90.0
25.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
14.4
22.0
30.0
31.5
57.7
14.0
125.0
72.0
85.5
40.0
35.0
30.0
25.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
14.4
22.0
30.0
31.5
57.7
14.0
85.0
72.0
85.5
40.0
35.0
30.0
25.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
62.3
95.2
127.1
126.0
217.7
49.3
266.5
190.0
193.9
85.5
70.9
54.1
39.4
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

World Bank
Disbursement
Deflator

(1989=100)
0.0'
5.8
10.5
13.2
13.5
10.3
16.5
18.2
28.9
31.2
38.5
37.6
57.6
100.0b

0.0'
5.8
10.5
13.2
13.5
10.3
13.0
14.7
25.3
31.2
38.5
37.6
57.6
100.0b

22.6
23.1
23.1
23.6
25.0
26.5
28.4
31.9
37.9
44.1
46.8
49.4
55.5
63.4
70.6
74.2
73.8
72.3
70.7
70.4
76.8
87.2
94.9

Source: World Bank, Agriculture and RUral Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector
Review: Agriculture (Washington, D.C.: World Bank, 1988 and 1989); for the World Bank disbursement deflator, J. Baneth, "Planning
Assumptions Committee: Standard World Bank Deflators" (The World Bank International Economics Analysis and Prospects Division,
Washington, D.C. April 24, 1989), Table 2. for the 1966-69 deflator, personal communication lrom R. McPheeters of the World Bank, May

1989.
'1966 only.
b 1979 only.
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Table 15
Agricultural lending to past borrowers, by subsector, 1966-88

Fiscal
Year

1966'
1967'
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979'
1980'
1981 '
1982'
1983'
1984'
1985'
1986'
1987'
1988'

Narrow ARD
(Moving
Average in
US$ million)

0.0
14.4
22.1
27.8
39.7
34.4
52.2
57.0
80.8
65.8
53.5
35.0
30.0
25.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

3-Year Moving Average of the Proportion of Narrow ARD to
Area
Credit Development Fisheries

0.0
0.0
6.9
18.4
51.8
44.9
49.5
31.8
31.8
15.6
33.3
33.3
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
33.3
33.3
33.3
0.0

100.0
33.3
0.0
0.0
0.0
0.0
3.2
8.1
8.1
4.9
0.0
0.0
0.0

Irrigation
Perennial Research and
and Drainage Livestock
Crops
Extension

0.0
66.7
66.7
47.8
14.4
30.1
29.6
29.6
47.2
33.3
33.3
0.0
0.0

0.0
0.0
26.5
26.5
26.5
9.8
9.8
22.7
12.9
12.9
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
7.3
7.3
7.3
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Forestry

0.0
0.0
0.0
0.0
0.0
7.8
7.8
7.8
0.0
0.0
0.0
33.3
100.0

Undefined Other

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Source: World Bank, Agriculture and Rural Development Department, FY88 Annual Sector Review: Agriculture and FY89 Annual Sector Review:
Agriculture (Washington, D.C.: World Bank, t988 and t989).

Note: Blank cells indicate a zero in the denominator.
aFar current year only.
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