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CASE STUDY

Identifying Business Enabling Environment Solutions within a Broader Global Food Security Initiative
The Republic of Cuanza is being considered for FY15 Phase II funding of the Feeding the Future Initiative (formerly GFSR).  The Mission has been strongly encouraged by the Africa Bureau to help improve the enabling environment for agriculture and agribusiness to ensure that planned FFI investments have maximum impact. The Mission recently awarded A-BEER to Act Consulting.  The project will address critical trade issues affecting trade in rice, but will not address broader enabling environment issues.  
Approximately 70% of Cuanza’s labor force is engaged in agriculture, accounting for almost 35% of GDP.  Twenty years ago, Cuanza exported food to the entire region, but it has become a net importer while the government has pursued a failed strategy of industrialization based on mineral resources.  Agricultural development has lagged even though basic literacy has improved since the GoC eliminated school fees: 87% of adult males and 77% of adult females are literate, but secondary school attendance remains flat at 8% and less than 2% of the population has graduated from university.  Less than 7% of Cuanza’s 4 million farmers have legal title to their land.  Most are engaged in subsistence farming on small (1.1 hectare) plots 
Activity and Task

Washington has allocated $8 million in FY10 money for a four-year Phase I project.  This unexpected windfall has caught the Mission  by surprise, in part because until FY08, virtually the entire portfolio was dedicated to PEPFAR and leftover DG projects.  Garth Gantuan, your Mission Director, has asked your team to prepare an RFP by June that will address the business enabling environment constraints affecting food security, and has encouraged you to undertake serious analysis before drafting the RFP.  The US Ambassador has asked that you focus on quick wins that will engender support for the GoC prior to nexy year’s elections.
The project – Enabling Agriculture Today (EAT) – should address priority, high impact constraints. Your job is to begin RFP preparation, by accomplishing the following: (1) Identify two constraints you plan to address; (2) Specify what questions you need to answer before you are ready to draft the RFP, (3) Describe how you will answer those questions, (4) Make reasonable assumptions regarding what you learn between now and drafting the RFP, (5) Based on those assumptions and the information below, tell us what the project will entail (specific activities and deliverables).  
Please note, as well, that Secretary Clinton is currently planning to visit Cuanza in April 2011.  She continues to be outraged at the mistreatment of women in the region.  
Business Enabling Environment
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Cuanza’s agricultural sector has been neglected. A patchwork of policies, developed piecemeal over years, has left the sector subject to a wide variety of contradictory approaches and perverse economic incentives. 
Many stakeholders lack confidence in the government’s reliability, capacity, and commitment to reform. There is a wide perception that the Ministry of Agriculture has “outsourced” irrigation and extension services to GTZ’s OWE (Organic Wegetables for Europe) Project, with no plans for other significant investment.  Meanwhile, a small community of SMEs, most engaged in light processing and distribution of fruit, dairy, and poultry, complains that it cannot compete with the cheap products imported from larger economies on the continent.

Domestic and foreign investors have become increasingly skittish due to a history of drastic policy changes by both federal and municipal governments that can dramatically affect costs and incentives.  Incentive packages for foreigners are often neglected or revoked without explanation.  Import duty drawbacks were recently suspended without warning as an “emergency measure” to address shortfalls in expected donor grants and loans due to IMF suspension.  Several serious commercial investors have actually pulled out. 

Lack of interministerial coordination is both a cause of poor implementation and a result of it. For example, USAID’s Agricultural & Seed Service project (1991-95) drafted the National Agricultural Seeds Decree for the Ministry of Agriculture, passed under World Bank conditionalities in 1992.  The decree called for the establishment of a National Agricultural Seeds Council to regulate the seeds industry within 90 days of enactment, yet the Council was not established until last year. In the meantime, other government bodies took up or created various licensing and inspection responsibilities; few seem willing to cede their authority back to the Council, which is sorely understaffed.  The Ministry of Agriculture, however, transferred its import certification service to the Council, which still has no lab for seed testing.  License requests are not being accepted, and the existing seven-year process has stalled. Successful farmers simply smuggle what they need. 
In response to complaints that the government is not involving the private sector in consideration of new policies and laws affecting the business community, the GoC has recently opened a public-private dialogue with the private sector through the semi-annual President’s Roundtable with the Cuanza Chamber of Commerce, Trade, Industry, Fisheries and Agriculture.  The Chairman is President Goodtime Jones’s nephew, an active member of the business community who owns 3 transport companies that control most trucking in Cuanza.  High on the Chairman’s agenda is fertilizer subsidies from the state-owned supplier.
Farmers complain that affordable credit is scarce and that they cannot meet collateral requirements.  Land is one of the few forms acceptable, but few farmers have formal title.  In Puerta and Jonesvillaine (the nation’s capital), the GoC owns 83% of all urban and peri-urban land and decided to offer 50-year leases for investors in agro-industry in an effort to promote value-add activities to create incentives for greater commercialization.   Land laws are complex; mortgages are handicapped by weak enforcement and by requirements for government approval of land transfers. Secured transactions suffer from an inadequate and decentralized registration system. There is no finance leasing law, nor any law for bonded warehouses or the use of warehouse receipts for financing. There is a small credit information industry, but progress in this area is awaiting the registration of credit information providers by the Central Bank. Further, there is little insurance available and capital markets are still in their infancy, despite the highly acclaimed Cuanza Stock Exchange program completed in 2007.  Credit and investment flow toward mining and telecommunications, leaving agriculture capital-starved.
Privatization of state-owned processing, equipment, import and input companies was completed in 2004, but expected competition has not developed.  Most SOEs were purchased by companies owned by the CRP (Cuanza Revolutionary Party), to which the President belongs.    Cuanza ranks 143 on the Doing Business index, up 4 places from last year.  It is number 8 in “paying taxes.”
[image: image3.png]JUSAID

FROM THE AMERICAN PEOPLE






[image: image4.png]