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The challenge of feeding a world population of 9 billion people by 2050 can be met only
through vibrant, productive, profitable and sustainable food and agriculture sectors, par-
ticularly in developing countries, where the bulk of food is grown and consumed. Similarly,
well-functioning agricultural markets and agribusinesses that are inclusive and efficient—
and that optimize the sustainable production and distribution of food—are essential for a
food-secure future for all.

The numbers relating to the agriculture and food sectors are stark and the challenges
multifaceted. Currently, more than 800 million people go to bed hungry every day. Food
demand is projected to rise globally by at least 20% over the next 15 years, with the largest
increases in Sub-Saharan Africa, South Asia and East Asia. At the same time, agriculture
is both a contributor to climate change, accounting for 25% of greenhouse gas emissions,
and is adversely affected by it. Agricultural value chains need to be dynamic, productive
and efficient if the sector is both to thrive in the face of climate change and to be part of
the solution.

The World Bank Group's Enabling the Business of Agriculture (EBA) project measures and
monitors regulations that affect the functioning of agriculture and agribusiness. The ulti-
mate aim is to promote smart regulations that ensure efficient processes that support
thriving agribusinesses as well as safety and quality control.

Building on the findings of a pilot phase last year, the World Bank Group is pleased to pres-
ent this first full edition of Enabling the Business of Agriculture: Comparing Regulatory Good
Practices. It provides analysis and results from 40 countries, covering all world regions and
all income groups.

Eighteen indicators, covering six topics, have been developed to address various aspects
relating to production inputs and market enablers that facilitate farmers, firms and pro-
ducers to sell their goods and services. The indicators measured in this year's report cover
seed, fertilizer, machinery, finance, transport and markets. Four additional topics—land,
water, livestock, and information and communication technology—are under development
and will be included in next year's report. Two overarching themes—environmental sus-
tainability and gender—have also been explored so that the indicators being developed
encourage inclusive and sustainable practices.

Given the significant public interest in the EBA project, and as part of its commitment to
openness and transparency, the EBA team continues to seek input from relevant stake-
holders and experts to further strengthen the research methodology and analytics as well
as expand country coverage. We invite you to provide comments on the EBA website at
http://eba.worldbank.org/.

As the international development community accelerates efforts to achieve the new
Sustainable Development Goals, particularly SDGs 1and 2, which call for ending extreme
poverty and hunger by 2030, sustainable development of the food sectors and agriculture
must be at the front and center of the global community’s response. This publication and
its findings contribute to that overall effort.

G52 AU

Augusto Lopez-Claros Juergen Voegele
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ABOUT ENABLING THE
BUSINESS OF

Agriculture and the business created
by it are major sources of income and
employment for a large share of the
world's people. Vital for food securi-
ty and poverty reduction, the business
of agriculture affects rural livelihoods
everywhere.

Growing food demands call for greater
attention to strategies to develop the
business of agriculture. Indeed, meet-
ing the rising food demand of a global
population expected to reach 9 billion
people by 2050 is a major challenge—
even more so in the face of increasingly
adverse natural conditions.! The evolu-
tion of urban food demand in developing
regions illustrates the need for agricul-
tural value chains and institutional set-
tings that are both more efficient and
more effective.

An enabling environment for the busi-
ness of agriculture is critical to respond
to evolving market trends. It includes
macroeconomic and sector-specific
laws, policies, regulations, support ser-
vices, information structures and labor
force preparedness. It sets the stage for
all business activities that have to do with
producing goods on farms and transport-
ing them to processors and consumers.
Understanding this environment can
help create policies that facilitate doing
business in agriculture and increase the
investment attractiveness and competi-
tiveness of countries.?

Enabling the Business of Agriculture 2016
measures regulations that impact firms
in the agribusiness value chain, provid-
ing data and analysis that allow policy
makers to compare their country’s laws
and regulations with those of others.

Clear and accessible laws foster a busi-
ness environment that benefits all mar-
ket players—from farmers, including the
more vulnerable such as female farmers
and smallholders, to consumers and
large investors. But when regulations are
too complex, unpredictable or discrim-
inatory, they raise costs and cut incen-
tives to enter formal and competitive
markets. A World Bank study in Ethiopia
in 2012 showed that a weak regulatory
system that fails to guarantee seed qual-
ity results in farmers paying higher pric-
es for seed of suboptimal quality, with
yields up to 50% lower than expected.?
In Mali agricultural cereal traders ranked
regulatory uncertainty among the tough-
est barriers to market entry.#

What does Enabling the Business of
Agriculture 2016 measure?

Enabling the Business of Agriculture 2016
enables policymakers to identify and
analyze legal barriers for the business of
agriculture and to quantify transaction
costs of dealing with government regu-
lations. Ten topics have been developed
to cover different aspects of production
inputs and market enablers: seed, fertil-
izer, machinery, finance, markets, trans-
port, information and communication
technology (ICT), land, water and live-
stock. Two overarching themes—gender
and environmental sustainability—have
been investigated to ensure that the indi-
cators being developed encourage inclu-
sive and sustainable practices. Although
women are 43% of the global agricultur-
al workforce, they face many constraints
that limit their participation in agricul-
tural value chains. This report includes
a review of issues that are restrictive for

women in the topics covered. Because
of agriculture’'s dependence on natural
resources, the environmental sustain-
ability topic investigates plant genetic
resources and water resources man-
agement. Both will be developed further
next year.

The choice of indicators was guided
by a review of academic literature and
case studies and by consultations with
key stakeholders, including civil society
organizations, partner institutions, prac-
titioners, public and private sector rep-
resentatives, researchers and technical
experts.

Regulations are the bedrock of a coun-
try's enabling environment. Well-de-
signed laws and regulations—supported
by strong institutions and efficient
administrative procedures—are neces-
sary for agriculture to prosper.

The Enabling the Business of Agriculture
methodology targets smart regula-
tion in each of the measured areas for
inputs and enablers. Smart regulation
—striking the right balance in ensuring
proper enforcement of essential safe-
ty and quality control while avoiding
excessive regulatory burdens for value
chain players—is good for the business
of agriculture. It can improve services
and products and lower costs. EBA con-
siders more than the sheer number of
regulations and does not necessarily
promote deregulation. In fact, several
indicators, such as fertilizer quality con-
trol and domestic plant protection, pro-
mote more regulation since the laws and
regulations need to set appropriate stan-
dards in these areas to ensure health and
food safety.
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presents two types of indicators. De
jure or “legal” indicators stem direct-
ly from reading the laws and regula-
tions to measure their quality. De facto
or “time and motion” indicators reflect
the efficiency of a country’s regulatory
environment—such as the number of
procedures and the time and cost to
register fertilizer products, register seed
for sale and export agricultural goods.
All indicators were designed using
specific rules that are applied equally
across countries to ensure that the data
are comparable.

A key development presented in this
year's report is the scoring methodol-
ogy for legal indicators on six topics:
seed, fertilizer, machinery, finance,
markets and transport. This methodol-
ogy assigns scores to certain legal and
regulatory dimensions and serves one
of the main objectives of the Enabling
the Business of Agriculture project: to

ENABLING THE BUSINESS OF AGRICULTURE 2016

provide governments with defined
good practices that can inform policy-
making and trigger reforms based on
the examples of other countries. The
scoring groups various data points for
all six topics around three cross-cutting
categories:

= Operations indicators measure the
requirements for local companies to
enter the market and conduct agri-
business activities.

®*  Quality control indicators measure
the regulations governing plant
protection, the safety standards for
users of agricultural machinery and
the quality control associated with
seeds and fertilizer products.

*  Trade indicators measure trade
restrictions on exporting agricul-
tural products, importing fertilizer
and tractors and transporting goods
across borders.

Comparative results on countries’ laws
and regulations help identify weakness-
es and highlight ways to overcome them.
The scores were developed at the indi-
cator, topic and cross-cutting category
levels (table 1). The rules for scoring each
question are described by topic in the
Topic Data Notes (appendix B).

Time and motion indicators, although
presented and analyzed in the report, are
not assigned a particular score (table 2).
The reason is that some processes are
clearly necessary, as with the tests for
evaluating and registering new seed vari-
eties and the technical review by a vari-
ety release committee, while others may
be redundant, as with additional ministe-
rial approval after the technical review.
Since the times for taking the tests
depend both on regulations and country
cropping seasons, it would be unfair to
penalize countries for their geographical
conditions. The individual good practices
have been singled out and scored under

TABLE 1 Assigning scores to legal and regulatory dimensions helps governments define good practices

OPERATIONS

Seed registration (0-100)
Seed development and
certification (0-100)

QUALITY CONTROL

SEED SCORE
(0-100)

FERTILIZER Fertilizer registration (0-100)

Fertilizer quality control
(0-100)

Fertilizer import requirements

FERTILIZER SCORE

(0-100) (0-100)

Tractor dealer requirements

MACHINERY
(0-100)

Tractor standards and safety
(0-100)

Tractor import requirements

MACHINERY

(0-100) SCORE (0-100)

Microfinance institutions
(0-100)

Credit unions (0-100)
FINANCE

FINANCE SCORE

MARKETS

Truck licenses (0-100)

Agent banking (0-100) (0-100)
E-money (0-100)
Warehouse receipts (0-100)
) . MARKETS SCORE
Production and sales (0-100) Plant protection (0-100)
(0-100)
Cross-border transportation TRANSPORT

(0-100) SCORE (0-100)
OPERATIONS SCORE QUALITY CONTROL SCORE TRADE SCORE
(0-100) (0-100) (0-100)
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TABLE 2 Time and motion indicators reflect the efficiency of administrative processes related to a country's

regulatory system

Seed registration:
Procedures, time and cost

OPERATIONS

QUALITY
CONTROL

TRADE

Fertilizer registration:

FERTILIZER Procedures, time and cost

Fertilizer imports:

Cost of import permit and importer registration for

importers of fertilizer

MACHINERY

Tractor imports:

Cost of import permit and importer registration for

importers of tractors

FINANCE

MARKETS

Agricultural exports:

Documents, time and cost (per shipment)

Truck licenses:

Time, cost and validity of company licenses,

truck permits and vehicle inspections

the legal indicators. They were grouped
in the categories on operations and trade
requirements. The methodology on time
and motion indicators will be further
developed next year.

Building on findings presented in the
2015 progress report covering 10 coun-
tries, Enabling the Business of Agricul-
ture 2076 covers 40 countries in seven
regions (map 1).> Different criteria have
been used to select the countries, includ-
ing ensuring adequate representation of
all regions and different levels of agricul-
tural development. Data collection will
be further scaled up to 60 countries in
2016.

How are the data collected?

Enabling the Business of Agriculture indica-
tors are based on primary data collection
through standardized questionnaires
completed by expert respondents in
each target country. Once the data are
collected and analyzed, several follow-up
rounds address and clear up any discrep-
ancies in the answers the respondents
provide, including conference calls and
written correspondence. The preliminary
answers are then finalized and shared
with governments for further validation.

The data in this report are current as
of March 31, 2015, and do not reflect
any changes to the laws or administra-
tive procedures after that date. Figure 1
shows the steps in the process from data
collection to public release.

Chosen from the private sector, the pub-
lic sector and civil society, respondents
include firms, academia, financial insti-
tutions, professional associations, farm-
er organizations and government min-
istries and agencies. These individuals
and organizations know their countries’
laws and regulations and how they affect
people involved in agriculture. Involving
various experts increases the accuracy of
the data by balancing the possible bias-
es of different stakeholders. So reaching
out to both the private and public sectors
helps compare the perspectives of all
parties.

Enabling the Business of Agriculture data
are collected in a standardized way to
ensure comparability across countries
and over time. Following the method-
ological foundations of Doing Business,®
questionnaires use a standard business
case with assumptions about the legal
form of the business, its size, its loca-
tion and the nature of its operations for
each topic applied for all countries (table

3). Assumptions guiding respondents
through their completion of the survey
questionnaires vary by topic (see Topic
Data Notes in appendix B). In addition, in
the interest of comparability, the values
in the assumptions are not fixed values
but proportional to the country's gross
national income (GNI) per capita.

What does Enabling the Business of
Agriculture not measure?

Many elements that shape a country’s
enabling environment are not captured
by Enabling the Business of Agriculture
indicators. Broader macro-level aspects
pertaining to the political, social and eco-
nomic spheres of a country, for example,
shape the climate of its economy, but are
not now an area that EBA covers.

Policies, institutions, infrastructure
and support services—many shaping
a country's capacity to implement and
enforce its regulations—are also key
determinants of the enabling environ-
ment that Enabling the Business of Agri-
culture 2016 has not targeted. Other vari-
ables characterizing the market—such
as prices, stock market trends, govern-
ment expenditures and investments—
are not directly comparable and require
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MAP 1 Geographical coverage of Enabling the Business of Agriculture 2016

This map was produced by the Map Design Unit of The World Bank
The boundaries, colors, denominations and any other information
shown on this map do not imply. on the part of The World Bank
Group, any judgment on the legal status of any terrtory, or any
endorsement or acceptance of such boundaries.
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a methodology outside the scope of
EBA's current capacity. While EBA is
interested in expanding into these areas,
they are not covered by this report’s
indicators.

Much activity in rural areas, from
employment to the production and sale
of goods, happens through informal
channels. The complexity of regulations
and the time and cost they impose, could
be reasons for this, as could the quality
of institutions, extension services and
physical infrastructure. The current focus
of indicators presented in this report is
on measuring official laws and regula-
tions and not these other areas.
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Benchmarking has its benefits and limita-
tions. Quantitative data and benchmarks
can be effective in stimulating debate
about policy, enhancing the ability of
policymakers to assess progress over
time and making meaningful international
comparisons. But using assumptions to
ensure global coverage and comparabil-
ity across countries can generalize and
exclude some context-specific informa-
tion. To address some of these limitations,
understand what regulatory reforms are
most effective and see how these issues
are shaped by the context, data must be
consistently collected over a number of
years to combine global benchmarks with
context-specific information.
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What is in this year's report?

This year's report presents the main
results of the team'’s effort over the
last 12 months to collect and analyze
new data and to develop indicators that
can help governments make informed
decisions about the enabling environ-
ment for agribusiness activity in their
countries.

Feedback is welcome on the data,
methodology and overall project design
to make future Enabling the Business of
Agriculture reports even more useful.
Feedback can be provided on the project
website: http://eba.worldbank.org.
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FIGURE 1 Data collection, verification and analysis

Step Questionnaires emailed to local respondents in the
measured countries

Data collected by email, telephone, or personal interviews

Data consolidated and analyzed

Selected data verified through desk reviews of available
resources, including country laws reviewed by legal experts

Multiple rounds of follow-up conducted with questionnaire
respondents to validate data

Data aggregated using various scoring methodologies to
construct indicators

Data shared for validation and review with governments and
World Bank Group country offices

Enabling the Busines of Agriculture 2016 report and indicators
peer reviewed

Enabling the Busines of Agriculture 2016 report and indicators
cleared by World Bank Group management

Public launch of Enabling the Busines of Agriculture 2016
report and online database
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TABLE 3 EBA questionnaires use a standard business case with assumptions

ASSUMPTIONS USED TO STANDARDIZE THE BUSINESS CASE

FERTILIZER

MACHINERY

FINANCE

The seed variety:

Is a maize variety that has been developed by the private sector.

Is being registered for the first time in the country.

Has not been registered in any other country.

If maize varieties are not being developed by the private sector in the country, is an imported maize variety, which may have
been previously registered elsewhere.

The business:

Is a fertilizer importer.

Imports fertilizer to sell in the country.

Has registered at least one new fertilizer product in the country.

Does not operate in an export processing zone or an industrial estate with special import or export privileges.
The fertilizer product:

Is a new chemical fertilizer product that has not previously been registered in the country.

The business:

Is an importer or dealer of agricultural tractors.

Does not operate in an export processing zone or an industrial estate with special import or export privileges.
The tractor:

Is a new or second-hand two-axle/four-wheel drive (4WD) tractor.

High-income countries are not measured by the finance topic.

Microfinance institutions:

Can take deposits, lend and provide other financial services to the public.

Are licensed to operate and supervised by a public authority.

Credit unions:

Are member-owned, not-for-profit financial cooperatives that provide savings, credit and other financial services to their

members.

(continued)
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TABLE 3 EBA questionnaires use a standard business case with assumptions (continued)

ASSUMPTIONS USED TO STANDARDIZE THE BUSINESS CASE
MARKETS The business:

Performs general agricultural trading activities.

Does not operate in a special export processing zone.

The contracted product:

Is the most produced non-processed non-cereal product in terms of gross production value (current million U.S. dollars).2
The export product and trading partner:

Is defined and grouped as cash crops, cereals, fruits and vegetables according to the Harmonized Commodity Description
and Coding System 1996 version (HS 96).°

For each country, the combination of the product and the partner country that represents the highest five-year average
export value (in U.S. dollars) is selected.

The shipment:

Is transported via a 20-foot full container-load.

Weighs 10 metric tons.

Is assumed to comply with any fumigation requirement for the packing material (such as wood pallets), treated and marked
accordingly.

TRANSPORT IR NS
Is a limited liability company.

Is 100% domestically owned.

Has between 5 and 10 employees.

Owns a maximum of five trucks and each truck has two axles and a loading capacity of 20 metric tons.©
Rents a garage.

Transports agricultural products within the country, including perishable goods.

Does not transport fertilizers, pesticides or any hazardous products.

Note

a. All data are sourced from FAOSTAT, using the production data of 2012 (the latest available year). Cereal crops are excluded from the analysis because they
are less suitable for agricultural production contracts due to certain characteristics, including the high risks of side-selling due to well-developed local or
export markets, the reduced need for technical assistance in order to meet market specifications and the smaller price differentials at each point in the supply

chain.
b. All data are sourced from the UN Comtrade Database, using the export data from 2009-13.

[ A truck is defined as one tractor unit, excluding the trailer.
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1. OVERVIEW

The Enabling the Business of Agricul-
ture 2076 report covers 40 countries
in seven regions. Ten topics have been
developed to measure regulations that
can impact firms in the agribusiness
value chain, providing data and analy-
sis that allow policy makers to compare
their country’s laws and regulations
with those of others. A scoring method-
ology that is based on good practices
in relevant regulatory dimensions has
been developed for 6 of the 10 topics
measured: seed, fertilizer, machinery,
finance, markets and transport; the
remaining topics (land, water, livestock
and ICT) will be further developed and
scored next year.

Enabling the Business of Agriculture pro-
motes smart regulations that ensure
safety and quality control while at the
same time promote efficient regulatory
processes that support agribusiness-
es. Regulation in agriculture is justified
to address market failures and protect
safety, health and the environment. But
some governments do not tackle these
issues through appropriate regulation.
Regulations may introduce burdensome
procedures that shift economic activi-
ty to greater informality and corruption
without even attaining the original objec-
tives.! So it is important to assess the effi-
ciency and quality of specific regulations.
The EBA methodology highlights smart
regulation in each of the measured areas.
This methodology has been informed by
an extensive literature review and con-
sultations with experts.

For chemical fertilizers, for example,
controls are necessary to prevent dam-
age to the soil and adulterated fertiliz-
er use but excessive tests that prolong
fertilizer registration for years and cost
thousands of dollars are difficult to
defend.? Similarly burdensome import
procedures, which require fertilizer
importers to make purchases months
in advance, can hinder market access.
EBA assigns higher scores to countries
with laws requiring the labeling of fertil-
izer and prohibiting the sale of open or

mislabeled fertilizer bags. At the same
time, countries that allow the private
sector (including foreigners) to import
fertilizers or do not require re-registra-
tion if the product has been already reg-
istered in another country are also seen
as following good practices and given
high scores.

Smart regulations can improve products
and services and lower costs for agri-
businesses. Specific country examples in
the agricultural sector show the impact
of good regulatory reform on improving
the supply and lowering the prices in the
seed and mechanization markets in Ban-
gladesh and Turkey,? in the fertilizer sec-
tor in Bangladesh,* Kenya® and Ethiopia®
and in the maize industry in Eastern and
Southern Africa,” among others.

But apart from these country-specif-
ic examples, there are few data that
can help to better understand the link
between regulations and agricultural
productivity on a global scale. Extensive
literature on the matter focuses on the
existence or quantity of regulations, but
few studies look at the quality of those
regulations.® EBA attempts to fill this gap
by assessing regulatory quality across a
wide range of countries, thus providing
a basis to understand how regulations
affect economic outcomes.

Where are agribusiness regulations
smarter?

A color coding system displays a syn-
thetic measure of a country's EBA score
in a particular topic to signal a country's
adoption of good practices and areas
where improvement is needed (table 1.1).

Colombia, Denmark, Greece, Poland and
Spain score above average in all topics
measured (dark green or green in table
1.1).° In general, these countries have a
higher number of smart regulations in
the topics covered. Although they share
a substantial number of good practices,
they also have room for improvement.

Colombia displays strong and efficient
fertilizer registration norms, laws that
support financial inclusion and ade-
quate market regulation, but still has low
safety standards for machinery. Poland
has the top score for regulations related
to cross-border transport, seed devel-
opment and certification and fertilizer
quality control, but lacks certain regu-
lations for warehouse receipts, which
would complement the existing collater-
al regime to obtain a loan for agriculture
production.

Burkina Faso, Burundi, Ghana, Myanmar
and Niger score below average on all
topics (red or dark red in table 1.1), which
suggests there is room for improvement
in adopting the identified good practic-
es across several topics (box 1.1). But in
most countries the performance is more
mixed — there are a number of good reg-
ulatory practices and at the same time
areas for improvement. Bosnia and Her-
zegovina has solid regulations for plant
protection and fertilizer but lacks regu-
lations for credit unions and e-money.
Morocco and Mozambique have weak
regulations in agricultural finance but
strong regulations for the registration,
certification and development of new
seed varieties. Vietnam has strong reg-
ulations for fertilizer quality control and
plant protection, but lags in requirements
for tractor dealers and safety standards
for machinery.

How do regions perform?

The regulatory quality and efficiency of
OECD high-income countries stand out
in all topics as measured by EBA, fol-
lowed by Latin America and the Carib-
bean and Europe and Central Asia (fig-
ure 1.1). South Asia and Sub-Saharan
Africa show levels of regulatory strength
that are lower or equal to the EBA glob-
al average across all measured areas.
The two countries in the EBA sample
from the Middle East and North Africa
region—Jordan and Morocco—combine
fairly strong regulations on seed and
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TABLE 1.1 Colombia, Denmark, Greece, Poland and Spain score above average in all EBA topics

* H o b | om

COUNTRY SEED FERTILIZER MACHINERY FINANCE MARKETS TRANSPORT
BANGLADESH

BOLIVIA
BOSNIA AND HERZEGOVINA [ ) () o
BURKINA FASO
BURUNDI [ ]
CAMBODIA o
CHILE o NiA
COLOMBIA [ ) [
COTE D'IVOIRE
DENMARK ([ ] A
ETHIOPIA ()
GEORGIA
GHANA
GREECE () NiA
GUATEMALA
JORDAN [ ]
KENYA [ ]
KYRGYZ REPUBLIC
LAO PDR
MALI
MOROCCO
MOZAMBIQUE
MYANMAR
NEPAL
NICARAGUA
NIGER
PHILIPPINES [ ]
POLAND o A [ ] ()
RUSSIAN FEDERATION WA
RWANDA [ ]
SPAIN o A o ()
SRILANKA
SUDAN [ )
TAJIKISTAN
TANZANIA
TURKEY
UGANDA
UKRAINE o
VIETNAM ()
ZAMBIA

o Top performing countries, defined as those with topic scores above 85, indicating a high number of good practices in place as measured by EBA.

Countries with a score above the sample average in a particular topic.

Countries with a score below the sample average in a particular topic.

@ Countries with topic scores below 30, indicating a low number of good practices.

High-income countries—Chile, Denmark, Greece, Poland, Russian Federation and Spain— are not measured under EBA finance indicators
(see Topic Data Notes in appendix B).
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BOX 1.1 Several good regulatory practices have been identified across topic areas

v

Seed

Variety release committee with
representation of the private sector,
which meets shortly after each
cropping season.

Fertilizer

v

Efficient and affordable fertilizer
registration for companies, without the
need for re-registration.

Machinery

v

Streamlined import procedures to
facilitate timely availability and delivery
of agricultural tractors.

v Timely availability of fertilizer by the v/ Appropriate testing of agricultural
v The availability online of an official private sector through streamlined machinery to ensure imported tractors
variety catalog updated after each import procedures. suit country conditions.
CrOppIIin season and specifying agro- v Good quality fertilizer by requiring v Tractor registration and appropriate
ecological zones. appropriate labeling and prohibiting after-sales service to improve tractor
v Availability of initial seed classes to the open fertilizer bags. durability.
private sector, which is granted access v/ Compliance with national and
to breeder and foundation seed, and . .
- ) ) international performance standards to
Lo n;(ater\al stored in the national gene ensure high-quality tractors.
ank.
v Enforcement of safety standards such
v Incountries where the certification )
) o as roll-over protective structures and
is compulsory, official fee schedules
seatbelts.
for certification activities are publicly
available, and nongovernmental
inspectors and/or laboratories can be
accredited to carry out part or all of
seed certification activities.
Finance Markets Transport
v Effective microfinance institutions by v Robust phytosanitary protection v Promotion of fair competition and
balancing supervision and the ability to framework, including national professionalism by establishing quality
take deposits. surveillance activities, pest lists, pest criteria for access to the transport
v Reliable credit unions complying with risk ana!yys and domestic and import sector through Ef.ﬁCIe.nt ||cen§|ng and
disclosure and liquidity standards. quarantine procedures. mandatory technical inspections.
v Payments andlother financial services v Efficient and éffordéble requirements v Increased compét\tlon |T1'the domestic
accessible digitally and through retail Fo exp.ort major agr@ultgral products, n?arkgt 'by reducmgladdltlonal
agents including membership, licensing and discriminatory requirements and
per-shipment documentation. granting transport rights to foreign
v Electronic receipts issued by : :
v Laws that do not obstruct the trucking companies.
warehouse operators that farmers can ‘ - ' '
pledge to secure a loan. producttlon or sale of agnculFuraI goods v Reduced market dISTOFtIOHS by
domestically and a legal environment discouraging queueing systems and
that facilitates the establishment and price interventions and promoting
commercial operations of farmers’ freight exchange platforms for road
organizations. transport services.
v Facilitation of cross-border transport by

harmonizing or mutually recognizing
road transport standards among
regional trading partners.
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FIGURE 1.1 Regional performance on EBA indicators
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Note: The EBA sample covers countries in East Asia and the Pacific (5), Europe and Central Asia (7), Latin America and the Caribbean (4), Middle East and North
Africa (2), OECD high income (5), South Asia (3) and Sub-Saharan Africa (14). OECD high-income countries are not measured under the finance topic.

markets, with insufficient legal coverage
in finance.

Variation is also observed among coun-
tries within a region. In Sub-Saharan
Africa, Kenya and Tanzania perform
above average, driven mainly by their
good regulations in place for machinery
and finance, while Niger and Burundi are
among the countries with fewer good
practices in agribusiness regulation over-
all (figure 1.2).

How do agribusiness regulations
vary across levels of income and
agricultural development?

A country's regulations are linked to its
growth'®and development." High-income
countries have better agribusiness regu-
lations across the areas measured by EBA

topics than lower-income countries (fig-
ure 1.3). The correlation found between
country income levels and average scores
is quite strong across topics.”?

The relevance of agriculture in an econo-
my varies significantly across countries.
EBA uses a classification of agricultur-
al transformation that combines agri-
culture's contribution to GDP and the
share of population dedicated to agricul-
ture. The countries are divided in three
groups: agriculture-based, transforming
and urbanized.® Urbanized countries
have on average smarter regulations
for agribusiness than transforming and
agriculture-based countries (figure 1.4).
As more data are collected over time,
measuring agribusiness regulations and
reforms may shed light on the relation-
ships among regulations, economic
growth and agricultural transformation.

What is the relationship between
efficiency and the quality of
regulations?

EBA captures three key aspects of the
agribusiness sector: operations, quality
control and trade (see Methodology in
appendix A). Better regulation for mar-
ket access contributes to firm creation,
market efficiency and competition,'
with concrete evidence in the agricul-
tural sector.” Well-designed regulations
improve outcomes while enhancing
agricultural productivity.'® Efficient rules
on exports and imports can improve
the quantity, quality and variety of food
at lower prices.” While the importance
of these three areas has been demon-
strated, it is not clear whether they
come at the expense of each other—
whether rules that promote easy and
nondiscriminatory entry into the market
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FIGURE 1.2 In Sub-Saharan Africa, countries show different levels of regulatory good practices
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FIGURE 1.3 High-income countries have regulations in place that reflect a higher regulatory quality
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Note: The EBA sample covers high-income (6), upper-middle-income (4), lower-middle-income (19) and low-income (11) countries.

are compatible with rules that enhance
safety and quality control.

EBA data clearly show that countries
performing well on operations across
topics also have strong laws for qual-
ity control (figure 1.5). Good regula-
tions promote quality while helping
the market work efficiently; they are

complements rather than substitutes.
And countries with higher scores on
operations also tend to have effective
and more streamlined trade require-
ments (figure 1.6).

EBA also measures the efficiency of
administrative procedures, such as fer-
tilizer and seed registration, with their

corresponding time and cost compo-
nents. Countries with stronger regula-
tions for market operations in a particular
area display different levels of efficiency
in those processes. While some regions
pay an efficiency cost (in actual cost
or time) to put the regulations in place,
others combine regulatory strength with
procedural efficiency.
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FIGURE 1.4 Urbanized countries have a better EBA performance than transforming and agriculture-based countries
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Note: EBA countries are divided into three groups. Urbanized countries have a contribution of agriculture to GDP below 25% and a share of active population in

agriculture below 25%: Bosnia and Herzegovina, Chile, Colombia, Denmark, Georgia, Greece, Jordan, Kyrgyz Republic, Morocco, Nicaragua, Poland, Russian Fed-

eration, Spain and Ukraine. Transforming countries have a contribution of agriculture to GDP below 25% and a share of active population in agriculture over 25%:

Bangladesh, Bolivia, Cote d'lvoire, Ghana, Guatemala, Lao PDR, Sri Lanka, the Philippines, Tajikistan, Turkey, Vietnam and Zambia. Agriculture-based countries have

a contribution of agriculture to GDP over 25% and a share of active population in agriculture over 50%: Burkina Faso, Burundi, Cambodia, Ethiopia, Kenya, Mali,

Mozambique, Myanmar, Nepal, Niger, Rwanda, Sudan, Tanzania and Uganda.

In registering new seed varieties, for
example, firms in Latin America and the
Caribbean pay a much higher cost than
firms in the Middle East and North Africa
to adhere to similar rules that guarantee
an effective and safe registration process
(figure 1.7). Companies in South Asia
spend more time than those in East Asia
and the Pacific to comply with similar
requirements (in regulatory quality) to
register fertilizer products (figure 1.8).

Are agribusiness regulations
discriminating against the private
sector, foreign or small companies?

Participation and investment in agricul-
ture by private sector enterprises—big or
small, domestic or foreign—can gener-
ate such benefits as higher productivity
and access to capital and markets.”® But

these benefits depend on a wide range
of factors including regulatory measures
to improve both the business climate and
the effective competition; for low-in-
come and middle-income countries it is
essential to avoid discriminating against
different types of investors.””

To measure regulatory discrimination
against the private sector, EBA data cover
the eligibility of private companies to
import machinery, register fertilizer, pro-
duce breeder or foundation seeds and be
accredited in seed certification. The data
also cover the possibility for foreign com-
panies to import fertilizers or perform
transport activities in the country. And
they cover a minimum capital require-
ment to start a farmers' cooperative or
a minimum number of trucks to estab-
lish a trucking company, which could
impede small players in the market (see

Alternative ways of presenting the data in
appendix C).

In general, countries perform well in
terms of nondiscrimination, with an aver-
age of 14 of 18 good practices embed-
ded in the countries' relevant laws and
regulations. Greece, Denmark, Georgia,
Poland, Spain and Zambia have the high-
est number of nondiscriminatory regula-
tions in place while Ethiopia, the Lao Peo-
ple's Democratic Republic and Myanmar
have the fewest (figure 1.9). More than
95% of countries allow the private sec-
tor to import tractors and fertilizers, but
only a third allow them to carry out the
seed certification process. While 38
countries allow foreign companies to
transport goods into their country from
outside, only 4 allow them to transport
goods between two locations within the
country.
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FIGURE 1.5 Countries with smarter regulations on market operations also promote quality control
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Note: The figure compares the operations score with the quality control score. The correlation between the two scores is 0.70. The correlation is significant at 1%
after controlling for income per capita. The operations score is an average of the scores of indicators classified in the operations category. The quality control score

is an average of the scores of indicators classified under the quality control category.

FIGURE 1.6 Better rules on market operations are associated with more efficient trade requirements
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Note: The figure compares the operations score with the trade score. The correlation between the two scores is 0.59. The correlation is significant at 1% after

controlling for income per capita.
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FIGURE 1.7 Regions with similar rules show different costs for registering a new seed variety
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FIGURE 1.8 Regions with similar rules have different time durations in fertilizer registration

900 . .
Time to register a new
800 fertilizer product
700 (calendar days) South Asia
600
500 _
Sub-Saharan Africa Europe & Central Asia
400
300
200 East Asia & Pacific
100 Latin America & Caribbean .
Middle East & North Africa OECD high income
0
0 10 20 30 40 50 60 70 80 90 100

Fertilizer registration score

Source: EBA database.



OVERVIEW

FIGURE 1.9 Agribusiness rules in Greece are the least discriminatory, while Ethiopia, Lao PDR and Myanmar have

potential to improve
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Is regulatory information accessible
for agribusiness?

Access to information about agribusi-
ness regulations and requirements is also
important. Across topics, EBA data mea-
sure whether governments make regula-
tory information available to the public,
such as the specific licensing require-
ments, the official fee schedule of various
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regulatory processes and the catalogs
of registered seed varieties or fertilizer
products. Also taken into consideration
is whether the information and services
are accessible online or electronically
(see Alternative ways of presenting the
data in appendix C).

Denmark and Spain comply with 9
of the possible 10 good practices.

12

13 14 15

Number of good practices related to nondiscrimination

Rwanda (with only one) and Burundi,
Cote d'lvoire, Ethiopia and Ghana (with
two) can still improve to make regula-
tory information more accessible for
participants in the agribusiness value
chain (figure 1.10). While 75% of the
countries have official catalogs listing
new seed varieties or fertilizer prod-
ucts, fewer than half make them avail-
able online.
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FIGURE 1.10 Specific information on requirements for agribusiness are most accessible in Denmark and Spain and

least accessible in Rwanda
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Source: EBA database.

Notes agricultural inputs includes Lio and
Liu (2008) and Kraay and others
(2010), using governance indicators
produced by Kaufmann and others

(2006) in 199 countries.

1. Clark 2014; Van Stel and others
2007.

2. Gisselquist and Van Der Meer
2001. 9. High-income countries—Chile,
Denmark, Greece, Poland, Rus-
sian Federation and Spain—are not
measured under the EBA finance

indicators.

3. Gisselquist and Grether 2000.
4. Lioand Liu2008.
5. Freeman and Kaguongo 2003. 10. Divanbeigi and Ramalho 2015; Eif-
fert 2009.
6. Spielman and others 2011.

1. Acemoglu and others 2005; Aghion
7. Langyintuo and others 2010. and Burlauf 2009.
The correlation between income
per capita and the average of EBA
scores in the 6 topics is 0.59.

8. Literature on the association 12
between quality of regulation and
the productivity of considered

See note in figure 1.4.

Ciccone and Papaioannou 2007;
Klapper and others 2006; Sarria-
Allende and Fisma 2004.

See papers cited in endnote 2-6 for
examples.

See endnote 8.
Moisé and others 2013.
FAO 2014.

Global Harvest Initiative 2011; FAO
2012.
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Imagine a farmer, Jelena, who sustains her family by growing corn and vegetables. A newly formed

variety release committee will release improved seed varieties in her country. With this reform, Jelena

will also be able to consult an online variety catalog indicating which varieties perform best in her region.

All seed sold in the country will be certified to ensure quality. With improved seed varieties, subsistence

farmers like Jelena can increase the yield and quality of their crops so that they can sell the surplus on

the domestic market.

EBA seed indicators measure laws and
regulations on the development, eval-
uation, release and quality control of
improved seed varieties. Improved vari-
eties are a key technology for improving
agricultural productivity.! Smart regula-
tion of the seed sector can ensure that
laws and regulations do not obstruct the
timely introduction of improved varieties
to the market.

Seed registration, the first seed indicator,
was selected for study because burden-
some and inconsistent regulations can
reduce the number of improved varieties
that are released and eligible for com-
mercialization. In countries that require
registration of new seed varieties, replac-
ing burdensome regulations with smart
ones—preventing long and costly proce-
dures while guaranteeing quality seed—
can make improved varieties available to
farmers in a timely manner and in suffi-
cient quantity for planting.? Smarter reg-
ulations that include the private sector
in the release process will provide more
transparency and incentivize the private
sector to release new varieties in the
country.

Seed development and certification, the
second seed indicator, is comprised of
two components—development and
certification. The first component mea-
sures regulations that support the private
sector’s involvement in developing new
varieties. This is particularly important
since public sector investments in agri-
cultural research, including plant breed-
ing, have declined in many countries
since 1997, leaving the task to the private

sector. In some countries regulations
limit the private sector’s role in the devel-
opment of new seed varieties, preventing
companies from accessing initial classes
of seeds. The EBA 2015 progress report
presented Ethiopia, where the public
sector's monopoly consistently resulted
in shortages of initial seed classes for
smallholder farmers and agribusinesses.?
Regulations that limit the private sector’s
access to initial classes of seed or genetic
resources stored by national gene banks
reduce the resources available to the
private sector for developing new variet-
ies.*In addition, protecting the property
rights of seed developers spurs further
innovation.®

The second component of this indicator
captures aspects of the seed certifica-
tion process. The aim of mandatory seed
certification is ensuring the genetic puri-
ty and varietal identity of seed varieties.
But when the process is government-run,
overburdened public authorities and non-
transparent bureaucracy can delay the
commercialization of new varieties and
give rise to corruption. One way to ensure
the transparency of the certification is
through the public availability of costs
associated with government-run certi-
fication. Seed certification by nongov-
ernmental inspectors and laboratories
reduces the burden on the public sector
and speeds the certification process.

The data cover the following areas:
s Seed registration. This indicator

measures the efficiency of the regis-
tration, including the variety release

committee, the content, availability
and frequency of the variety cat-
alogue updates and the time and
cost to register a new variety (which
is not scored).

» Seed development and certifi-
cation. This indicator measures
the protection of plant breeders’
rights, the access to initial classes
of seed and germplasms, the licens-
ing systems for public varieties and
additional testing requirements for
materials imported for research
and development. In addition, this
indicator addresses the availability
of an official fee schedule for certifi-
cation and whether third parties can
perform it.

The EBA country scores vary from 28 to
94 points over all 40 countries (figure
2.1). This variation in scores has to do
with the performance of the countries in
both the seed registration and the seed
development and certification indicators.
Overall countries tend to score better in
the latter, which focuses on the protec-
tion of plant breeder rights, the access
to genetic material and initial classes of
seed and quality controls. Nevertheless,
some countries are exceptions, Bangla-
desh, Burkina Faso, Cote d'lvoire, Ethio-
pia, Ghana, Kenya, Lao PDR, Nepal, Nic-
aragua and Turkey score higher on the
seed registration indicators.

Countries can score lower or higher for
different reasons. For the lowest per-
formers, such as Bosnia and Herzegov-
ina, Ghana, Niger, Rwanda and Uganda,
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FIGURE 2.1 Countries mostly score better on seed development and certification indicators, while seed registration

proves more challenging
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the low scores are often from a lack of
implementation of laws and regulations.
Laws in Bosnia and Herzegovina, Ghana,
Niger and Rwanda establish variety
release authorities, but in practice the
authorities are not operational. In addi-
tion, the lack of transparency in manda-
tory procedures also hurts a country's
overall score. In four of the five lowest
scoring countries (Ghana, Niger, Rwanda
and Uganda), certification of cereal crops
is mandatory, but there is no official fee
schedule for the certification performed
by the public sector.

Chile, Denmark, Kenya, Mozambique
and the Philippines perform the best
overall, all with scores over 80 in both
the seed registration and the seed devel-
opment and certification indicators. In
these countries, good seed laws are in
place and include provision for the flex-
ibility of the variety release commit-
tee, the transparency and efficiency of
seed registration and seed certification

sources from which private plant breed-
ers can access initial classes of seed
produced by the public sector supports
private plant breeders' involvement in
the country's plant breeding system. But
restrictive regulations can obstruct new
variety development by the private sector.

activities (when required). They also
support the involvement of private sec-
tor initiatives in the seed systems. But a
good score does not mean those coun-
tries cannot improve in certain aspects.
In Chile, Denmark and the Philippines
the national catalogs listing registered
seed varieties do not offer information on
agro-ecological zones. Moreover, Kenya
does not have an official fee schedule
for the certification of seed varieties and
Mozambique's national catalog listing
registered seed varieties is neither avail-
able online nor updated according the
country's cropping seasons.

In practice links between the private and
public sectors take several forms—from
producing breeder and foundation seed
developed by public sector breeders
and made available to private breeders
to implementing licensing systems that
allow private breeders to use local pub-
lic varieties to multiply and market their
seed. Allowing private breeders access
to genetic materials stored in the nation-
al gene banks also supports effective
collaboration between private and pub-
lic actors. These practices help private
breeders acquire varieties developed
or conserved by the public sector and
benefit from greater resources for their
breeding activities (box 2.1).°

Links between private and public
sector breeding activities are
greater in the OECD high-income
countries surveyed

Plant breeders create new seed varieties
by crossing and selecting specific ben-
eficial traits. Increasing the number of

13
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developing new varieties

domestic market.

of new seed varieties.

market.

and development.

BOX 2.1 Good practices for involving the private sector in
. Should grant and protect plant breeders’ rights.
*  Should allow private companies to use local public varieties to

produce breeder/pre-basic seed and foundation/basic seed for the

. Should conserve germplasm in national public gene banks and make
them accessible to the private sector for research and development

= Should allow local public varieties to be licensed to private sector
companies for multiplication and commercialization in the domestic

*  Should facilitate the import of nonregistered materials for research

Regulations that best support private
sector involvement in the breeding
system are found in Cambodia, Chile,
Colombia, Georgia, Greece, Jordan,
Kenya, Morocco, Mozambique, the Phil-
ippines, Poland, Spain and Sudan.

By contrast, of the 40 countries sur-
veyed, 9 do not grant the private sec-
tor access to breeder seed of local
public varieties (Bangladesh, Burkina
Faso, Ghana, Lao PDR, Mali, Nica-
ragua, Niger, Tajikistan and Turkey).
Nor do Burkina Faso, Lao PDR and
Nicaragua grant access to founda-
tion seed of local public varieties.
So breeders and seed companies are
likely to market fewer seed varieties.”

Countries such as Myanmar, the Rus-
sian Federation, Tanzania, Ukraine and
Zambia impose minor limitations, such
as preventing private companies from
importing materials for research and
development of new varieties without
further government field-testing. Sim-
ilarly, Bolivia, Bosnia and Herzegovina
and Denmark do not have systems for
licensing public varieties to private seed
enterprises for production and sale in the
domestic market. Such practice often
hampers commercialization of variet-
ies bred by public sector institutes and
universities, leaving newly developed

varieties on laboratory shelves rather
than in crop fields.

Registration costs vary the most
among the lower-middle-income
and low-income countries

In countries where registration is com-
pulsory, a new variety of seed must pass
specific tests commonly performed over
one or more cropping seasons. The first
tests are intended to measure the vari-
ety's distinctiveness, uniformity and sta-
bility (DUS). In most countries, a new
variety of seed must also pass the value
for cultivation and use (VCU) tests, which
identify the advantage of the new seed
over already-registered varieties. The data
from these tests are reviewed by a scien-
tific committee, which either releases the
variety or advises another official body
that the variety is eligible to be released.

Across income groups, relative registra-
tion costs are the lowest among high-in-
come countries (figure 2.2). Registration
costs among countries in this group
show little variation—except in Russia,
where registering up to five new varieties
a year is free—with costs as a percent of
income per capita at 6% in Chile, 7% in
Poland, 8% in Denmark, 9% in Greece
and 10% in Spain.

In Bangladesh, Bolivia, Guatema-
la, Morocco, Myanmar, Sri Lanka and
Ukraine the cost is well below 40% of
income per capita. But outliers such as
Nicaragua, Sudan and Vietnam, where
costs reach 834%, 722% and 426% of
income per capita respectively, make
lower-middle-income countries the
income group with the most expensive
registration for a new variety of seed.

There is also great variation among
low-income countries. In Nepal and
Uganda registering a new variety is free,
whereas registration costs reach 79%
and 89% of income per capita in Ethiopia
and Mozambique.

Most countries have variety release
committees

At the end of the registration process,
the variety release committee (VRC)
approves the results of several years of
new variety development by plant breed-
ers in line with VRC standards.® But a
requirement to register a new variety of
seed that is not supported by rules that
ensure a flexible and effective process
may discourage breeders from releasing
new varieties. Of the 40 countries sur-
veyed, 39 legally mandate the establish-
ment of a VRC (although in Bangladesh,
Guatemala and the Philippines registra-
tion of cereal varieties is not mandatory).
Among them, Bosnia and Herzegovina,
Cambodia and Niger have yet to estab-
lish their VRCs in practice. To reduce
delays affecting the release of improved
varieties into the market and the farm-
ers, the registration and release process
needs to allow seed companies to start
producing the newly released variety for
the next cropping season (box 2.2). In
practice, this means that the release of
a new variety by a VRC should be pos-
sible before each cropping season starts.
Among the surveyed countries, 7 have
a VRC that is fully flexible and meets on
demand, and 22 have a VRC that meets
after each cropping season (table 2.1).
Registration applicants are thus informed
about the VRC decision far enough in
advance to start production.

In addition to the frequency of VRC
meetings, EBA seed indicators measure
the involvement of the private sector
in the variety release decision-making.
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FIGURE 2.2 The lower-middle-income and low-income countries show the greatest variation in official registration

costs
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In practice, the representation of other
stakeholders within the VRC may raise
private sector confidence in the variety
registration and release process. Of the
36 countries with an established VRC,
Colombia, Ethiopia, Jordan, Lao PDR,
Myanmar, Russia, Rwanda, Sri Lanka,
Tajikistan, Ukraine and Vietnam do not
include representatives of the private
sector (figure 2.3).

In addition to the VRC review and deci-
sion, countries may require addition-
al formalities that delay the release of
the new variety without providing any
additional technical verification. In 14
of the surveyed countries, the decision
of the VRC does not automatically lead
to the release of the variety. In practice,

Vietnam

Kyrgyz Republic
Cote d'lvoire
Kenya

Zambia
Myanmar
Ukraine

Bolivia
Morocco
Guatemala
Bangladesh

Lower-middle income

additional administrative formalities
must be satisfied for the variety to be
released. In Kenya a registration appli-
cant will be delayed on average 31 days
in releasing a new variety.

Once released, the information relating
to new varieties should be accessible,
reliable and useful.” EBA seed indicators
measure accessibility through the avail-
ability of an online version of the national
variety catalog listing the latest varieties
released in the country. Of the 40 sur-
veyed countries, 30 have a national vari-
ety catalog, but only 19 make it available
online. Bangladesh, Bolivia, Burkina Faso,
Ethiopia, Georgia, Jordan, Kenya, the
Kyrgyz Republic, Lao PDR, Mali, Moroc-
co, Mozambique, Niger, Tanzania and
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Zambia have variety catalogs, but they
are not updated after each cropping sea-
son, so information about new varieties
is not released as soon as it is available.

Bangladesh, Burkina Faso, Ethiopia,
Guatemala, Kenya, Mali, Mozambique,
Nepal, Niger, Russia, Tajikistan, Tanzania,
Ukraine and Vietnam have national vari-
ety catalogues that specify agro-ecologi-
cal zones—areas indicated by the nation-
al seed registration authority as regions
in which growers can expect optimal
results for specific seed varieties. Spec-
ifying agro-ecological zones enables
agricultural producers to use new seed
varieties properly according to the soil,
landform and climatic characteristics of
their farms, increasing crop yields.

15
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varieties

VRC.

BOX 2.2 Good practices for evaluating and registering new

. Should include both private and public sector representatives in the

. VRC should meet after each round of DUS/VCU tests.

. Should allow new seed varieties to be released immediately after a
favorable decision of the VRC.

*  Should maintain an up to date national variety catalog listing, with
agro-ecological zones and available online.

TABLE 2.1 Variety release committees meet after each cropping season in

most countries

VARIETY RELEASE NUMBER OF

COMMITTEE COUNTRIES COUNTRIES

Meets on demand 7 Bangladesh, Bolivia, Colombia,
Céte d'Ivoire, Kenya, Lao PDR,
Nepal

Meets after each cropping 22 Chile, Denmark, Ethiopia,

season Greece, Jordan, Kyrgyz Republic,
Mozambique, Myanmar,
Nicaragua, Philippines, Poland,
Russian Federation, Spain, Sri
Lanka, Sudan, Tajikistan, Tanzania,
Turkey, Uganda, Ukraine, Vietnam,
Zambia

Does not meet after each 1 Morocco

cropping season

Established but does not meet 6

Burkina Faso, Burundi, Georgia,
Ghana, Mali, Rwanda

Not established 4

Bosnia and Herzegovina,
Cambodia, Guatemala, Niger

Source: EBA database

Seed quality certification in
surveyed countries is mainly
government-run

Seed certification subjects registered
seed to controls and inspections, before
it reaches farmers and other agricultur-
al producers.’® Certification processes
commonly include field inspections,

laboratory analysis, packaging and label-
ing. Most countries surveyed (31 of 40)
establish a mandatory government-run
seed certification system for cereal seed
(figure 2.4). While quality control offered
by government-run systems can ensure
the quality of seed sold in the country,
efforts may also be hindered by the lim-
ited resources available to regulatory

bodies in charge of inspections, testing
and labeling. While this may slow the
certification process, it can also improve
the quality of new seed varieties.

Regulations that allow accreditation of
nongovernmental inspectors or labora-
tories to carry out certain certification
activities can reduce potential delays
caused by an overburdened public
authority (box 2.3). This option allows
accredited private companies to support
the public sector in the certification pro-
cess, increasing the speed and efficiency
of quality control and ensuring that qual-
ity seed is delivered to market on time."
Seed companies and other private insti-
tutions can be accredited to carry out
part or all of the maize seed certification
process in Bolivia, Céte d'lvoire, Den-
mark, Georgia, Ghana, Greece, Kenya,
Niger, Spain, Tanzania, Vietnam and
Zambia.

Conclusion

Strengthening seed systems through
smart regulations is an essential compo-
nent to the creation of an enabling envi-
ronment for the business of agriculture.
This year's findings show that laws and
institutions are mostly in place, but with
some differences in the developed indi-
cators and challenges in implementation
of the laws. There is room for improve-
ment in all countries surveyed, such as:

= Transparent variety release proce-
dures allowing new varieties to be
available in time for farmers and
other stakeholders. In Bolivia the
variety release committee includes
an equal number of public and pri-
vate sector representatives, and
meets on demand to prevent delays
in the release of the new variety.

= Laws that protect plant varieties
developed by plant breeders to
ensure sustained breeding efforts
in the country. Tanzania, which
already had a law granting and pro-
tecting the rights of plant breeders
over their new varieties, became
bound by the 1991 UPOV Act in
November 2015.

* A legal environment that facili-
tates the private sector's access to
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FIGURE 2.3 In the majority of countries studied with a variety release

committee, the private sector is involved in the variety release process
BOX 2.3 Good practices

for countries requiring
mandatory certification

Number of countries

*  Should provide for an
option for companies
(self-accreditation)
and private institutions
(third-party
accreditation) to be
accredited for the
performance of part or
all of the certification
process.

*  Should provide seed
producers with
official fee schedules
that detail the costs
associated with the
W No private sector certification performed
B Less than half private sector by the public authority.
m Half or more private sector

Source: EBA database.

FIGURE 2.4 EBA countries with mandatory maize certification predominantly restrict its implementation to public
sector actors

Number of countries

® No mandatory certification Third party accreditation not available

B Mandatory certification B Third party accreditation available

Source: EBA database.



initial classes of seed and materi-
als for research and development
and involves private sector compa-
nies in the multiplication and com-
mercialization of public varieties.
In Cote d'Ivoire the seed law allows
nongovernmental entities to be
accredited by ministerial decree for
the multiplication of plant materials.

= A quality control system that
provides transparent costs and
options for the accreditation of
third party inspectors or laborato-
ries. In Burkina Faso the fee payable
for seed quality control is provided
by law and proportional to produc-
tion area.

Improving laws and regulations that
affect the development, evaluation,
release and quality control of improved
varieties is an important step. Research
shows that improved seeds account for
about 30-50% of the increase in pro-
ductivity and enhancing profitability of
farmers. The seed topic data can inform
discussions on strengthening seed sys-
tems, indicating regulatory obstacles to
the timely release of quality seed along
with other factors, including limited pub-
lic sector capacities and the socio-eco-
nomic conditions of farmers.

Notes
1. Tripp 1998.
2. Langyintuo and others 2008.

3. Enabling the Business of Agriculture
2015.

4.  Breeder seed is seed directly con-
trolled by the originating or spon-
soring plant breeding institution,
firm or individual that is the source
for the production of seed of the
certified classes. Foundation seed is
a progeny of breeder or foundation
seed, handled to maintain specific
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genetic purity and identity (USDA
2009, D.

5. Fernandez-Cornejo 2004.
6. King and others 2012.

7. In Nicaragua no Plant Variety Pro-
tection title was approved in 2013
and a total of five Plant Variety Pro-
tection titles were in force at end of
2013; UPOV 2013.

8. Tripp 1997.
9. Rohrbach, Howard and Zulu 2004.
10. Aidoo and others 2014.

1. Gisselquist and Van Der Meer 2001.
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3. FERTILIZER

IMPROVING SUPPLY AND QUALITY

A farmer wants to diversify her crops by growing different vegetable products. The fertilizer she has

been using until now does not work well with this particular set of vegetables. The agro-input dealer in

her village has told her that none of the fertilizers available provide the proper suite of nutrients for her

vegetable crops. A fertilizer company is registering a new fertilizer product in the country suited for the

vegetables she plans to grow, but burdensome regulations require the company to interact with multiple

agencies to register the product and conduct fertilizer testing so that a national committee can approve

the application. This whole process takes more than seven years and the farmer will have to wait until

then before she can access this new fertilizer that can increase her yield.

EBA fertilizer indicators measure laws
and regulations on the registration,
import and quality control of fertilizer
products. They address factors import-
ant to companies importing and selling
fertilizer products, farmers using qual-
ity fertilizer products to increase their
productivity and governments pursuing
regulations that ensure the quality of
products and effectiveness of fertilizer
markets.

In many countries, fertilizer products
must be registered before they can be
sold commercially. Registration of fer-
tilizer products is important because it
brings new and innovative products to
the market while ensuring safety and
quality.

The first indicator, fertilizer registration,
measures the requirements to regis-
ter a fertilizer product for the first time
and whether the registration is limited
to a time period. Fertilizer registration
ensures that governments have control
over what types of fertilizers enter the
market. It is important to provide market
oversight through a registration scheme,
since the effects of farm inputs may
only become apparent long after they
are used.! Inadequate nutrients, heavy
metals or other residues found in fertil-
izer products can contaminate crops,
animals and humans.? Farmers should
be given assurance that the products
they use will not contaminate their crops
and the environment. But registration

procedures should be time- and cost-ef-
ficient to ensure that new products reach
the market in a timely manner. If regis-
tration becomes lengthy and expensive,
it can distort competition by limiting the
number of players and products in the
market. This indicator also measures the
transparency of the registration system
by examining catalogs listing registered
fertilizer products and whether they are
available online.

The second indicator, fertilizer import
requirements, measures regulations
for importing fertilizer. Import require-
ments are important because fertilizer
production is concentrated only in a few
countries, so most must rely on imports.?
This is because fertilizer is subject to
economies of scale at every stage of the
supply chain, requiring vast amounts of
capital and raw materials to produce.*
Understanding import requirements and
the associated time and costs allow for
a better knowledge of the market. This
indicator measures whether the private
sector is allowed to import and sell fertil-
izer products. Allowing the private sector
to engage in the domestic market for fer-
tilizer can result in more efficient markets
and lower prices.” More private sector
participation in the market increases
fertilizer access and use, which in turn
raises crop yields and cuts reliance on
heavy food imports.® This indicator also
addresses the cost and time to obtain
import registrations and permits. A quick
and inexpensive import registration

process eases access to the market while
informing the government of the play-
ers in the market within its borders.” But
import permits obstruct trade by compli-
cating the import process and increasing
the required time and cost. This prac-
tice often creates bottlenecks between
the companies and dealers supplying
farmers.® Since import procedures vary
across countries, this indicator aims to
highlight the balance between control
and efficiency needed to ensure a strong
market for fertilizer.

The third indicator, fertilizer quality con-
trol, assesses government regulations
and practices on preventing poor qual-
ity fertilizer products from reaching the
market. Adulterated, low quality and
counterfeit fertilizer products can stunt
crop growth and development,® lead-
ing to lower crop vyields, lower farmer
incomes, increased food and income
insecurities and even environmental
problems. This indicator also address-
es labeling requirements—important
because labeling fertilizer bags increases
market certainty (since consumers know
what types of products they are buying).
Labeling requirements give important
information about a bag's contents and
the name of its producer. In addition,
the indicator looks at rules on the sale of
open and mislabeled fertilizer containers.
Governments should act to ensure that
fertilizer labels correspond to the content
inside their containers to guarantee trust
between buyers and sellers.”® Aside from
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mislabeling, the sale of open fertilizer
bags can also be harmful to consumers,
as they are susceptible to adulteration,
hurting crop yields, reducing farmers’
profits and increasing food insecurity.”

The EBA fertilizer data cover the follow-
ing areas:

s Fertilizer registration. This indica-
tor measures the requirements to
register a fertilizer product for the
first time, whether the registration
is limited to a time period and the
existence and accessibility of an
official fertilizer catalog.

s Fertilizer import requirements.
This indicator focuses on the private
sector's role and the requirements
for importing fertilizer, including the
costs of registering as an importer
of fertilizer and obtaining an import
permit.

s Fertilizer quality control. This
indicator measures labeling require-
ments, rules on the sale of open and
mislabeled fertilizer containers and

ENABLING THE BUSINESS OF AGRICULTURE 2016

practices for monitoring fertilizer
quality.

Across the 40 countries surveyed, fer-
tilizer regulations range from the more
strict and highly protective, limiting mar-
ket access, to the weaker or seemingly
nonexistent; neither of the two extremes
is desirable. Bosnia and Herzegovina,
Poland, Greece, Colombia and Spain are
the top 5 performers in the regulatory
areas measured by the fertilizer topic
(figure 3.1).

Bosnia and Herzegovina, Colombia,
Greece and Poland have the strongest
and most efficient regulations for fertil-
izer registration. In these countries, the
private sector is required to register fer-
tilizer products, registration of fertilizer
products has no time limit and registered
fertilizer products are listed in an official
catalog that is accessible online. Thir-
ty-three of the 40 countries surveyed
require the private sector to register
fertilizer. But only 17 of those have reg-
istrations that either have no time limit
or have one that lasts at least 10 years.
For fertilizer registration, the number of

procedures varies significantly across
countries, with the time needed to reg-
ister a new fertilizer product ranging
between 15 and 1,125 calendar days, and
the cost ranging from 0% to 1,064.5% of
income per capita.

Bolivia, Bosnia and Herzegovina, Colom-
bia, the EU countries (Denmark, Greece,
Poland and Spain), Kenya, Turkey and
Rwanda are the best performers in terms
of the fertilizer import requirements
measured. Regulatory bottlenecks for
importing fertilizer, such as licensing
requirements, are less costly and oner-
ous in these countries than in the EBA
16 sample average. In Sub-Saharan Afri-
ca, both Kenya (a lower-middle-income
country) and Rwanda (a low-income
country) are among the best performers
globally, offering good examples to other
countries in the region that are not per-
forming as well.

The differences among countries are
less apparent in fertilizer quality control.
Twelve of the 40 countries surveyed
require labeling fertilizer containers
and prohibit the sale of mislabeled and

FIGURE 3.1 Sixteen countries have overall fertilizer scores above the sample average
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opened fertilizer bags. All countries
require labeling and most prohibit the
sale of mislabeled products. But 22 of
the 40 countries do not prohibit the
sale of open fertilizer bags—a practice
that is common because of affordability,
but not recommended because it ham-
pers the ability to ensure high-quality
fertilizer.

Registration takes less time but is
most costly in countries where it
needs to be done only once

Registering new fertilizer products is a
good practice because it ensures that
a country has control over what fertil-
izers are used within its borders (box
3.1). Controls are necessary to prevent
soil damage, environmental pollution or
adulterated fertilizer use.” And product
registration allows countries to increase
market awareness, compile and share
information with the public and guaran-
tee human, animal and environmental
safety.

Countries may require companies to
register fertilizer products in three ways:
once in a lifetime, re-applying for regis-
tration periodically or having the reg-
istration automatically renewed after a
certain time. Having to register fertiliz-
er products once in a lifetime or having
the registration automatically renewed
reduces the burden on companies by not
requiring them to have to go through the
process again.

It takes on average 258 calendar days
to register a fertilizer product in the 40
countries sampled, ranging from 15 cal-
endar days in Vietnam to 1,125 in Nepal
(figure 3.2). Countries that take the least
time usually require fewer procedures
—usually an application for registra-
tion and a content verification report in
the form of lab samples. Among these
countries are Denmark, Guatemala,
Nicaragua, Spain and Vietnam. Coun-
tries where fertilizer product registra-
tion takes the longest require several
procedures, usually including an appli-
cation for registration, content verifica-
tion report in the form of lab samples,
field testing, an environmental report,
approval by a national committee and
publication in the official gazette or jour-
nal. Of these procedures, field testing

accessible online.

BOX 3.1 Good practices for fertilizer registration

*  Should require private companies to register fertilizer products. The
registration would ideally be valid indefinitely.

. In countries where the registration is limited to a specific time
period, the validity should be at least 10 years.

. In countries where the registration is limited to a specific time
period, the renovation of application should be automatic.

. Develop efficient and affordable fertilizer product registration.

*  Should list registered fertilizer products in an official catalog that is

is the longest, as it can take place over
many seasons, prolonging the registra-
tion process for several years.

The time it takes to register fertiliz-
er products also depends on the type
of registration. Registration takes less
time but is most costly in countries
where it needs to be done only once.
Indeed, in countries where firms do not
need to re-register fertilizer (once-in-a-
lifetime registration), the registration of
a new fertilizer product takes less time
—on average 154.3 calendar days—
ranging from 31 calendar days in Bosnia
and Herzegovina to 578.5 in Tanzania.
Registering a new fertilizer product for
the first time takes on average 324.6
calendar days in countries where a new
application is needed to re-register.
And where re-registering is automatic,
the time for registering a new fertilizer
product is the highest—398 calendar
days.

It is most expensive to register a fertiliz-
er product in countries with once-in-a-
lifetime registration, costing on average
179.7% of income per capita. Among
countries with once-in-a-lifetime reg-
istration, Bosnia and Herzegovina is the
least expensive, with a negligible cost.
Tanzania is the most expensive, averag-
ing 1,064.5% of income per capita, due
to expensive costs for field testing, which
alone costs 1,050% of income per cap-
ita and takes 570 calendar days (table
3.1). Countries where re-application

is necessary have a much lower cost
to register a product for the first time
(85.9% of income per capita), as do
automatic-registration countries (3.7%
of income per capita) (figure 3.3).

Only four countries require
companies to register as an
importer of fertilizer but do not
require import permits

Registering import companies allows
countries to monitor the supply of
imported fertilizer products (box 3.2).
Having simple and affordable registra-
tion processes is a good practice that
allows competition and facilitates market
access.” Import permits are primarily
desirable for controlling potentially dan-
gerous chemicals—such as ammoni-
um nitrate, a chemical that can be used
for producing explosives. But onerous
requirements for obtaining import per-
mits obstruct trade and create unneces-
sary burdens for importers.”

All studied countries except Ethiopia
allow domestic companies to import
fertilizer products for their sale. Ethio-
pia only allows domestic companies to
import fertilizer products for self-con-
sumption, a practice only carried out by
large agro-industries. Bangladesh, Cam-
bodia, Ethiopia, Myanmar, the Philippines
and Sudan are the only countries that
prohibit foreign companies from import-
ing fertilizer products.
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FIGURE 3.2 The time to register new fertilizer products ranges from 15 to 1,125 calendar days
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TABLE 3.1 Cost and time to register a new fertilizer
COST TO REGISTER A NEW FERTILIZER (% OF GNI PER CAPITA)  TIME TO REGISTER A NEW FERTILIZER (DAYS)
The least expensive... ... and the most expensive The fastest... ... and the slowest
Spain 0% Tanzania 1,064.5% Vietnam 15 Nepal 1125
Jordan 0.3% Ukraine 717.3% Sudan 29 Bangladesh 951
Guatemala 0.4% Uganda 258.9% Nicaragua 30 Georgia 765
. Bosnia and Kyrgyz
Denmark 0.4% Zambia 241.5% . 31 ) 730
Herzegovina Republic
Bosnia and
0.5% Ghana 89.2% Denmark 31 Uganda 691

Herzegovina

Source: EBA database.
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FIGURE 3.3 Registration takes less time but is most costly in countries where it needs to be done only once
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BOX 3.2 Good practices for fertilizer import requirements

*  Should allow fertilizer products already registered in another
country (with good policies, regulations and quality and standards
requirements) to be imported without needing to be re-registered
in the importing country.

*  Should allow private companies (including foreign ones) to import
fertilizer for own use and sale.

. Should require private companies to register as importers of
fertilizer in order to sell it. The registration would ideally not be
limited to a specific time period.

. In countries where the registration is limited to a specific time
period, the validity should be at least 10 years.

*  The cost of the registration should be affordable.

*  Should allow private companies to import fertilizer without
needing to obtain a special permit.

. In countries where a permit is required, the permit should not be
limited to a specific time period.

*  The cost of the permit should be affordable.

0%
Automatic

Cost to register a new fertilizer (% income per capita)

Twenty-five of the 40 countries stud-
ied require the private sector to regis-
ter as an importer of fertilizer, and 12
of the 40 do not require companies to
obtain import permits. Only 4 countries
—Bosnia and Herzegovina, Cote d'lvo-
ire, Ghana and Kenya—follow both
good practices. In countries where
companies are required to register as
fertilizer importers and obtain import
permits, the cost varies substantially
across countries. To register as a fer-
tilizer importer, the cost ranges from
free of charge to 57.5% of income per
capita (figure 3.4). Bolivia, Bosnia and
Herzegovina, Colombia, Mali, Nepal
and Zambia are the six countries that
require fertilizer importers to regis-
ter and where the registration is free,
which is considered a good practice.
In import permits, the cost variation is
smaller, ranging from no cost to 13% of
income per capita.

A majority of countries prohibit
mislabeled fertilizer containers and
only one-third penalize the sale of
open bags

Labeling fertilizer helps to ensure qual-
ity control (box 3.3).”> All surveyed
countries except Tajikistan require
companies to label fertilizer containers
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FIGURE 3.4 The cost to register as an importer ranges from 0 to 57.5% of income per capita
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BOX 3.3 Good practices for fertilizer quality control
*  Should require labeling of fertilizer containers (bags, bottles).
*  The regulations should specify the requirement to include the
fertilizer brand name, net weight or volume and a description
of the content on the label.

*  Should prohibit the sale of mislabeled fertilizers.

. A penalty for the sale of mislabeled fertilizers should be
established in the regulations.

. Should prohibit the sale of opened fertilizer containers.

* A penalty for the sale of opened fertilizer containers/bags
should be established in the regulations.

in order to sell them. And all surveyed
countries except Turkey have laws pro-
hibiting companies from selling misla-
beled fertilizer. Allowing open fertilizer
bags to be sold is not a good practice.
Common in many counties where farm-
ers cannot afford to purchase entire
bags of fertilizer, the sale of fertiliz-
ers in open bags can be harmful since
they are susceptible to adulteration—
affecting crop vyields, potentially reduc-
ing farmers’ profits and leading to food
insecurity.’® Instead, markets should
adapt to offer smaller bags. Over half
the surveyed countries do not prohibit
the sale of open fertilizer bags (figure
3.5). Of the countries that prohibit the
sale of open fertilizer bags, only four
—Denmark, Lao PDR, Sri Lanka and
Turkey—do not establish penalties for
companies that do so.
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FIGURE 3.5 Over half of the surveyed countries do not prohibit the sale of open fertilizer bags—and those that do,

do not always have a penalty for it

Percentages on the prohibition and penalties against the sale of open fertilizer bags
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Source: EBA database.

Conclusion

A strong and competitive fertilizer mar-
ket is extremely important to a country's
agricultural sector since this input great-
ly influences farm productivity. Several
external factors not measured by EBA,
such as international commodity and
shipping prices, have a strong influence
on the industry. But the regulatory envi-
ronment also determines the health of
the fertilizer market. EBA aims to pro-
mote smart regulations that enable com-
petitive markets in the fertilizer sector,
such as:

s Efficient and affordable fertilizer
product registration for compa-
nies. Colombia sets a good example
with clear registration regulations
and efficient procedures.

=  Streamlined import procedures
for the private sector, which allow
for timely availability of fertilizer.
Kenya's import regulations allow
the private sector to import fertil-
izer products through an efficient
import registration and licensing
system.

*  Compulsory labeling and packag-
ing requirements, which promote
the sale of high-quality fertilizer.
Vietnam's exemplary regulations for
ensuring quality fertilizer establish
effective labeling mechanisms and
penalize mislabeled and opened
fertilizer bags.

Regulatory reforms are not easily accom-
plished and do not occur overnight.
The complexity of the fertilizer sector
demands smart regulations that balance
the needs of a competitive sector while
ensuring safety and quality for human
health and the environment. The fertiliz-
er topic measures regulations pertinent
to companies and farmers in the areas of
product registration, import and quality
control. These indicators can be used by
governments pursuing to improve their
laws and regulations to enable a compet-
itive fertilizer sector.
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4. MACHINERY

EXPANDING MECHANIZATION

WHILE ENSURING QUALITY

ANDSAFETY

Ok

Tractor accidents can be fatal and have direct economic consequences for poor farmers. Imagine a

farmer who spends all of the family savings to buy a new tractor in hope of improving her farmland and

increasing productivity. One day while working the field, she approaches a steep hill, and the tractor rolls

over and fatally crushes her. Stricter quality control and safety regulations such as requiring roll-over

protective structures and seatbelts on tractors could prevent these accidents and avoid the economic

loss that her family must endure.

EBA machinery indicators measure
obstacles facing dealers who import
tractors for sale. Besides meeting the
requirements for import and registra-
tion, the indicators also measure the
regulations on standards and safety for
operators of tractors. Regulations on
imports, standards and safety and other
requirements for introducing mechan-
ical technology to the market affect the
availability of appropriate machinery to
farmers and agribusinesses. Agricul-
tural machines can increase production
since they are labor-saving and direct-
ly increase yields and production' with
more efficient operations that can culti-
vate more land.? Agricultural mechani-
zation spurs rural economic growth and
ultimately improves rural livelihoods.

The EBA machinery indicators use agri-
cultural tractors as a proxy to assess the
regulations for agricultural machinery.
Agricultural tractors are the most repre-
sentative form of agricultural machinery
and are used at different stages of agri-
cultural production, from land prepa-
ration to harvest. The use of tractors
around the globe make tractor-related
indicators comparable across countries,
unlike other forms of machinery specific
to certain crops or regions.

Tractor dealer requirements, the first
indicator for EBA machinery, was select-
ed for study because there are a number

of prerequisites that must be ensured at
the machinery dealer level that direct-
ly impact the availability of high-quality
tractors. To enable the private machin-
ery sector and promote farm mechani-
zation services to farmers, appropriate
government institutions responsible for
standards, health and safety need to be
in place.?Having national or regional cen-
ters for impartial testing and evaluation
of agricultural machinery is a good prac-
tice. Conforming with established nation-
al or international standards, these tests
ensure the quality of tractors and their
suitability to country conditions. Tractor
registration is another area where there
are significant differences between coun-
tries. Lengthy and expensive procedural
requirements stifle competition, limiting
the players and products in the market.
Providing after-sales services—sales of
spare parts and training on how to use a
tractor safely and correctly—are equal-
ly important. Having domestic support
facilities that offer parts and repairs is an
element of successful mechanization.*

Tractor standards and safety, the sec-
ond EBA machinery indicator, addresses
national and international standards on
tractor performance and safety and how
countries ensure that only high-qual-
ity machines enter their supply chain®
and that consumers are given unbiased
information about tractors. Given that
the agricultural machinery industry is

a global industry, with tractors manu-
factured on one continent and sold on
another,® international standards also
help facilitate international trade.”

The third indicator for EBA machinery
focuses on the requirements for import-
ing agricultural tractors. Local manufac-
turing of agricultural tractors is concen-
trated in a few countries and the majority
of countries rely on imports. Inefficient
and costly import licensing obstructs
trade in many countries, making it dif-
ficult for tractor importers to introduce
their products in the market. Balanc-
ing control and efficiency requirements
eases importing machinery.

Several other factors that are currently
not measured—such as specific mech-
anization policies and market realities
—also affect the agricultural machinery
sector. Among the major constraints to
increased levels of mechanization are
the poor access of farmers to agricultur-
al technologies (mainly as a result of the
high cost of mechanization inputs) and
the low purchasing power of smallhold-
er farmers to acquire machinery. These
factors limit both the demand by farmers
and the supply of machinery, which, in
turn, keeps prices high and stifles com-
petition.® Also important, however, are
the unfavorable regulations that machin-
ery suppliers face in many countries and
which is the main focus of the current
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indicators. The indicators encourage the
adoption of smart regulations that enable
competitive markets in the agricultural
machinery sector while ensuring tractor
quality and safety.

The data cover the following areas:

*  Tractor dealer requirements.
These indicators measure legal
requirements for suitability test-
ing of agricultural tractors, specific
licensing required to operate a trac-
tor, and warranties and post-sale
services that must be provided at
the retail level.

*  Tractor standards and safe-
ty. These indicators look at legal
requirements for operational safe-
ty and performance standards of
tractors.

*  Tractor import requirements.
These indicators look at aspects
of importing agricultural tractors,

ENABLING THE BUSINESS OF AGRICULTURE 2016

including the private machinery
sector’s role and the required pro-
cedures to import.

For the machinery topic the laws and reg-
ulations appear strongest in EU countries
(Denmark, Greece, Poland and Spain)
and in the Philippines (figure 4.1). All five
countries share a substantial number of
good practices. Denmark, Greece and
Spain have strong regulations related to
tractor dealer and import requirements.
The Philippines has strong regulations for
tractor standards and safety. The Kyrgyz
Republic is among the top performers in
regulations for tractor import require-
ments but performs below average on
standards and safety. The two countries
surveyed in the Middle East and North
Africa—Jordan and Morocco—score
slightly better than the sample average,
but vary on some indicators. Jordan has
higher scores tractor import requirements
but performs below average on standards
and safety and on tractor dealer require-
ments, while Morocco has higher scores

on regulations for standards and safety
but insufficient import requirements.
The five countries with the lowest scores
across all three indicators are Lao PDR,
Myanmar, Nepal, Niger and Vietnam—
each demonstrating room to adopt many
of the good practices identified by EBA.

Most countries targeted require
tractors to be registered, but the
cost varies

Registering agricultural tractors is a
good practice, among others, because
it establishes ownership rights over the
purchased tractor and facilitates the
enforcement of road, safety and tax
regulations. Many tractor manufactur-
ers recommend that original equipment
manufacturer (OEM) engines or drive-
train components be registered, and
in doing so, provide tractor owners the
opportunity to extend the standard war-
ranty periods for their machine, but this
procedure is not required in all surveyed

FIGURE 4.1 Denmark, Greece, Spain, the Philippines and Poland have the top five scores in the aspects measured

by the machinery topic
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countries. Of the 40 countries, 27
require companies to register imported
machinery, and only in Denmark is regis-
tration free. In the other 26 countries the
registration cost for imported tractors
ranges from 0.03% of average income
per capita in the Philippines to 34.7% in
Sudan (figure 4.2).

Few countries require importers to
test machinery

Some countries have machinery test-
ing and evaluation centers to determine
what machinery is suited to country con-
ditions and can enhance the productivity
of farmers.® Typically carried out accord-
ing to standards established by national
authorities or international standard-
ization organizations, these tests help
farmers compare and select machinery.
Of the 40 surveyed countries, 12 require

private companies to obtain proof of suit-
ability of tractors, costing from 1.1% of
income per capita in the Kyrgyz Republic
to 765% in Tanzania.

Few countries studied require after-
sales services by law

Farmers in many countries do not have
access to machinery after-sales services,
limiting their access to maintenance or
spare parts. This is especially relevant in
countries where there is little control on
the quality of imported goods, which can
lead to the import of substandard trac-
tors.'® Requiring that tractor dealers pro-
vide after-sales services is a good prac-
tice since it gives more security to buyers
(box 4.1). Only seven of the countries
studied legally require after-sales ser-
vices. Five of them—Colombia, Den-
mark, Greece, the Philippines and

FIGURE 4.2 The cost to register imported tractors is highest in Sudan

Cost to register imported agricultural machinery (% income per capita)
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Turkey—require that dealers of agricul-
tural tractors provide reparation services
and supply spare parts if needed. Colom-
bia also requires that machinery dealers
provide training on how to use a tractor.
None of the surveyed countries require
that machinery dealers provide training
on the maintenance of tractors (table 4.1).

Requirements for import licensing
and permits and incurred costs vary
significantly across countries

Few developing countries manufacture
agricultural equipment and machines
domestically. So machinery acquisitions
rely on imports—usually handled by the
private sector. Many countries require
companies to register as machinery
importers. This is a good practice because
it gives public authorities a better under-
standing of trade flows in the country and
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established standards.

services, including:

. repairing tractors.

*  supplying spare parts.

BOX 4.1 Good practices for tractor dealer requirements

*  Should require compulsory testing of tractors in conformity with

*  The test/proof of suitability should be affordable.
*  Should require tractor registration.
*  Theregistration should be affordable and the process efficient.

. Should require tractor manufacturers or dealers to provide post-sale

. replacing or returning poor quality tractors.

. training users in operating tractors.

ensures the quality of imported goods
(box 4.2). In addition, importers may be
required to obtain a permit each time
they wish to import tractors. But import
permits can often be used as trade bar-
riers, creating costly burdens for import-
ers. Among the 14 countries that require
machinery importers to be registered,
the incurred costs vary. They range from
more than 35% of income per capita

in the Philippines to minimal or no cost
in Sri Lanka (0.2% of income per capi-
ta), Jordan (0.3% of income per capita)
and Bolivia, Mali and Nicaragua (free of
charge). Mozambique levies a striking
cost of 880.6% of income per capita on
importer registration (figure 4.3).

Among the 13 countries that require
import permits, the average cost is 4.6%

TABLE 4.1 Countries where post-sale services are required by law

of income per capita. In Morocco and
Rwanda, obtaining an import permit
is free, while in Bangladesh the cost is
over 40% of income per capita. Seven
countries—Bangladesh, Burkina Faso,
Ethiopia, Jordan, Myanmar, the Philip-
pines" and Sudan—impose both the cost
for registration as importer and the cost
of import permit.

Most countries lack safety
regulations that prevent injuries to
machinery operators

Safety guidelines for machinery oper-
ators are a good practice because they
can prevent or reduce worker injury and
damage to machinery, saving lives and
costs. Seat belts and roll-over protec-
tive structures have proven to be “99%
effective in preventing death or serious
injury in the event of tractor roll-overs” in
the United States.”” Since tractors often
operate on uneven ground, a roll-over is
a constant risk for workers.® But many
safety measures are not required by law in
most surveyed countries. Only nine coun-
tries require tractors to be equipped with
roll-over protective structures: Denmark,
Greece, Poland and Spain, Kenya, the Phil-
ippines, the Russia, Turkey and Ukraine.

Conclusion

Agricultural mechanization improves
agricultural productivity, thereby enabling

REPAIR OF
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BOX 4.2 Good practices for tractor import requirements

*  Should allow private companies, including foreign firms, to import
new and second-hand tractors, as well as spare parts for sale.

. Should require pre-shipment inspections of agricultural tractors
at the port of export in order to verify quality, quantity, price and
classification of the imported good.

. Should require private companies to register as importers of
agricultural tractors. The registration should not be limited to a

restricted time period.

without an import permit.

J In countries where the registration is limited to a specific time
period, the validity should be at least 10 years.

*  The cost of the registration should be affordable.

*  Should allow private companies to import agricultural tractors

. In countries where the permit is required, the permit should
not be limited to a restricted time period.

*  The cost of the permit should be affordable.

markets for rural economic growth and
improving rural livelihoods. There is still
much to be done in countries to improve
the enabling environment for success-
ful agricultural mechanization and move
toward the good practices identified,
such as:

s Safeguard availability and timely
delivery of agricultural tractors
through streamlining import pro-
cedures. In Bolivia registering as a
tractor importer has no cost, and
importers are not required to get
a permit each time they wish to
import tractors.

s Ensure that imported tractors suit
country conditions by requiring
testing of agricultural machinery.
In the Kyrgyz Republic regulations
require that tractors be tested to
ensure their suitability to country
conditions, as well as their compli-
ance with established performance
standards. The cost of the test is
minimal.

Facilitate tractor durability by
requiring tractor registration and
appropriate after-sales service.
In Colombia appropriate after-sales
services must be provided at the
tractor dealer level. It is also required
that tractors must to be registered;
the registration can be obtained
within two days at a minimal cost.

=  Guarantee high-quality tractors
by requiring compliance with
national and international perfor-
mance standards. Fifteen of the 40
studied countries have established
national standards for agricultur-
al tractors, and 10 stipulate that
imported tractors should conform
to international standards.

= Ensure safety of tractor operators
by enforcing safety standards
such as roll-over protective struc-
tures and seatbelts. Regulations
in Kenya stipulate that agricultural
tractors must be fitted with a roll-
over protection structure (ROPS)
and require that seatbelts must be
fitted where a ROPS structure is in
use (box 4.3).

Laws and regulations that promote both
control and efficiency requirements can
help facilitate and ease the availability
of machinery for agricultural produc-
tion. The machinery topic identifies and
measures several key regulatory con-
straints that can hinder farmers’ access
to appropriate machinery. The topic
uses agricultural tractors as a proxy to
assess the regulations for agricultural
machinery. These actionable indicators
are intended as a starting point for dis-
cussion with policymakers on possible
ways to address regulatory constraints
and inefficiencies that might obstruct the
expansion of mechanization, the quality
of imported tractors and safety of tractor
operators.

BOX 4.3 Good practices for tractor standards and safety

*  Should require that manufacturers of agricultural tractors comply
with national quality and performance standards.

. Should require that national tractor standards be in accordance
with international standards (International Organization for
Standardization, Organisation for Economic Co-operation and

Development).

. Should require that agricultural tractors be equipped with a fixed
roll-over protective structure and seatbelts.
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FIGURE 4.3 Mozambique and Bangladesh impose high costs on importers of agricultural tractors

Cost to register as an importer of agricultural machinery (% income per capita)
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Note: Countries that require companies to register as an importer of agricultural machinery: Bangladesh, Bolivia, Burkina Faso, Céte d'Ivoire, Ethiopia, Guatemala,
Jordan, Mali, Mozambique, Myanmar, Nicaragua, the Philippines, Sri Lanka and Sudan. Countries that require companies to obtain a permit to import agricultural
machinery: Bangladesh, Bosnia and Herzegovina, Burkina Faso, Ethiopia, Jordan, Lao PDR, Mali, Morocco, Myanmar, the Philippines, Russian Federation, Rwanda
and Sudan. Bosnia and Herzegovina and the Philippines were excluded from the lower figure because the price of the import permit for agricultural machinery is

calculated as a percentage of the customs value.
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5. FINANCE

EXPANDING ACCESS TO
FINANCIAL SERVICES

Imagine a successful farmer, Sophia, whose farm is in the Morogoro region of Tanzania. Sophia

exercises great discipline by making sure she saved a substantial part of the money from selling her

crops to pay for inputs and school fees as well as to deal with emergencies. But since there are no

banks nearby in the Morogoro region, Sophia, like most farmers in the region, keeps her savings at

home, where they are at risk of theft. This is about to change for Sophia and the other farmers since

banks can now hire local agents that represent them where their branches fail to reach. Sophia will

be able to deposit and withdraw cash, pay bills, transfer funds and obtain loans without needing to

travel hours to the closest bank. And access to formal providers will offer a wider range of financial

services as well as safer and less expensive transactions.

EBA finance indicators measure the qual-
ity of laws and regulations that promote
access to financial services and support
the development of agricultural enter-
prises. Regulations that ensure the sta-
bility of the financial system and protect
customers while promoting innovative
ways of delivering financial services help
meet the financial needs of farmers and
agribusinesses.! The finance indicators
address factors important to custom-
ers excluded from traditional financial
services due to their geographical loca-
tion or the type of collateral they have
available.

Regulation and supervision of micro-
finance institutions (MFIs) and credit
unions, the first two indicators for EBA
finance, were chosen for study because
MFls and credit unions are important
providers of microcredit and other finan-
cial services to those who cannot access
financial services through commercial
banks.? They provide savings and credit
for farmers and agribusinesses to pur-
chase fertilizer and seed and pay for
crop marketing, storage and transport.
But many countries lack an appropriate
legal framework to regulate and super-
vise those institutions.®> While overly
burdensome requirements on MFls and
credit unions drive up the cost of their

products, prudent regulations flexible to
the different activities farmers engage
in can cut the costs of financial services
and foster financial inclusion.* Regula-
tions also include consumer protection
regulations that ensure that customers'
savings are safely handled.

Formal financial markets fail to reach
most smallholder farmers in developing
countries® who live far from urban cen-
ters and cannot afford high transaction
costs.® Agent banking and e-money,
measured under the third and fourth
indicators for EBA finance, offer farm-
ers in rural locations access to financial
services without needing to travel far to
a bank. In agent banking agents provide
financial services on behalf of a bank in
areas where the bank's branches do not
reach. Non-bank e-money issuers can
provide payments, transfers and sav-
ings for those excluded from the formal
financial system.” Regulation has not
caught up with the rapid development
of these new ways for delivering finan-
cial services. Legal uncertainty and
nontransparency impede the growth of
the market.® Regulators need to strike a
balance between maximizing the oppor-
tunities for agent banking and e-mon-
ey while minimizing the risks that they
bring.’

The fifth indicator for EBA finance
addresses warehouse receipt systems.
Farmers often lack traditional collater-
al, such as houses or cars, required to
obtain a loan. Warehouse receipt sys-
tems enable farmers to obtain financing
by using their newly harvested crop as
collateral. Strong regulations protect the
interests of both depositors and lenders
and help build trust in the system. They
ensure transparency and predictabil-
ity required to attract customers and
financial institutions to use or accept the
agricultural commodities as collateral.’®
The data" cover the following areas:

®*  Microfinance institutions (MFlis).
This indicator covers the regu-
lations for deposit-taking MFls.
It measures the requirements to
establish an MFI, prudential regu-
lations including minimum capital
adequacy ratios and provisioning
rules imposed on MFls, as well as
consumer protection requirements
focusing on interest rate disclosure
and enrollment in a deposit insur-
ance system.

s Credit unions. This indicator mea-
sures the existence and content
of credit union regulations includ-
ing the minimum requirements to
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establish a credit union, prudential
ratios and consumer protection
requirements similar to those mea-
sured for MFls.

= Agent banking. This indicator
focuses on the regulations for
allowing third party agents to pro-
vide financial services on behalf of
commercial banks. It includes the
minimum standards to qualify and
operate as an agent, type of con-
tract between commercial banks
and agents, the range of financial
services agents can provide and
bank liability for agent actions.

*  Electronic money (e-money). This
indicator measures the regula-
tions for the provision of e-money
by non-bank issuers. It covers the
licensing and operational standards,
as well as requirements on safe-
guarding funds collected by non-
bank e-money issuers.

*  Warehouse receipts. This indicator
covers the existence and scope of
rules regulating warehouse receipt

systems, including insurance and
other performance guarantee
requirements for warehouse oper-
ators and the form and content
required for legally valid receipts.

Colombia has the highest score on EBA
finance indicators, due to strong regu-
lations on credit unions, e-money and
warehouse receipts (figure 5.1).1? Colom-
bia's credit union regulations set mini-
mum ratios to ensure financial stability
and require transparency in loan pricing.
E-money regulations set minimum stan-
dards for licensing and require issuers
to safeguard customer funds and ware-
house receipts regulations allow both
paper and electronic receipts.

The Kyrgyz Republic is the only coun-
try that scores above average on all
five indicators. Other countries in the
top 10 show vast differences in their
financial regulations. Kenya achieves
the top score on electronic money but
has no system for warehouse receipts.
Although the Philippines scores 100 on
credit unions, there is no regulation for
agent banking.

Many countries impose overly
strict regulations on microfinance
institutions and lack regulations
to ensure the financial stability of
credit unions

MFls and credit unions provide access to
credit and savings for customers unable
to obtain loans or open accounts at
commercial banks—due to geographic
location, a lack of credit history or low
credit-worthiness. Whereas MFls take
deposits from the public, credit unions
provide financial services to members
and often at lower cost than banks and
MFls.*Both MFls and credit unions reach
customersin rural areas who are normal-
ly excluded from traditional banks.

MFI regulations have to be more strin-
gent than those for banks."* MFls have
higher administrative costs for each
dollar lent given the limited volume and
value of microloans. And their portfoli-
os tend to be confined to loan products
with substantially similar risks, limiting
the room for diversifying portfolio risk.
Microloans have higher default risk since
they are not secured by collateral and the

FIGURE 5.1 The Kyrgyz Republic is the only country that scores above average on all five indicators
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banks.

applicants.

BOX 5.1 Good practices for MFI regulations

= Should require MFls to maintain a capital adequacy ratio (CAR) that
is equal to or slightly higher than the CAR for commercial banks.

. Should require provisioning schedules for unsecured MFI loans to
be similar to or slightly more aggressive than those for commercial

. Should require MFls to disclose the full cost of credit to loan

*  Should require MFls to participate in the deposit insurance system.

credit-worthiness of borrowers is hard
to assess. But overly restrictive regula-
tions can reduce loans to MFI customers,
hindering access to financial services.”
Smart MFI regulations should secure the
financial stability of MFIs while protect-
ing consumers, yet not be so restrictive
as to reduce lending (box 5.1).

Among the 30 countries measured by
the microfinance indicator, 24 allow MFls
to take deposits from the public while 6
do not.'® MFIs that take deposits can
offer more services to customers than
credit-only institutions, such as savings
accounts, which enable the poor to man-
age emergencies better, smooth con-
sumption and take advantage of invest-
ment opportunities. Deposit mobilization
also gives MFls a stable channel to scale
up operations and outreach.”

Once a loan becomes delinquent, finan-
cial institutions must set aside reserves
("provisions")—usually a percentage of
the loan's value—in case the borrower
is unable to repay. Although provisioning
helps MFls maintain stability in case of
loan losses, requiring MFIs to provision
too much too quickly leaves less money
available to grant new loans. MFls
should be bound by similar or slightly
more aggressive provisioning rules than
commercial banks.'® Of the 24 countries
that allow MFIs to take deposits, 14 have
similar provisioning rules for MFls and
commercial banks, while 9 overly bur-
den MFIs.” In Ghana MFls are required
to reserve 100% of the value of an unse-
cured microfinance loan if the loan has
been overdue for 150 days, while banks

are required to do so only when a loan
has been overdue for one year.

A capital adequacy ratio (CAR) mea-
sures a financial institution’s ability to
withstand portfolio losses from nonper-
forming loans.?° Regulators impose min-
imum CARs to protect depositors and
promote the stability of financial insti-
tutions. Proportionately higher CARs
should be required for deposit-taking
MFls given their riskier portfolios and
higher operating costs. But CARs that
are too high can reduce the number
of loans granted.”’ Of the 24 countries
where MFls are allowed to take depos-
its, 8 require the same CARs for MFls
and commercial banks (figure 5.2). Nine
countries impose discriminative rules
against MFls by requiring that minimum
CARs be at least three percentage points
higher than required for commercial
banks. Three countries set lower CAR
requirements for MFls, putting MFls at
greater risk for financial instability.

Tajikistan scores the highest in this area,
where minimum CAR requirements
for MFls are the same as for banks and
both are bound by common provisioning
rules. It also features strong consumer
protection measures such as requiring
MFls to disclose the full cost of credit to
loan applicants and requiring MFI partic-
ipation in the deposit insurance system.
These requirements promote customer
confidence in microfinance institutions
while ensuring financial stability.

Of the 6 lowest scoring countries on
the MFI indicator, 5 are located in West

Africa. Regulations in these countries do
not set a minimum capital requirement
to establish an MFI and include overly
restrictive provisioning schedules for
them. These countries also have no man-
datory deposit insurance systems.

While a majority of EBA countries that
allow MFls regulate them prudently,
credit unions are not regulated to the
same extent. Although credit unions
take deposits from and lend to only their
members, they should be subject to
appropriate regulations to ensure finan-
cial stability and protect the deposits of
their members (box 5.2).?? Credit union
regulations tend to have various finan-
cial stability requirements ranging from
liquidity and reserve ratios to stable
funding ratios—sometimes including a
minimum CAR. Twenty-three of the 30
countries with credit unions regulate
such ratios, and 8 require credit unions
to adhere to a minimum CAR.

Transparent loan pricing helps custom-
ers determine whether they can afford
a loan.?* Requiring financial institutions
to disclose a loan's effective interest
rate to a borrower protects consum-
ers from loans with unfair or abusive
terms,?* which is especially important
for low-income and low-literate cus-
tomers.?> But of the 22 countries that
have regulations for both MFlIs and
credit unions, only 11 require both types
of institutions to disclose the effective
interest rate to customers. Another
4 require only MFls to disclose their
effective interest rates, while 2 require
only credit unions to disclose. The
remaining 5 do not require either MFls
or credit unions to disclose the effective
interest rate.

The Kyrgyz Republic, the Philippines
and Tanzania score highest on the cred-
it unions indicator. Regulations in these
countries set prudent requirements that
guarantee the financial stability of cred-
it unions and include consumer protec-
tion measures. All require appropriate
minimum capital requirements and a
low minimum number of members to
establish credit unions. And they set
minimum ratios for financial stability for
credit unions. Each ensures transparen-
cy in loan pricing by requiring that credit
unions disclose loans' effective interest
rates to prospective borrowers.
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FIGURE 5.2 Almost half the countries that allow MFIs to take deposits require a higher capital adequacy ratio for

MFIs than for commercial banks
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Note: The capital adequacy ratio (CAR) is defined as an institution's total capital to risk weighted assets. It aims to prevent institutions from taking excess leverage

and becoming insolvent in the process. International regulation recommendations encourage commercial banks to maintain a minimum CAR of 8% to safeguard

against portfolio losses. Excessively high minimum CARs can reduce lending capacity and appetite of an institution. By contrast, a minimum CAR that is too low

can result in financially unstable institutions. Therefore, a good practice is for MFlIs to have equal to or slightly higher minimum CARs than commercial banks. There

is no minimum CAR required for MFls in Bangladesh, Mozambique and Myanmar.

BOX 5.2 Good practices for credit union regulations

. Establish appropriate minimum capital requirements to establish
credit unions.

. Should define the minimum number of members to establish a
credit union in regulations.

*  Should require credit unions to adhere to minimum ratios for
financial stability such as capital adequacy and liquidity ratios.

*  Should require credit unions to disclose the full cost of credit to loan
applicants.

The financial sector is more
inclusive in countries with
branchless banking laws

Few banks open branches in rural areas
because population density is much
lower than in cities and the limited cus-
tomer base hardly justifies the costs of
operating a new branch. Rapid ICT devel-
opment has spurred new ways to deliv-
er financial services without relying on
a local bank. Agent banking, also called
branchless banking, relies on agents
that provide services to rural customers
through retail points while remotely con-
nected to a bank in a city. Alternatively,
payments and deposits can be made
electronically through mobile phones or
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debit cards (e-money). Both e-money
and agent banking offer farmers more
economical ways to access financial ser-
vices so that they do not need to travel
far to a bank branch.?®

Of the low-income and lower-middle-in-
come countries covered, only 11 regulate
agent banking.?” Among them, 7 adopt
the good practice of allowing both exclu-
sive and nonexclusive contracts between
agents and financial institutions, while
the remaining 4 prohibit exclusive con-
tracts (figure 5.3). Exclusive contracts
promote innovation by granting banks a
monopoly over an agent. Nonexclusive
contracts allow agents to provide ser-
vices for multiple financial institutions,
increasing access to financial services.?®

It is good practice to allow agents to offer
a wide variety of financial services (box
5.3).2% Although most of the 11 countries
measured allow agents to provide cash
deposits, withdrawals, transfers and bill
payments, only in Bangladesh and Ghana
can clients open a deposit account
through an agent.

Finally, it is good practice to hold com-
mercial banks liable for the actions of their

ENABLING THE BUSINESS OF AGRICULTURE 2016

agents.>° This ensures oversight of agents
and increases customer confidence.
Among the 11 countries measured, only
Ghana and Ukraine do not hold commer-
cial banks liable for the acts of their agents.

While both agent banking and e-money
enable inexpensive and accessible finan-
cial services by lowering delivery costs,
e-money allows customers to access
savings, payments and transfers through
mobile phones.*!

Of the 28 countries that have regulations
on e-money, 16 allow businesses to issue
e-money without having to hold a bank-
ing license (box 5.4).32 While these busi-
nesses still need adequate supervision,
obtaining a banking license can be costly
and is likely to deter innovative actors
from entering the market.

Kenya's strong e-money regulations
are reflected in the country’s top score.
Thanks to high standards for licensing

documents.

BOX 5.3 Good practices for agent banking regulations

. Should identify minimum standards to qualify and operate as an
agent, such as real-time connectivity to the commercial bank.

*  Should allow agents to enter both exclusive and nonexclusive
contracts with financial institutions.

. Should allow agents to offer a wide range of services such as cash-
in, cash-out, bill payment, account opening and processing of loan

*  Should hold commercial banks liable for the actions of their agents.

FIGURE 5.3 Countries are at different stages of developing legal frameworks to regulate agent banking activities

B Countries with a legal framework on agent banking

B Countries without a legal framework on agent banking

Countries allow both exclusive and nonexclusive contracts

B Countries do not allow both exclusive and nonexclusive contracts

Source: EBA database.

Note: Thirty countries measured under the agent banking indicator include Bangladesh, Bolivia, Burkina Faso, Burundi, Cambodia, Cote d'lvoire, Ethiopia, Georgia,

Ghana, Guatemala, Kenya, Kyrgyz Republic, Lao PDR, Mali, Morocco, Mozambique, Myanmar, Nepal, Nicaragua, Niger, the Philippines, Rwanda, Sri Lanka, Sudan,

Tajikistan, Tanzania, Uganda, Ukraine, Vietnam and Zambia.
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e-money.

issuers, such as:

CFT) laws.

regulated financial institution.

BOX 5.4 Good practices for e-money regulations

. Should allow both banks and non-bank businesses to issue

*  Should specify minimum licensing standards for non-bank e-money

= internal control mechanisms that comply with anti-money
laundering and combating the financing of terrorism (AML/

*  consumer protection measures and recourse mechanisms.

*  Should require e-money issuers to safeguard and ring-fence
customer funds by holding funds in a separate account at a

non-bank e-money issuers, regulations
protect customers against fraud by
imposing anti-money laundering and
combating the financing of terrorism
(AML/CFT) controls and require e-mon-
ey issuers to have consumer protection
measures, such as consumer recourse
mechanisms. And they require issuers
to safeguard customer funds by setting
aside 100% of what is owed to custom-
ers, so that money is readily accessible
when the customers want to convert
their e-money back to cash.

The relevance of e-money for financial
inclusion is shown by Global Findex data
on the share of the poor population with
an account at a financial institution.?*
This correlates positively with the licens-
ing standards imposed on non-bank
e-money providers as measured by the
finance indicators, suggesting that in
countries with strong e-money laws, a
higher share of the population is finan-
cially included.?* Regulations in these
countries typically combine clear mini-
mum capital requirements with internal
AML/CFT controls and consumer pro-
tection measures.

Few countries regulate warehouse
receipt systems

Many farmers in emerging economies
lack traditional collateral required to
access credit, so warehouse receipts can

enable farmers and agricultural produc-
ers to use agricultural commodities as
collateral for a loan.*> And secure and
reliable warehouse receipt systems can
enable farmers to extend the sales peri-
od beyond the harvesting season (box
5.5).36

Comprehensive warehouse receipt reg-
ulations are still limited for the industry.
Only 15 of the 34 countries measured
under the warehouse receipts indicator
have laws regulating warehouse receipt
systems (figure 5.4).

Performance guarantees—such as
requirements that warehouse receipt
operators file a bond with the regulator,
pay into an indemnity fund and insure
the warehouse and stored goods against
theft, burglary and natural disasters—
increase user confidence in the ware-
house receipt system.?” Furthermore,
insuring a warehouse and the goods
inside reduces a bank’s risk in lending
against a warehouse receipt, which may
incentivize banks to extend credit.?® Of
the 15 countries with warehouse receipt
laws, 12 require the warehouse opera-
tor to insure the warehouse and stored
goods, but only 7 require that the oper-
ator file a bond or pay into an indemnity
fund.

Of the 15 countries with laws regulating
warehouse receipts, 5 score 100 on the
warehouse receipt indicator, all having
enacted specific warehouse receipt laws
in the past 15 years. Three of the 5 are
in Sub-Saharan Africa: Ethiopia, Uganda
and Zambia.?® Turkey and Ukraine also
score full points.

Uganda's Warehouse Receipt System Act
of 2006 and Warehouse Receipt Regula-
tions of 2007 have created an enabling
environment for the use of warehouse
receipts as collateral for loans. The laws
create licensing standards for warehouse
operators, including a requirement to file
a bond with the warehouse authority to
ensure fulfillment of duties and a second

obligations as an operator.

valid.

certificate of pledge.

BOX 5.5 Good practices for warehouse receipt systems

*  Should require warehouse receipt operators to file a bond with
the regulator or pay into an indemnity to secure performance of

. Should require that warehouse and stored goods be insured against
fire, earthquakes, theft, burglary and other damage.

*  Should require that both electronic and paper-based receipts be
. Should define the information required to be stated on a receipt,

including the location of storage, the quantity and quality of goods
and the information on security interest over the goods, such as the
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FIGURE 5.4 Three of the five top performers on regulations related to warehouse receipts are in Sub-Saharan Africa

Source: EBA database

Note: High-income countries—Chile, Denmark, Greece, Poland, Russian Federation and Spain are not measured under the warehouse receipts indicator. Burkina

Faso, Burundi, Cambodia, Cote d'lvoire, Ghana, Jordan, Kenya, Lao PDR, Mali, Morocco, Mozambique, Myanmar, Nepal, Niger, Rwanda, Sri Lanka, Sudan, Tajikistan

and Vietnam do not have any regulations for warehouse receipts.

requirement that all stored goods are
fully insured against loss by fire and other
disasters. The law defines the content
of a valid warehouse receipt and allows
receipts to be negotiable.

Conclusion

Increasing access to financial services is
key to helping farmers smooth volatile
income flows, better allocate risk and
increase production. The EBA finance
results show that there is opportunity in
many countries to improve laws and reg-
ulations and move towards good practic-
es, such as:

*  Implementing standards for micro-
finance institutions that ensure
stability and protect customers,
yet are not so restrictive as to limit
access to financial services. Ken-
ya's microfinance regulations set a
loan provisioning schedule that is
slightly more aggressive than that

for commercial banks and requires
microfinance institutions to partici-
pate in a deposit insurance system.

Establishing minimum prudential
and consumer protection stan-
dards for credit unions. The Phil-
ippines’ credit union regulations set
a low minimum number of mem-
bers to establish a credit union and
require credit unions to disclose
their effective interest rate to loan
applicants.

Creating an enabling environ-
ment for commercial banks to
hire agents to perform financial
services. The agent banking regula-
tions in the Kyrgyz Republic require
agents to have real-time connec-
tivity to the commercial bank and
hold commercial banks liable for the
actions of their agents.

Allowing non-bank financial insti-
tutions to issue e-money. Colombia

requires non-bank e-money issuers
to have internal control mechanisms
to comply with AML/CFT laws and
standards and to safeguard 100% of
customer funds.

= Fostering a legal environment that
raises confidence in the ware-
house receipts system and the
use of agricultural commodities
as collateral for loans. In Ugan-
da warehouse operators must pay
into an indemnity fund and insure
the warehouse and stored goods
against theft and damage.

An enabling regulatory environment can
improve access to financial services for
farmers and agribusinesses. The chal-
lenge is to strike a balance between
stability of the financial sector and pro-
tecting customers, while increasing
access to financial services. The finance
topic focuses on a small set of regula-
tory indicators that measure lending
constraints for microfinance institutions
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and credit unions, the entry and opera-
tional requirements for agent banking
and non-bank e-money issuers and the
regulations for using warehouse receipts
as collateral. These indicators can help
policymakers identify where regulatory
reforms can improve access to finance
for farmers and agribusinesses.

Notes

1. CABFIN 2001.

2. CGAP2012.

3. Nair and Kloeppinger-Todd 2007.
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7. Lauer and Tarazi 2012.

8. Kumar and others 2006.

9. Alexandre, Mas and Radcliffe 2010.
10. Ammar and Ahmed 2014.

1. High-income countries—Chile,

Denmark, Greece, Poland, Russia
and Spain are not measured under
the EBA finance indicators and data
for those countries are shown as
“N/A." The EBA finance indicators
were designed to measure laws and
regulations that promote access
to financial services for potential
customers that are partially or fully
excluded from traditional financial
services. This is not applicable to
high-income countries whose agri-
businesses and smallholder farmers
have few obstacles accessing the
formal financial sector. Data from
the Global Findex database show
that, on average, more than 80%
of the population of high-income
countries in the EBA sample have
an account at a formal financial
institution. In addition, high-income
countries have developed alterna-
tive financial instruments to those
covered by EBA finance indicators.
For instance, instead of warehouse
receipt financing, term financing
and working capital financing are
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27.

widely used in high-income coun-
tries. Additional indicators will be
designed to account for regulations
governing relevant financial ser-
vices in high-income countries next
cycle.
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come countries, is not measured
under the MFI and agent banking
subindicators.

WOCCU 2011.
CGAP 2012.

CGAP 2012; Cull, Demirglic-Kunt
and Morduch 2009.

High-income and upper-middle-in-
come countries (Bosnia and Herze-
govina, Chile, Colombia, Denmark,
Greece, Jordan, Spain, Turkey,
Poland and Russia) are not mea-
sured under the MFI subindicator
since commercial banks serve the
needs of the majority of the popula-
tion in these countries.

CGAP 2003.
CGAP 2012.

Myanmar does not set a provision-
ing schedule for microfinance loans.

Capital adequacy ratio is defined as
a financial institution’s total capital
to risk-weighted assets.

CGAP 2012.

Branch and Grace 2008.

Chien 2012,

The annual percentage rate (APR),
an amortization table, or the total
cost of credit including interest and
other charges were used as proxies
for the effective interest rate.

Chien 2012,

Jayanty 2012.

High-income and upper-middle-
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Greece, Jordan, Spain, Turkey,
Poland and Russia) are not mea-
sured under the agent banking sub-
indicator since bank branch pen-
etration is high and branches are
accessible in rural locations in those
countries.

Muthiora 2015.
Tarazi and Breloff 2011.
Ibid.

Gutierrez and Singh 2013; Jack and
Suri 2011.

High-income countries (Chile, Den-
mark, Greece, Poland, Russia and
Spain) are not measured under the
EBA finance indicators.

Demirglic-Kunt and others 2014.

The correlation between the per-
centage of poor population having
an account at a financial institution
and the score on standards to be
licensed as an e-money issuer is
0.35. The correlation is significant
at the 5% level after controlling for
income per capita.

Hollinger, Rutten and Kirakov 2009.
Lacroix and Varangis 1996.
Wehling and Garthwaite 2015.

Ibid.; Kiriakov and the QED Group,
LLC 2007.

Only 4 of 14 Sub-Saharan Afri-
can countries have laws regulating
warehouse receipt systems.
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6. MARKETS

ENABLING ACCESS

Huy, a farmer in Vietnam's Mekong River Delta region, suspects a virus outbreak on his farm. If Huy reports

the threat to the local plant protection authority, he can receive the necessary treatments to contain the

outbreak and minimize the impact on his crop. So when the harvest comes he can fulfill his obligations

as a member of an agricultural cooperative, pooling his production with other farms to sell to a local

rice trader. Huy and his fellow farmers in the cooperative are interested in exporting to more profitable

foreign markets, but they face several obstacles in the process. Besides preparing export documents and

conducting expensive quality testing in order to sell in destination markets with more stringent product

standards, they must first obtain a Certificate of Eligibility for the Rice Export Business issued by the

Ministry of Industry and Trade—principally to state-owned enterprises and for a limited time only.

EBA markets indicators measure regu-
latory obstacles agribusinesses face in
producing, marketing and exporting agri-
cultural products, as well as the strength
of plant protection measures.

Regulations on producers, buyers and
exporters of agricultural goods can
affect business growth and, in turn,
the growth of the agricultural sector
as a whole. Plant protection regulation,
the first indicator for EBA markets, was
selected for study because reliable pest
management and robust pest control at
the border go hand-in-hand with strong
agricultural sectors.” Unmanaged and
undocumented pest populations lead to
crop failures, smaller harvests and con-
taminated products, hindering market
access at home and abroad.? But where
governments require pest surveillance
activities by plant protection authori-
ties and impose reporting obligations
on the private sector, pest outbreaks
can be dealt with promptly and crop
damage minimized. Using this informa-
tion to prepare pest lists and conduct
pest risk analyses enables governments
to regulate cross-border agricultural
trade in a cost-effective manner, nego-
tiate access to foreign markets for their
producers and issue valid and reliable
phytosanitary certificates for exports.?
Producers and exporters rely on the
guarantees of phytosanitary certificates
to show that their products comply with

the plant health requirements in destina-
tion markets.

Production and sales, the second EBA
markets indicator, is comprised of three
components. The first component looks
at the regulation of agricultural sales and
purchases. Such regulations can take
the form of licensing and registration
requirements for the sale or purchase
of certain agricultural products, or may
involve special registration requirements
for agricultural production contracts.*
Such licenses can impose an addition-
al regulatory hurdle and hinder market
access opportunities for smallholder
farmers. A second component ana-
lyzes the regulation of farmers’ coop-
eratives. Farmers' cooperatives help
producers overcome regulatory hur-
dles and achieve economies of scale.”
Cooperatives allow members to access
inputs at a lower cost through aggregate
purchases of seeds and fertilizers and
to use collectively owned equipment,
such as tractors, harvesters and stor-
age facilities. Farmers' cooperatives can
also offer members services to facilitate
sales, negotiate long-term agricultural
contracts and enter lucrative and reli-
able value chains.® A final component
of this second indicator addresses the
enforceability of mediated settlement
agreements and the ease of resolving
contractual disputes outside traditional
courts.

The third indicator for EBA markets
addresses the requirements for export-
ing agricultural products. Regulatory
bottlenecks—such as special licenses,
registration and export documentation
—can raise transaction costs associated
specifically with exports and discourage
private investment in marketing and stor-
age capacity.” Delays in obtaining man-
datory export documents can reduce
overall export volumes due to damage or
deterioration, especially for time-sensi-
tive agricultural products.®

The data cover the following areas:

= Plant protection. This indicator
measures key aspects of domestic
plant protection regulations, includ-
ing surveillance and pest reporting
obligations, the existence and avail-
ability of quarantine pest lists, pro-
vision for pest risk analysis and risk-
based border inspections, domestic
containment and border quarantine
procedures.

®*  Production and sales. This indica-
tor addresses issues that can have
an effect on the enabling environ-
ment for producers and other agri-
businesses in a country. It considers
(i) product-specific licenses to sell
or purchase agricultural products,
(i) the ability of farmers coopera-
tives to establish, merge and take
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out loans and (iii) the enforceabil-
ity of mediated settlement agree-
ments, which is a preferred method
of resolving disputes stemming from
agricultural production contracts.

*  Agricultural exports. This indi-
cator, which is not scored, mea-
sures requirements on agricultural
exports, including mandatory mem-
berships, trader-level licenses and
per-shipment documentary require-
ments, including the time and cost
to obtain these documents.

Bosnia and Herzegovina, Chile, Colombia,
Greece, Poland and Spain have the high-
est scores on markets indicators overall,
with only minor differences observed with
respect to regulations impacting agricul-
tural production and sales (figure 6.1).
Countries lagging behind on the overall
score tend to have more divergent results
with respect to each indicator, with the
majority of countries receiving higher
scores for the indicator on production
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and sales than for plant protection. For
example, Burkina Faso, Ethiopia, Malj,
Myanmar, Rwanda and Uganda all have
scores for production and sales that
are 50 or more points higher than their
scores for plant protection. Countries in
Sub-Saharan Africa and East Asia and the
Pacific have the lowest scores for plant
protection. In Sub-Saharan Africa most
countries do not have a list of regulated
quarantine pests, which is a key element
when negotiating with trading partners
and for managing pests domestically.
Countries in East Asia and the Pacific
tend not to allow risk-based phytosanitary
inspections on import consignments.

The strength of plant protection regu-
lation varies greatly across countries.
Denmark and Chile have robust plant
protection regulations, including pest
surveillance and reporting obligations, as
well as pest containment and quarantine
procedures in relevant laws. These coun-
tries carry out pest risk analyses and
make pest lists publicly available.

FIGURE 6.1 EBA markets scores overall and by indicator
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Although the scores for production and
sales do not vary as much across coun-
tries as for plant protection, differenc-
es exist. In Nepal there are no licensing
requirements for potato production or
purchase, while Sri Lanka requires coco-
nut producers and buyers to register
annually with the Coconut Development
Authority. Some countries may impose
potentially burdensome requirements on
producers. Nicaragua requires coffee pro-
ducers to be registered to produce and sell
coffee. And in Morocco producers must
meet certain minimum capital require-
ments to establish a farmers’ cooperative.
Imposing additional burdens and compli-
ance costs can limit market access.

Roughly half of the countries surveyed
impose at least one trader licensing or
membership requirement on export-
ers and there is no significant variation
among countries across income groups.
Fourteen countries require one mem-
bership or license to export the selected
product, while Kenya, Morocco and Sri

Niger
Tanzania
Philippines

Zambia
Burundi
Burkina Faso
Uganda
Rwanda
Ethiopia

Mali

Kenya
Myanmar

Sri Lanka

Céte d'lvoire
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Lanka require two and Ghana requires
three.

In low-income and lower-middle-income
countries, traders also face longer delays
to obtain the documents required for
each export shipment (figure 6.2). On
average, it takes about twice as much
time to obtain per-shipment export doc-
uments in low-income and lower-mid-
dle-income countries than in upper-mid-
dle-income and high-income countries.
But significant variations exist within
each income group. Obtaining the doc-
uments takes over 10 days in Tanzania
(low income), Zambia (lower middle
income) and the Russia (high income);
it only takes 2 days in Burkina Faso,
Mozambique and Nepal (all low income),

slightly below the average in upper-mid-
dle-income countries.

In some countries exporters face lengthy
processes and high costs to obtain export
documents, as in Zambia, where a cere-
al trader must spend roughly 11 days and
1,135 Zambian kwacha (10.8% of income
per capita) to get all the required docu-
ments, including phytosanitary and fumi-
gation certificates. Cambodian cereal trad-
ers face similar hurdles, spending about 7
days and over 350,000 Cambodian riels
(8.6% of income per capita) to obtain a
phytosanitary certificate, fumigation cer-
tificate and a quantity and weight certifi-
cate before they can export. But a fast pro-
cess may also coincide with high costs. In
Lao PDR a coffee trader has to spend more

than 1,200,000 Lao kip (9.4% of income
per capita) to obtain the phytosanitary and
fumigation certificates, although they are
issued in just 3 days, below the average
of lower-middle-income countries. Con-
versely, a Russian cereal trader spends
only 1,790 Russian rubles (0.3% of income
per capita) but waits about 12 days to
obtain a phytosanitary certificate, a quality
certificate, a fumigation certificate and a
health certificate.

Strong plant protection frameworks
correspond with low time and cost
to obtain a phytosanitary certificate

Plant protection frameworks consist
primarily of “phytosanitary measures,”

FIGURE 6.2 Time to obtain per-shipment export documents is greater in low-income and lower-middle-income
countries on average, and it varies greatly within income group
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which refer to any legislation, regulation
or official® procedure to protect plant
health and prevent the introduction and
spread of pests, diseases, or disease-car-
rying or disease-causing organisms and
limit their economic impact.'’” Pest lists
allow exporting countries to issue phyto-
sanitary certificates tailored to foreign
market requirements and facilitate trade
negotiations by indicating whether spe-
cific pests are present in each country."
The list of regulated pests is publicly
available for more than half the countries
measured. Chile, Denmark and Spain
have more advanced pest databases
available online that list the status and
geographic distribution of pests in the
country.

Phytosanitary measures applied to
imports of agricultural and other plant
products at the border—such as inspec-
tions, sampling and laboratory testing
and quarantine procedures—safeguard
the domestic agricultural sector against
the entry, establishment and spread
of pests and diseases across borders.
But since border agencies have limited
resources to inspect and control every
import consignment, pest risk analy-
sis (PRA) can be used to differentiate
between consignments based on risk
and impose border controls accordingly
at a higher or lower rate (box 6.1).” PRA
evaluates biological or other scientific
and economic evidence, often specif-
ic to a commodity or country of origin,
to determine whether a pest should be
regulated and the strength of any phyto-
sanitary measures to be taken against
it.” Of the 40 countries studied, 31 pro-
vide for a PRA procedure in legislation, or
have a designated unit to carry out PRA.
Seventeen countries allow phytosanitary
import inspections to be carried out at a
reduced frequency based on PRA: Boliv-
ia, Bosnia and Herzegovina, Colombia,
Denmark, Ethiopia, Georgia, Greece,
Guatemala, Jordan, the Kyrgyz Republic,
Mozambique, Poland, Russia, Spain, Tan-
zania, Turkey and Ukraine.

The strength of phytosanitary protec-
tion regulations can also affect wheth-
er agribusinesses meet phytosanitary
requirements in destination markets, as
they enable producers to meet certain
minimum standards and demonstrate
compliance.'* Strong plant protection in
high-income countries also corresponds
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surveillance.

pests.

Convention.

conduct it.

management basis.

BOX 6.1 Good practices for phytosanitary regulation

*  Should require plant protection agencies to conduct pest

*  Should require producers and land users to report outbreaks of

*  Should establish a publicly available pest database that lists pests
present in the country and their current distribution and status to
help land users to monitor and treat pests.

*  Should establish a list of regulated quarantine pests and make
available on the website of the International Plant Protection
*  Should mandate pest risk analysis by law or officially task a unit to

*  Should allow phytosanitary import inspections on a risk-

*  Should address both domestic containment and border quarantine
procedures in relevant legislation.

with lower costs to obtain a phyto-
sanitary certificate for export, while the
certification process takes the least time
to complete in upper-middle-income
countries (figure 6.3).

The enabling environment for
production and sales varies across
countries

Many governments impose special
licensing regimes on the domestic mar-
keting of certain agricultural plant prod-
ucts. These requirements can deter-
mine whether farmers are permitted
to sell regulated crops, or if those crops
can be bought only by licensed buyers.
Of the 40 countries covered, 9 require
registration or licensing to sell or pur-
chase agricultural products or enter
agricultural production contracts.”® In
Tanzania, sweet potato producers must
be registered with the authorities to
sell their produce. In the Philippines,
purchasers of coconut products need
a license from the Philippine Coconut
Authority. In Kenya, anyone engaged in
collecting, transporting, storing, buying

or selling potatoes for commercial ends
must register with the Agriculture, Fish-
eries and Food Authority. And in Tur-
key, producers must register with the
authorities to enter an agricultural pro-
duction contract.

Agricultural production and marketing
capacity can be improved through coop-
erative arrangements among farmers,
but excessive initial capital requirements
can make it harder for smallholder farm-
ers to establish a cooperative in the first
place (box 6.2)." Furthermore, limita-
tions on the commercial operations of
farmers' cooperatives—raising funds
from third parties such as commercial
banks, or merging with other farmers’
cooperatives—hinder growth and mar-
keting potential.” Of the 40 countries
studied, most do not restrict third-par-
ty loans or mergers between farmers’
cooperatives. But in Morocco, the Phil-
ippines and Turkey the law establishes
a minimum capital requirement for the
creation of a cooperative. This require-
ment is highest in Turkey, where share-
holders are required to form a minimum
capital of 50,000 Turkish lire, equivalent
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FIGURE 6.3 Obtaining a phytosanitary certificate is less expensive in high-income countries, but takes less time in

upper-middle-income countries
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producers

licensing.

capital requirements.

from third-party sources.

BOX 6.2 Good practices for regulations related to agricultural

*  Should allow sales of plant products without product-specific

*  Should allow farmers to establish cooperatives without minimum

*  Should allow farmer’ cooperatives to raise capital through loans

*  Should allow farmer’ cooperatives to grow through mergers.

*  Should enable prompt and effective dispute resolution through
enforceable mediated settlement agreements.

to 219.2% of income per capita, just to
register and establish a cooperative.’®

In marketing agricultural products, dis-
agreements may arise between farmers
and buyers over prices, product qual-
ity or delays in delivery or payment.

Disagreements can be potentially fatal
for production contracts, which rely on
long-term positive relationships and
may account for all current and pro-
jected sales for farmers. Alternative
dispute resolution (ADR) mechanisms,
such as mediation, conciliation, expert

determination and arbitration, offer
means to resolve disputes more prompt-
ly and effectively than traditional court
procedures, and as a result preserve
business relationships and livelihoods."”
Whereas the cost, length and complex-
ity of traditional court procedures can
heighten disagreements, ADR facilitat-
ed by a neutral third party is more con-
sensual, collaborative and practical in
nature.?®

The legal force of any settlement agree-
ment reached through ADR can be an
important consideration for parties
seeking dispute settlement. Of the 40
countries surveyed 22 allow settlement
agreements reached through extra-
judicial mediation to have the same
enforceability as a court decision. In 8 of
those countries a settlement agreement
reached through extrajudicial mediation
automatically has the same binding force
as a court judgment. Four of those coun-
tries are located in Latin America and
the Caribbean (Bolivia, Chile, Colombia
and Nicaragua). In the remaining 14 the
settlement agreement can be filed with
a court or notarized to acquire the same
enforceability as a court judgment and
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bind the parties accordingly. Six of those
countries are located in Sub-Saharan
Africa, 2 in East Asia and the Pacific, 2
in the Middle East and North Africa, 1in
Europe and Central Asia and the remain-
ing 3 are OECD high-income countries.
In 18 countries a successful extrajudicial
mediation can result in a settlement
agreement with the binding value of a
contract between the parties. In case of a
breach, enforcement would thus require
civil litigation first to establish the valid-
ity of the agreement (or contract) and
then to establish a breach. Thirty-eight
countries offer the opportunity to seek
mediation during the course of judicial
proceedings upon a referral by the court
or at the parties’ own initiative.

More trader-level export
requirements apply to cash crops
than to other product groups

Many governments impose trader-level
licensing regimes on the export of agri-
cultural products. When analyzed by
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product type, cash crops stand out as
being subject to more membership and
licensing requirements to export, increas-
ing the associated costs (figure 6.4).%"

Similar trader-level licensing and mem-
bership requirements are imposed in the
countries where cash crops were studied
(figure 6.5). In Kenya, Rwanda and Sri
Lanka, where tea was selected as the
export product, exporters must maintain
membership of and pay annual fees to
a specific organization to source tea for
export through an auction in the respec-
tive country. Exporters might also have
to register or obtain an export license
from a public agency responsible for
affairs related to tea. In Kenya tea export-
ers must register annually with the Tea
Directorate to obtain the right to export
and be members of the East African Tea
Trade Association to purchase tea at
the Mombasa Tea Auction. In Sri Lanka
both an annual export license issued by
the Sri Lanka Tea Board and a pass to
the Colombo Tea Auction from the Cey-
lon Chamber of Commerce are required

to export tea. The situation is similar in
Rwanda, where the associated costs
are equivalent to $1602.30 (246.5% of
income per capita).

For coffee—the cash crop selected for
Burundi, Colombia, Ethiopia, Lao PDR,
Nicaragua and Uganda—all countries
except Lao PDR impose an export license
or its equivalent. Coffee exporters in
Colombia must register with the Regis-
tro Nacional de Exportadores de Café.
Exporters in Ethiopia must obtain a cer-
tificate of competence from the Ministry
of Agriculture and Rural Development
every year. Despite similarities in licens-
ing regimes, the incurred costs vary
greatly among countries. They range
from greater than 85% of income per
capita in Burundi and Uganda to minimal
or no cost in Ethiopia (1.6% of income
per capita), Colombia (free of charge)
and Nicaragua (free of charge).

Between the two countries where EBA
studied cocoa bean exports, Ghana
has established more requirements for

FIGURE 6.4 Cash crops are subject to more trader licensing and membership requirements than other product

groups and thus to higher costs
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MARKETS

FIGURE 6.5 Similar trader licensing and membership requirements are imposed in countries where cash crops are

studied
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exporters than Cote d'lvoire. In Ghana
cocoa exporters must be members of the
Federation of Cocoa Commerce and are
required to obtain an export license from
the Ghana Cocoa Board as well as an
annual accreditation by the Plant Protec-
tion and Regulatory Services Directorate,
leading to a cumulative cost equivalent
to approximately $2,345.60 or 150.3%
of income per capita. In Cote d'Ivoire, by
contrast, an export license granted by
the Conseil du Café-Cacao costs roughly
$198.30 or 12.8% of income per capita,
and is the only requirement imposed on
the trader level.

Per-shipment requirements have a
lower time and cost under a bilateral
or regional agreement

Regional and bilateral economic integra-
tion through preferential trade agree-
ments (PTAs) typically reduces the
number of per-shipment requirements
to export. PTAs aim to reduce or remove

tariff and non-tariff barriers to trade in
goods, services and finances between
participating countries.?” They have
grown in number and coverage in recent
years and may extend to “the integra-
tion and improvement of transport and
trade logistic systems, strengthening of
infrastructure, harmonization of institu-
tional arrangements and practices and
improvement in behind-the-border poli-
cies and regulations that impose a bur-
den on business activity.”?* They often
streamline customs procedures and
remove export licenses and other border
measures; in complex arrangements they
can facilitate harmonized and mutually
recognized standards. As such, they can
increase market access for agribusiness-
es in relevant countries and strengthen
cross-border value chains.?

The EU countries measured (Den-
mark, Greece, Poland and Spain) illus-
trate this integration. While agribusi-
nesses in these countries can export
to other EU countries without special

documentation, if they choose to export
the same consignment to a non-EU
country, it takes on average two days
and 0.2% of income per capita to com-
plete the required documents.?® In other
countries the time and cost associated
with mandatory document requirements
are generally lower when exporting agri-
cultural products to regional or bilateral
trading partners (figure 6.6).2

Conclusion

Improving access to markets for agri-
cultural producers is crucial for develop-
ing a country’s agricultural sector. The
analysis shows that there is still plenty of
room for countries to improve their laws
and regulations and move towards good
practices identified, such as:

= Strong phytosanitary protection
legislation governing national sur-
veillance for pest lists, pest risk
analysis and domestic and import
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FIGURE 6.6 It is on average faster and less expensive to complete per-shipment documents when exporting to

regional or bilateral trading partners
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Note: Relevant bilateral and regional trade agreements between studied countries and the selected trading partner were not identified for the following 14 countries:

Bolivia, Burkina Faso, Burundi, Cambodia, Ethiopia, Ghana, Kenya, Russian Federation, Sri Lanka, Sudan, Tanzania, Turkey, Uganda and Ukraine. Data on time to ob-

tain per-shipment export documents are not available for Cote d'lvoire, Ethiopia, Morocco, Rwanda, Sudan and Uganda. Data on cost to obtain per-shipment export

documents are not available for Colombia, Cote d'Ivoire, Morocco and Uganda. These cases were excluded from the calculation of the averages.

quarantine procedures. Plant
protection laws and regulations in
Nepal require the government to
conduct pest surveillance and pest
risk analysis and make a list of reg-
ulated quarantine pests publicly
available.

* Laws that do not obstruct the
production or sale of agricultural
goods domestically. Thirty-one
of the 40 countries studied do not
require a product-specific license to
engage in an agricultural production
contract, or to sell or purchase the
contracted product.

*  Alegal environment that supports
farmers' cooperatives. In Zam-
bia there is no minimum capital
requirement to establish a farm-
ers' cooperative, which facilitates
farmer coordination activities and
reduces the initial investment need-
ed. Cooperatives are also allowed to
merge and take out loans from third
parties.

»  Efficient and affordable require-
ments to export major agricultural
products, including membership,
licensing and per-shipment doc-
umentation. In Guatemala fruit
exporters are not required to obtain
a license or become a member
of a specific organization before
they can export and the process to
obtain the per-shipment mandatory
documents is efficient, costing only
0.2% of income per capita.

Identifying good regulatory practices is
challenging when dealing with the agri-
cultural sector because, besides facil-
itating production, market access and
cross-border trade, regulation is also
needed to protect domestic produc-
tion and the environment from pests
and diseases. The markets topic identi-
fies certain regulatory constraints that
can hinder agricultural production and
sale. These indicators are a starting
point for discussion with policymakers
on addressing such regulatory con-
straints and working towards a more

streamlined, productive and profitable
agricultural sector.

Notes

1. International Plant Protection Con-
vention 2015; International Plant
Protection Convention 2012; Lesser
and Moisé-Leeman 2009; World
Bank 2012.

2. Murina and Nicita 2014.

3. International Plant Protection Con-
vention 1997.

4. An agricultural production contract
is a contract where “the producer
undertakes to produce and deliver
agricultural commodities in accor-
dance with the contractor’s spec-
ifications. The contractor, in turn,
undertakes to acquire the product
for a price and generally has some
involvement in production activities
through, for example, the supply of
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10.

1.

12.

13.

4.

15.

inputs and provision of technical
advice." See UNIDROIT, FAO and
IFAD 2015.

Farmers' cooperatives are also
known as agricultural cooperatives,
farmers' cooperatives or produc-
ers’ associations. A farmers’ coop-
erative is defined as a voluntary,
jointly-owned and democratically
controlled association of farmers
created to support and promote the
economic interests of its members
through joint economic activity,
including, but not limited to, pro-
duction, processing and marketing
of agricultural products. If different
types of farmers' organizations exist
in a country, those that most closely
adhere to this definition are select-
ed for study.

Arias and others 2013; FAO 2013.

World Bank 2012; Pannhausen and
Untied 2010; Comprehensive Afri-
can Agriculture Development Pro-
gramme (CAADP) 2009.

Djankov, Freund and Pham 2006.

"Established, authorized or per-
formed by a National Plant Protec-
tion Organization.” International
Plant Protection Convention 2005.

International Plant Protection Con-
vention 2005. Erratum. This defini-
tion should be understood to super-
sede and correct that in Enabling the
Business of Agriculture 2015.

International Plant Protection Con-
vention 2003.

International Plant Protection Con-
vention 2004.

International Plant Protection Con-
vention 2007.

Asian Development Bank 2013.

For each country, this finding
is based on the most produced
non-processed non-cereal product
in terms of gross production value
(current million US$). All data are
sourced from FAOSTAT, using the
production data of 2012 (the latest

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

available year). Cereal crops are
excluded from the analysis because
they are less suitable for agricultural
production contracts due to several
characteristics, including high risk
of side-selling given well-developed
local or export markets, less need
for technical assistance to meet
market specifications and poor
potential for price differentials.

For additional information on min-
imum capital re