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Introduction

The fourth meeting of the Africa Task Force too&qga in Pretoria, South Africa during
July 9-10 (unless otherwise noted Africa referSt-Saharan Africa, which is the focus
of the task force). This report summarizes theomigsues of the meeting. In doing so,
it follows the principle of Chatham House Ruleswinich we do not attribute particular
ideas to particular people, although in some ctsasinstitutions may be named.

The meeting covered a wide variety of topics ohertivo days. This report does not
include all of the details of the discussion; ratlitebrings out the salient themes of the
meeting while setting the stage for further distrss In addition, this year the South
African government was substantively involved oW course of the two days. In this
report, we are not attempting to summarize theudsions on South Africa, much of
which took place in the closed sessions with theegament’s economic team.

We once again thank the Japanese InternationaleCaign Agency for their support.
While we have worked with JICA in the past, thissWwD'’s first project together with
JICA’s new Research Institute. We once again esgpoir gratitude not only for JICA’s
financial support but substantial support as wlle are very happy to be incorporating
the very relevant and important viewpoints from dapanese colleagues into the work of
the Task Force. This year, we also owe a gredttde¢le South African Department of
Trade and Industry who ensured not only that thekslwmp progressed smoothly but also
that the work of the Task Force was brought ta beaand in turn was informed by the
very practical issues facing the new South Afrigamernment. We were honored to
have had the opportunity to engage in a dialogtule the new government at this crucial
stage of policy debate and formulation and werg wapressed by the rigor and quality
of the debates in South Africa. Finally, the cotieation of the African Center for
Economic Transformation is very important to IPDagsdevelop our research agendas.

Background, overview

Last year, the discussion focused on broad, ca$sig issues involving in particular
growth, governance, and industrial policy. The timgewas predicated on the view that
much of the policy debate and many of the poliaspriptions imposed on Africa over
the past three decades or so have been too narcomined within the orthodoxy that
came to be labeled as the “Washington Consendalicy prescriptions often ignored
both history and context. In particular, they h&argely neglected the lessons of
successful experiences of development, especraliast Asia.




This year, the focus of discussion was to be ost @fs'niche” or topical issues as they
pertain to Africa. We built on some of the topicsm last year's meeting in our
discussion of land and agriculture. We also fathad a distinct opportunity to respond
to the new global landscape in our discussion effithencial crisis and its impact on
Africa. As ever, one of the purposes of the Tagic€ is to put together a volume which
can inform and advance policy debates.

The Initiative for Policy Dialogue aims for its TaBorces to consider policy options and
trade offs between policies. We hope that theltieguwolumes can not only better

inform academic debate, but can also provide patlegs which can inform policies
directly, subject to the political processes iniwidlal countries. To that end, any
suggestions on how to further this debate or ttebeisseminate some of the discussions
that take place at Task Force meetings are mosowe.

|. Financial Crisis
Broadly speaking, discussion of the crisis centaredind three themes: i) Prognosis, ii)
Policies, and iii) Global Financial Infrastructure.

i) Prognosis

Participants seemed to agree that for Africa tharfcial crisis very quickly turned into a
development crisis, exacerbating many of the dgretmt challenges that existed before
the crisis.

Economic Growth

Several participants noted that many initial predics were that Africa would be
insulated from the crisis, but subsequent projestivave been progressively more
dismal. After volatile growth record of the 70da880s, the past decade of growth of
around 5 % led some to believe that Africa coul@tiver the storm. However, initial
growth estimates for Africa, including North Africeiom the African Development Bank
have been revised down from 5.5% to 2.3% (1.5%titr Saharan Africa, implying a
significant drop in per capita income). These ffeggu(and the relevance of these figures)
were challenged on several fronts by members of #s# Force. Some noted generally
that they were probably too optimistic, others dpepoints included:

* Much of the growth prior to the crisis was due xtractive industries: On one
estimate some 83% of the growth between 2000 a@ 2@s due to oil. Mining
used to account for some 7% of sub Saharan AfriG®® not very long ago but
by 2006 it accounted for 25 %. At the same tirhe,ghare of manufacturing has
gone down. Growth that relies heavily on extraeiivdustries is enclosed in
enclaves with little links to the rest of the ecomg involving little learning or
acquisition of technology, and usually does notihetae majority of the
population. In fact, much of the income generdtenh this type of growth
accrues to foreign firms.



* Following from this, a better measurement of growthuld be GNP, not GDP,
especially in economies with substantial foreigmed extractive sectors. GDP
is misleading because it includes the value of pctidn accruing to foreigners.
Foreign firms usually repatriate the bulk of thaiofits and income, therefore
their inclusion in national accounts overestimalesliving standards of the
national population, particularly in economies watheavy focus on extractive
industries.

» There was a wide agreement that the structureesoétbonomy prior to the crisis
determined how the country was impacted by thescritn particular, middle
income countries which are more integrated intoglbbal economy will be more
directly and immediately affected by the crisiseTimpact on the low-income
countries are through more complicated and indimaates, though not
necessarily less severe. Countries will also bdifierently depending on the
make up of their exports; the particular risks thbg the country, and the overall
state of the sub-region (i.e., badly affected SewrttAfrica vs. not-so-badly
impacted East Africa).

Mechanisms
There was wide agreement on the mechanisms by wircta will be affected by the
crisis.

* RemittancesSeveral people noted that the decrease in reméisasayoing to
impact Africa significantly.

* FDI flows Generally, FDI flows have dried up as investorsaatfrom risky
investments. Connected to this, the EMBI spreadshat up everywhere, but
particularly in sub Saharan Africa. Therefore &&m countries as a whole have
less access to capital and the little capital thatbe accessed is at a greater cost
than any other region, even though the crisis wéergal to Africa.

» Foreign BanksA view that seemed to be widely though not unialtysshared at
the meeting was that the prevalence of foreign bduals exacerbated these
financial problems. On this view, the impact afancial market liberalization on
growth is at best ambiguous, but it made developmgtries more vulnerable to
risks and crises. For lending to domestic firnspeeially SMESs, “local”
knowledge is required, but multinational banks temtde weak on local
knowledge. They are by their very nature not “depmental.” There were some
differences of views on whether in the currentisrigreign banks had funneled
money out of Africa to their parent institutions @significant scale. In the
context of this discussion, some participants ersizied the desirability of
domestic development financial institutions in A&i There was a consensus that
the revival of development finance should take ¢ar@void the repeating the
failures of many such efforts in Africa, especidilylearning lessons from
successes elsewhere, notably East Asia. Theredifeeeences of views on how
feasible that would be. Some participants notetivindst it may not be feasible



in some/many countries there were some sufficiedglyelopmental regimes in
Africa that were able to run effective developmieaiks.

» Commodity price changesAfrica remains heavily sensitive to commodity psce
and the international economic/financial crisis alrdady begun to result in
dramatic losses in terms of trade for some cowtReolonged weakness in the
world economy and consequently in commodity primmdd be a serious
dampener on African growth. On the positive sitle,recent reversal of the spike
in food and oil prices that occurred in 2008 hasnbadvantageous in curbing
inflation and helping the poor.

Social and Poalitical Consequences

The social and political consequences were noudgad in detail, but it was noted that
many African states are politically fragile. Whitrey get into crises of this kind, there is
an increased potential for even relatively stablentries to experience social unrest,
conflict and political instability.

Concerns over poverty are also, of course, a nisgoe. Many people noted that the
statistics have a tendency to hide the real effafctise crisis, most particularly that
growth rates hide dynamics that happen at the |@ndrof the income spectrum and in
the informal sector. There seemed to be consehatg addition to this being a crisis
for long-term development, there was a signifia&k that many of the gains in the road
to the MDGs will be reversed.

il. Macroeconomic Policy, Economic Structure

The discussion on how to handle the crisis oft@ssed over into discussing a longer
term development agenda. Many of the debates fnstryear were revisited in
considering ways to restructure the economy. Galiyethere was recognition that
policies need to deal with the short to medium lelngles that the crisis imposed and the
longer term structural constraints. The argumeatstherefore be divided into two
general categories: short-term crisis managemehloang-term developmental policies
that will better insure against future crisis.

Short-term

In terms of the short-term response to the cribexe was considerable discussion on
whether a countercyclical policy is possible iniééin countries. Some speakers noted
that most countries do not have the policy spacessary. However, others argued that
countercyclical strategies were possible evenwnitecome countries and countries
which rely on donor funding and it is an issuedwrntifying and easing the constraints to
countercyclical policies. In this context, it wasted that often an important constraint to
countercyclical policies is an excessively sevaiat dustainability framework employed
by the IMF. This debt sustainability framework ded¢o be reformed as argued by
developing countries at the G20 meeting in Londdhe G20 had called for a review of
this framework but had left it to the IMF and theokM Bank themselves to conduct it.
How this review was conducted was important astivasieed to have an independent



voice at the table. Perhaps the African DeveloprBamik could be involved in reviewing
the review. The crisis itself has provided a wiwdaf opportunity for reform and to
allow countries to define their agendas more prealgt This opportunity could be
short-lived, however, and it is necessary to takeatage of it now. Several specific
recommendations for short-term crisis managemenrg g@en. One very well-received
presentation emphasized the credit constraint ateocyclical policies and the need to
expand the fiscal space, including notably by &frmms.

Another presentation on this issue focused ondse of Sierra Leone, arguing that a
stimulus package is necessary and possible, art$ nede designed keeping in mind the
country specific impact of the crisis, differenbl®to counter the crisis, specifics of
implementation and the risks of inaction. A Keyma@sstimulus package was possible if
combined with substantial real exchange rate dewialn and the latter required a
managed exchange rate rather than a floating, mdetermined one. The devaluation
would ease the BOP constraint. In the case of &lezone, it has been estimated that the
high elasticity of exports to the real exchange ratans that the impact of a real
devaluation on the BOP constraint would be faithjc§ and substantial.

Another participant noted that a similar approaas wied in Uganda in the late 1980s,
but rather than exports responding to devaluatpmaling inflation was the result.
Clearly an appropriate macroeconomic framework mex®essary. A note of caution was
also struck on the risk of undermining the credypénd reputation of monetary
authorities in combating inflation.

Other policy responses are also necessary fronasaponal actors. Again, much of
these responses deal with long-term structuraéssiiregional and international bodies.
However, in a short-term way, emergency financimgusd be available to assist in
recovery efforts. The G20 had given primary, alhsage responsibility to the IMF but
multilateral development banks need to be morea@gtinvolved. The efforts by the
World Bank need to be expanded. The launchingheyfrican Development Bank of
an emergency liquidity facility through which re@wy funds can be channeled, was
welcomed, though it was confined to the middle-meacountries. ADB’s concessional
window, ADF (similar to IDA) had hardly had a sifjoant increase in the resources
available to assist the low-income countries ofrdgion to deal with the crisis. These
efforts need to be buttressed and implementedteféby

Long-term, Economic Structure

There was general agreement that the crisis haudidgiged the need for Africa to
reconsider its long-term approach to developmdongathe lines discussed in last year’s
Task Force. As noted above, in addition to diedfects, the crisis exacerbated many of
the longstanding development problems that existfiltan countries even though the
crisis had no roots in Africa. In addition, thenay currently be greater space within the
international context for Africa to reformulate piés. Another general note was that
countries should look very carefully at the meckars through which the crisis entered
Africa and negotiate accordingly in the future.r Egample, if the presence of foreign
banks and unilateral trade agreements proved prical; then those relationships



should be rethought or redesigned for the futuoe tike most part this discussion echoed
or revolved around the issues of development gfyatevered in greater detail at the
previous meeting, the report of which is availadtiéPD’s website

<www.policydialogue.org.
Some specific issues that received particular attemn this meeting included the
following:

Diversification There was a wide general agreement that Africdiamee on
extractive industries and agriculture made it patérly susceptible to the effects
of the crisis as terms of trade fell.

Learning, Industrial and Technology policy (LIT) It was noted that whether
there should or should not be some form of pratectim or state support is
unlikely to be the right question. Rather, whatricsuch interventions take is the
crucial issue. Some LIT policy works, while sontersbt. This is where lessons
from East Asia can be highly instructive. One kégment of successful
industrial policy is learning. Another is the nligtween protection and
competition. It was also noted that one of theybgy barriers to enterprise in
Africa is infrastructure and this has real implioas on what you can do with LIT
policy. This underlines the need for coordinati@mtween government bodies, as
discussed below.

The South African example was used to look at nadrilie problems related to
industrial policy within the political process. mAajor thrust of South Africa’s
industrial policy has been on the auto industrizefé were some question as to
whether this was a wise decision, given that tlogoses oversaturated. Some of
the decision may have been based on politicalesteggroups. However, much of
it had to do with the decision to enhance an imgubiat was inefficient but
existed during the sanctions era. South Africaldesen able to capture the market
on some aspect of the auto industry, for examplé\Bs&burces leather seats from
South Africa. The low barriers to entry for leatiheean that South Africa could
lose this edge very easily. Coordination betwemreghment agencies has also
been problematic. Infrastructure projects designetbmplement the industry
have been challenging. There also has to be awatidn between industrial
policy and finance and investment policy.

Employment Two participants argued that employment shouldtlieeacenter
of policy. Creating jobs would directly addresvexy. And it would involve
a change in the pattern of growth with greater fotlesmall and medium

enterprises.One view emphasized that it was not just a matftereating jobs
but also the quality of jobs as reflected in theed# work agenda of the ILO.

Social ProtectionSocial safety nets can go along way to provide ioashfor
the poor against implications of the financial issisHowever, where formal
social safety nets were absent before the crisgsalsprotection as a reaction to
crisis may not be appropriate, as the institutitvas are required take time to



build. Much of Africa relies on informal socialgiection networks, not formal
ones. Where formal networks do exist, those thaehbuy-in from a political
constituency have the most promise for sustairtgbili

» Other issues:Amongst the familiar list of issues pertaining tsined long-
term growth and structural change in Africa thdss teceived particular
attention in this meeting included the following:

o TaxesFunding fiscal expansion will require dealing wsitime of the
problems involved in tax systems. The familiarlppeons of tax
composition (heavy reliance on trade and consumpéres) and a
narrow base need to be redressed, in particulauatee taxation of
foreign firms’ profits from extractive industriea@the incomes
associated with assets held abroad (usually iliggay residents, but this
is a complex and longish term proposition.

o Physical infrastructure This important constraint requires greater
attention from donors and IFIs.

o Regional integration/trade has been very successful in East Asia; it is
easier to start with regional markets before enggtine global ones though
there were many constraints in Africa whose eashmld receive greater
attention( e.g. infrastructure, lack of economedsification which leads
to similar goods being traded)

0 Reducing or socializing the risksof investment in ways that encourage
learning and dynamic efficiency and do not resiatipdy in unproductive
rent-seeking.

iii. Global Financial Architecture

The financial crisis brings to light specific prebis in the global architecture. As with
the issues above, the crisis may represent a montet change is politically possible.
Many have noted the potential for this to be aalted “Bretton Woods moment.” The
global institutions and arrangements for maintajrgiobal financial stability have
experienced a dramatic failure and the policy raspse in the advanced economies have
contradicted many of the policy that have been iseplaupon developing countries. This
could provide space for alternative voices to ieflae and reform the institutions.

The global architecture is equally important imligf the external nature of this crisis.
Africa was hit hard by the crisis. However, as basn noted in the rest of this report,
Africa’s ability to insulate itself and react tcetlerisis is severely curtailed, not only
because of limited policy space, but also becaum®yrof the key mechanisms by which
Africa was affected and can recover are externélftica. For example, remittances are
dependent on employment opportunities in the WAsgeneral question, then, is not
only what should be done to make internationaltutsbns more developmentally
oriented, but how can African countries articulsti@tegies to develop in light of the
international environment?

Voice



The G20 has been gaining in relevance in internatiproceedings. This is to be
welcomed; however, there can be wide differencésden the views of the G20 and the
interests of the least developed countries. WIseB20 is more representative than G-8,
what should be the number following the G and iraindontext, remains an open
guestion.

Aid
The issue of aid came up several times during ig®udsion on the financial crisis and in
two presentations.

One presentation considered what type of perforemamticators were needed in order to
evaluate aid effectively. This included a recoignithat the Word Bank’s CPIAs, which
have been used since the 70s, suffer from a nuafbienitations, including implicit

views on what constitutes “good policies” and att@mt hidden conditionality,

subjectivity, and lack of transparency. The chagkewith designing a better tool is that

it needs to measure both outcomes and efficienagesne does not necessarily equate to
the other. For outcomes, the tool needs alsoftereintiate between growth and poverty
alleviation, and it further needs to do this oweret, as many interventions have a
significant time lag before they begin to show nputcome variables. Education is one
example of this.

One set of challenges for this presentation waspddormance indicators have a
tendency to depoliticize aid. First, there is @mplicit assumption that the effectiveness
of aid is dependent on decisions made within thgient country. In reality, donors and
IFls impose conditionalities whose impact may bgatiee, e.g. the IMF has been known
to impose a macroeconomic framework that often do¢gven allow the countries to
spend the aid they have been allocated in whicé itagll very clearly not be effective
(though this particular problem is less of an isma&y). In addition, there was some
discussion of the need vs. efficacy of aid dilemmmametimes countries where aid is not
effective are the ones that need the most help.

The five areas in aid identified for improvementtie Paris Declaration were the
following: alignment, accountability, ownership rimnization, and managing for
results. The second presentation on aid lookedhat was left out of the process; in
particular, the participation of civil society. vilisociety, of course, has many drawbacks
as it can be unrepresentative, unaccountable akohtpin expertise. However, these
drawbacks have to be managed as civil society znapkey role in creating
accountability networks between the poor and theegoments.

There was largely a consensus that the agendaftorring aid practices remained
unfulfilled in many respects. Some of the reformggibnor groups included the
following:

» Expanding policy spaceThere were several suggestions that donors should
expand policy space. One view was that if hetexquidicies are to be acceptable
to donors, countries should roll them out slowlythey are not accepted,



countries should think of ways to incorporate hatex policies into an overall
orthodox framework. One participant suggestedttiathallenge ultimately
might be to comply with international regulationkile maximizing policy space.

» Delivery The delivery of aid should be flexible, and thegress in implementing
the Paris and Accra declarations should be acdeterA related theme was that
donors should not cancel funding as a reactioretays in disbursement. Rather,
there should be a contractual agreement betweesrsland recipients that
stipulates that any delay in disbursements williitda bilateral discussions.

» Priorities There was some discussion of the relative impoetdinat aid
institutions should attach to poverty and the Mifieim Development Goals
versus medium to longer-term issues of sustainddlelopment. There was also
some question about whether poverty targeting escated in the MDGs might
be less fruitful than poverty alleviation technigukat deal with job creation (and
growth) and reducing inequality.

Financial Sector

It was generally noted that financial institutionsluding notably in the rich countries,
have not been doing what they are supposed toibg,da. mobilizing savings,
allocating them efficiently and managing risksat ltransaction costs. On the contrary,
financial liberalization has tended to increasentoes’ vulnerability to risk. In the U.S.,
innovations in the financial system revolved aroemdding accountability rather than
around providing more money to foster innovatidime domestic financial sector in
much of Africa has similarly been unproductive. South Africa, much like the U.S., the
“financialization” of the economy happened throtgbnsumeratization” without
promoting productive sectors.

The discussion on finance, then, can be broadlymptwto categories. First, how should
national governments manage local and internatifomahce? Second, how can the
global financial architecture ensure that financaEpotes development?

The discussion around managing financing lookddatprimary points:

» Capital markets On one sideif is clear that capital market liberalization ofte
exacerbated the capital flight in response to tissc African countries need to
rethink the way they liberalize and open up thapital markets.

» Local vs. International Banks The case for local banks was made for several
reasons. First, international banks are moreylikelpull out of foreign countries
wholesale than local banks, particularly Africamuctysies which are deemed to be
risky. In addition, making loans to productivetees requires local knowledge,
and thus local banks are best suited to direchieappropriately. It was
suggested that encouraging local banks can béiatlido a country if the local
banks do not have the opportunity to learn froneifpm banks. The rebuttal to
this was that foreign banks have proven that thewlsl not be learned from, that



countries should promote a different financial egsthan the dominant Western
model. There was a more specific discussion omcalse for domestic
development banks (see above).

In addition, one view that was expressed was tlitht thve massive subsidies
given to Western commercial banks, there is no thaylocal banks can compete
with Western banks without some sort of protectrom governments.

A general question was put to the Task Force: & m@ted that there is a mismatch
between savings and investments. Can there bechsew and better financial
institutions that can address this mismatch anldeise a possibility that it can emerge?
In short, how can financing be developmental?

The answers to this, on one view, should recogihiaemarket financial institutions are
seeking ever more short-term ventures, perhapsmeea so in the aftermath of the
crisis, and are therefore non-developmental. Tuitianal challenge, then, would be to
evaluate where the risks are and what kinds oitutgtns should be created to manage
that risk. It was recognized that there will bewey to entirely get rid of dysfunctional
financial institutions. However, there must berarease in the proportion of the
institutional arrangements that are socially cartdton rather than destructive. There
were several specific ideas around this:

* New Instrumentslike inflation index and GDP bonds could insuraiagt
instability.

* Multilateral Development banks have a role both in promoting longer term
financing and, as one participant put it, they sti@lso “put the fire out” by
providing emergency financing to hard hit develgpaountries. In addition,
development banks, it was argued, should step arevbommercial banks have
failed, and should play the role of collecting at@nneling savings into
productive activities that can promote longer tgnowth and dynamism in the
economy.

However, development banks will have to signifitaneéform if they are to be
effective at this. First, they must be more creatind move away from insisting
on improvements in governance and prudent fisclidyto qualify for aid.
Staying with “business as usual” will have a deletes effect on a countries’
ability to cope with the crisis as well as longatedevelopment prospects. In
addition, development banks need to cooperate more.

V. Concluding Remarks

Aside from the impact of the crisis on Africa, tipigrt of the meeting focused on a
number of policy issues. These included:



» The scope for countercyclical policies in Africaddmow the constraints might be
eased. Whilst there was widespread agreementeotietsirability of designing
appropriate countercyclical policies and easingcthestraints to such polices
(e.g. by reforming the debt sustainability framekvosed by IFIs), there were
some important concerns about the space for sudaigsoand the danger of
inflationary spirals.

* The role of donors and IFIs in helping countriealdeth the crisis, in particular
by increasing the concessional resources avaitalitee World Bank and African
Development Bank to assist low-income countries.

* The crisis had highlighted the need to deal withltnger-term issues of
sustained growth and structural change that had theefocus of the previous
meeting of the Task Force (these are reflectedaneport of that meeting,
available at the IPD website). In sum, this impb&panding the policy options
for Africa to get away from the straight-jackettbé “Washington Consensus”
and to be better informed by lessons of succepecedly in East Asia.

ll. Land, Agriculture and Climate

This year, another set of issues that were ondkada of the Task Force, pertaining to
the nexus of land, property rights, agriculture alwhate change. We feel that IPD’s
contribution to this debate could be twofold: fitst consider experiences from other
parts of the world which have gone through the gssf moving from a largely
agriculture based economy to an industrial econ@omymenting in particular on land
reform, property rights and titling. Second, wenteal to look at these issues in their
international context, to consider the local preesswithin the broader framework of
globalization. Finally, we had intended to looknatys that climate change will affect
these issues. Because of a conflicting meetingefPCC panel (and related meetings),
most of the relevant persons could not acceptifigation and this topic unfortunately
was given short shrift in this meeting. Howevee, ope to look briefly at the issue in
order to think about ways we can incorporate issfieimate change more thoroughly
in future discussions and in the book.

I. Land reform and titling

Land reform was instrumental to growth in East Adias important that Africa
prioritizes land reform as well both for growth agidtributive reasons. The challenges
involved in undertaking land reform are enormounsl wary dramatically between
countries and even regions within countries. Rarisfrica are moving from a situation
of land abundance to land scarcity. How land rmafshould be implemented is of course
of paramount importance. It is also crucial thet institutions and mechanisms that are
well placed to drive appropriate land reform armeniified and developed. For example,
local land reform efforts need local buy-in but glibnot necessarily be entirely in the
hands of the chief system.



This discussion looked broadly at the issue of laidrm, outlining lessons learned from
around the world, and also looked particularlyhat issue, using several case studies
from within Africa.

Institutions

Land reform policy is a very contentious issue Hredpotential to get it wrong is very
high. When gotten wrong, land reform processesheare disastrous outcomes. It can
lead to an increase in the landless poor or foroentiict. It can also lead to a worsening
of the agricultural outputs of a country or degrétienutrition of a population. The
institutions that structure land reform have a sigant impact on the results. The
conversation around land reform was delineate@werml ways:

It was noted by several participants that the nafrtjie most successful land
reforms have been done by authoritarian regiméss did not mean, however,
that land reform was an impossibility in other tymé regimes but rather the point
was intended to underline the difficulty of gettingth the political buy-in and
security needed to make the reforms go throughadswthat land reforms often
involved “toughness” on the part of the state.

Following from this, in order to invest in land,lyoeed security, but that requires
public legitimacy. Traditional lands might comeartonflict with some of this, if
lands are entrusted in customary or chief base@sys

Market-driven security is risky for other reasonsre® you title land, you
increase the risk of the poor farmers being booghtespecially when in distress,
so it can paradoxically lead to landlessness (thssbeen an important concern,
e.g. in Ethiopia and Vietnam where land rights security has stopped short of
full ownership which includes the right of alienliy). Social security systems to
protect people may need to be in place before csterights are put in place.

Case studies on Institutions:

Rwanda

Rwanda’s history of conflict has resulted in verstidictive land issues, largely
because of the waves of immigration from neighlgpdauntries and
emigration/return migration of the local populati@specially the RPF) that has
characterized so much of the population movemerds the past several decades.
Land divisions in the East of the country are steally more equitable than
other parts of the country, even though the Easskan the most tension around
competing refugee/return migrant land holdingsisTélargely due to radical
RPF policy. People accept the radical policy beeahe government has strong
military power which can over-ride dissent. MafyR#F supporters are local
leaders who support the policy and thwart oppasitibhe sustainability of the
land tenure system is thus linked to the strength@RPF.

Tanzania



Historically, Tanzania’s land reform had involvetdeavy hand of the state. In
the neo-liberal era, the government began tolatid through authorities charged
with overseeing the land tenure process. Thigdésmdted in increased
administrative costs which have undermined therstgaef land belonging to the
poor. At the same time, the destruction of manghoards and subsidies has
meant that there is very little support for poaniars. The new laws pose a risk
of increased landlessness, which needs to be glhiagienst.

Policies

Institutions are important. However, policies eng@ortant too. The land reform process
has historically been extremely contentious. Inegal, it was noted that policy makers
should look to examples from around the world sridessons on what works and under
what circumstances. Of course, it is also insivedb look at what does not work. A few
participants noted that one of the major impedimémtiand reform particularly in
Southern Africa is that the term is often equatét the unfortunate experience in
Zimbabwe.

A variety of potential policies were put forward@stions or tools to assist in the land
reform process:

Expropriation vs. Paying for land at market pricésything less than market
prices will lead to resistance and potentially élection of laborers for fear that
laborers will become claimants. It might feel aga when it results in giving
wealth to people who have illegitimately acquirkd tand, but the costs of
expropriation may be higher than the benefits. ré&meay be a benefit, however
to having the option of expropriation, as it coptdvide incentive for land
owners to negotiate a smoother land reform proc&ks. case of Brazil was cited
as a place where expropriation did not have disastconsequences. It was also
noted that varying but significant degrees of eppaiion were an important
element in the land reforms in several East As@mmtries, including not only
China but also Taiwan.

It may make little sense to take land from prodiuecplantations. At any rate, it is
more feasible and less disruptive to take unddized land.

Land must be distributed equitably and fairly. rRanent residents should be the
first beneficiaries both because they have expeeiémfarming and because
relocating people is very costly. In order for thed to be utilized well, the
beneficiaries must be able to decide how to stredtie mode of operation (i.e.
individual, shared, coop, etc.).

The first few thousand square feet distributed poeda spike in income and
nutritional benefits, which levels off afterwardi.could therefore be a good idea
to start by distributing plots that are smallislalso extremely detrimental if you
run out of land before all potential beneficiarese received land.



The tax structure can lower the value of land. @&@mple high taxes on unused
land and progressive taxes on land holdings (eslhean view of the fact that
small holders tend to be more productive). Thislalp ameliorate some of the
market imperfections in land use and assist in kketdased approach.

Case Studies on Policy:

South Africa

The first part of the South African land reform igglis restitution, which is an
extremely complex process because negotiatingdasts with the state leads to
price explosion. There are legal impediments fepriation, and in any event,
land expropriation has problems, but in this contiesould be useful as a last
resort in order to strengthen the government’s hamegotiations on land prices.
One weakness of the policy is that there is noritice to search for alternative
land if the original land cannot be restituted.dR&ibution is also part of South
Africa’s land reform program which is a market atsil program.

Rwanda

After the genocide in 1994, Rwanda enacted a rhidind reform policy in the
east of the country. Many of the Tutsis who haddioutside of country came
streaming back when the RPF took power and weogvall to settle in the vacant
land in the East of the country rather than go lhadkeir ancestral lands. They
acquired land by equally dividing the land of thieigmal inhabitants. This served
the useful purpose of allowing those whose landsdcoot be restituted an
alternative plot of land.

I mplementation

A good policy or law will be useless if it is nobplemented properly. Good institutions
are of course vital to good implementation, but sgrlicies are easier to implement
than others. The following points were made irrefice to land reform:

In order to assist in implementation, regulationsudd as much as possible
correspond to local customs. One participant golimut that programs in South
Africa tended to be top-down and were expert drirsgher than community
driven.

People should be informed of their rights whichlddwelp enforce proper
implementation as they assert those rights.

Often the cost of land makes up only a sizablefdoutrom dominant, portion of
the cost of land reform. Other costs include mgwnrelocating people, legal
fees, providing inputs and support services, andihg different government
bureaucracies that are handling different aspddend reform. When
formulating policy, the costs and feasibility ofplamentation should be an
important concern.



» The timing of different parts of land reform progr&in critical. This could
require a great deal of coordination among diffeegms of government and the
private sector.

Property Rights

The conversation around titling is very similar laigo very different. Hernando de
Soto’s overly-simplistic advocacy of land titling a way of providing poor people with
an asset to hold in collateral with banks in otdeget loans has had significant influence
within the development community. When consideneithe wider context of land
reform, the issue of land titling is very problemdor many of the issues discussed
above. The narrow focus on property rights and @does not address the more
fundamental issues of how the agricultural produtgtican be spurred forward and how
land can be allocated more equitably.

Whether individualization of land rights is safedasirable is highly context specific. In
some cases formalizing land rights had protectha@ositive results, as in China and
Andhra Pradesh in India. However, in other plageguding in Africa, titling has led to
the ouster of existing small holders or an exchusibexisting holders of traditional
rights. Therefore, the desirability of titling r=eto be carefully considered.

One presenter also called into question the oveoalhdness of de Soto’s assertion based
on research from Tanzania:

* The process of titling land is politically contemis and has the potential to
produce negative social outcomes, as discussed befothe case of Tanzania,
the land titling process can be equated to lanatrmebn the free market. It
resulted in a huge administrative overhang in whinghprocess of issuing titles is
severely delayed; stratification by income, andlagization,” has actually
undermined the security of land belonging to ther@md threatens to create or
exacerbate landlessness.

* Banks are highly risk adverse vis-a-vis poor videgand land titles do not
change that. In order for land titles to work aBateral for loans, the bank would
have to at least nominally be interested in caltgcon the land. Interviews with
bank officials indicated that they would only exddnans to poor people if the
risks were socialized, whether they had land tiblesot was of little relevance.

Gender

Rights over land for women are usually secondayytsi. That is, in many areas women
are primarily responsible for working the land buhight be a man who interacts with
the state. Thus, when relationships to land amadbzed, there is a real danger that
women will lose their rights to land. In some a&sach as Bangladesh and Rwanda,
women have been granted formal property rightsthisdagain has changed the
dynamics in the home. In some cases it has faktesharp increase in divorce.

il Agriculture



Closely related to land is the issue of agricultuitavas noted that the land make up of
different countries is dramatically different. Tafore policies around agriculture have
to be considered at the country level and considekirica as a whole is somewhat
limited. For example, one participant explored ttietory of land in South Africa,
underlying the particular institutional context whiis very specific to South Africa.
However, there are commonalities, particularly edesng how Africa is imbedded in
the international context, that can be instructive.

The discussion on agriculture ranged from growtméwket potential to the importance
of linking agriculture to industry.

Expanding Agriculture

In sub Saharan Africa, per capita agricultural girotas increased in recent years. This
has not been due to productivity growth but ratieea result of land expansion. Food
prices also affect growth in the agricultural secés rising food prices benefit food
sellers (though they have a negative consequena®iestic consumers).

The following points were made in regards to expagdfrica’s agricultural sector:

» Under-utilized land It was noted that whilst parts of Africa are becoga place
of land scarcity, there are large tracts of larat #re under-utilized. Land
scarcity is a feature of populous countries, batdhare countries with land
abundance. This is particularly true of the Afncauinea Savannah, the
“sleeping giant” of highly cultivatable land. Itas noted that the assumption that
large areas of under-utilized land are availabllesithe fact that governments
often claim that land in order to attract commédritigestment even when there
are local demands for land. In addition, a lang@ant of land is being bought by
large-scale foreign companies, which can underithiedand rights of the poor.

» African Green Revolution In last year’s meeting, we considered the prospefcts
an African Green Revolution, emphasizing the rdleesearch. What is needed
for an African green revolution came up again tt@ar throughout the discussion.
In addition to using under-utilized land, the protivity of agricultural land must
be increased. This can happen most directly thr@aggicultural inputs, including
fertilizer and irrigation. In this context, oneew expressed was that the Green
Revolution, at least in India and Pakistan woultlheove been possible without
the socializing of some of the risks of investinghe new technology, notably
via support prices but also including input sulesdiThere is also the very recent
and very pertinent example of Malawi’s fertilizersidies — despite donor and
World Bank pressure against such subsidies — #hlmajor impact on raising
food production. On this view, there is a compelicase to learn relevant lessons
for Africa and how might they be adapted in spedaigro-climatic and country
contexts.



* Research and Developmem key aspect of the green revolution is producing
locally-appropriate research that can be usedyfrethis is significantly hindered
by intellectual property rights on one hand and timnestic capacity for research
on the other hand. In addition, research and deweént is not sufficiently
focused on the right issues for Africa. For examiyilis not focused on issues
like rain-fed agriculture.

» TechnologyAdopting technology is also key to expanding adtical output. In
some cases, countries simply lack the capacitgoptanew technologies.
Globally, the technology gap in agriculture is wideg. This should be a focal
point of government investment.

* Family or commercial farming The debate between family or commercial farms
has gone on for decades. Successful commercmakfar Africa have relied on
subsidies. The advantages of small farms areestdlblished, notably lower
agency costs and higher land productivity. Butehae also some disadvantages
to family farms, many of which can be overcome bgtcact farming, farm
machinery rental, and farmers associations. Ihig the case that the
desirability of family vs. commercial farms is depent on the type of crop or
location. Areas of low population density, plam@atcrop farming, or for
horticultures for export might be areas where conerakfarming has advantages.

Markets

There was some suggestion that in the short tourretirm regional markets might be
the way forward for food crops or more generallyrfon-traditional agricultural exports.
Another participant noted that there should belartz® between small and large-scale
farming and domestic and export trade. Since bgtan countries are net importers of
food, there was also a suggestion that agricutnight be an area where import
substitution could be appropriate.

Major impediments to entering the international ke#s include:

» StandardsFor the most part, African agriculture does notéhthe quality
standards for entry into global markets. Theraukhbe quality standardization,
perhaps starting on the regional level.

» Infrastructure The cost of transporting goods is one of the majpediments to
developing international or regional markets.

Case study: Rice

One presentation detailed the Coalition for Afri¢dine Development Initiative. Rice, it
was argued, would be an excellent crop to devedopdth the domestic and
international market. First, African countriesdnyd large import rice so there is some
scope to replace the foreign with domestic supfgcond, the growth of rice production
in Asia is declining, so there is a potential gagt itan be exploited. Finally, rice can be
grown in lowlands that are not suitable for otheps.



Linkages to Industry

It was noted by several participants that agricalghould be integrated into a value
chain or industrial policy. In some ways, there eompeting motivations for developing
the agricultural sector. Food security is essérti@mvever, vying for a share of the
global market in a way that can transform the econmight privilege agricultural
development that has industrial linkages.

The discussion included the following points:

» Agriculture as preconditions for industrialization One presenter noted that,
based on the Asian experience, the green revolutiast take place before
industrialization. The green revolution increapeaductivity growth, increased
incomes for the majority of the population, and@ased demand for industrial
output.

» Agro-processingAnother key feature of the South East Asia’s adiical sector
is that there are linkages between industry anigature through agro-
processing, etc. Last year’'s meeting provided lextteexamples of this in the
presentation on the flower and leather industridstiiopia.

* Industry vs. food There was some debate about the outsourcing dfftarbio-
fuels. On one hand, it was pointed out that dgyeatpthe bio-fuels sector could
potentially be a new opportunity to integrate agjtiore with industry. The
drawbacks, however, are potentially severe. Itreanlt in a loss of land for
smallholders or compromise food security.

* Industrial policy affects on agriculture Industrial policy can also strengthen the
agriculture sector. A case study of South Afrinalgzed the value chains of
several crops in South Africa. It was clear that $weeping liberalization and
dismantling of control boards in Africa had oftexl to cartels which control
whole chains of production in given markets. Cofitio& policy may not be
adequate to break these cartels, and industriadypslrequired.

Climate Change

There was some debate as to whether the effectsrate change on agriculture on a
significant scale were being seen yet. One presemade it clear that climate change
was very much affecting Africa, using data from 8ahel. Any agricultural strategy will
have to look at the way climate change will chatigepotential uses of land in Africa.
This is an area that requires more attention frioenTiask Force.

Conclusion, next steps

This year’'s Task Force covered a variety of issl@®m the papers presented, we plan
to put together a volume on agriculture and lavée therefore welcome comments from
the Task Force members on what elements of agrrewtere not covered in the meeting
and more generally on what should be the direaih priorities for this exercise.




We are also interested in exploring further worll possible publication options for the
financial crisis presentations. The book formatléarly not appropriate for much of the
discussion because the information will be outdapgidkly. However, many of the
discussions can be reformulated slightly to foaushe deeper issues involved in
stability and growth. There were many issues daisg¢hat context that could do with
further exploration. These include, in particulamge pertaining to countercyclical
policies in low-income countries; mechanisms tasaseem in dealing with adverse
exogenous shocks; the global financial and econanaigitecture; and financial sector
policies. Other issues for future work of the T&skce that were raised but not explored
adequately pertained to climate change and aid.



