POLICY BRIEF

AGRICULTURAL TRADE
Agricultural trade policies that promote open markets, spur job creation, and increase
income can power global economic growth, reduce poverty, and increase food security
and nutrition. By attracting investment and improving trade with other nations — next
door or around the world — countries can use market forces to shape their futures.
Through the Feed the Future initiative, USAID is ensuring that policy initiatives support
development efforts by advancing trade in the agricultural sector. Feed the Future
engages governments, civil society organizations, and the private sector to work
collaboratively to address market challenges and trade opportunities. Targeting policy
improvements at all levels, programs build the capacity within governments for policy
analysis, development, and implementation using the principles of transparency,
inclusiveness, and predictability. The goal is to promote greater trade across borders
and participation of the private sector, inclusion of women, and link producers to
regional and global economies. USAID targets reduction of tariffs and trade bans,
improving border procedures, strengthening sanitary and phytosanitary (SPS) systems,
and increasing domestic market efficiencies.
The goal is to promote greater trade across borders and participation of the private
sector, and link producers to regional and global economies.
Improved agricultural trade benefits all sectors and populations. Research shows that
while most of the poor do not participate directly in international trade, they benefit
indirectly through better access and greater availability of food as well as favorable
pricing — higher prices in food surplus areas and lower prices in food deficit areas.
Greater linkages with markets give smallholder farmers the chance to respond to
demand for agricultural products and earn greater income.

IMPLEMENTING THE FEED THE FUTURE POLICY AGENDA

Improving Policy
The Feed the Future policy approach
to advance food security focuses on
countries with policy priorities most
likely to reduce poverty and hunger.
Using evidence-based research, this
approach sets forth a framework
for U.S. Government support using
principles of good governance, efficient
markets, sustainable rural livelihoods,
risk reduction for vulnerable people,
better coordination, and greater
accountability. These efforts:
• Strengthen partner-country policy
institutions;
• Increase country ownership
of policy change processes and
outcomes; and
• Support greater civil society and
private sector participation.
The framework is detailed in a Policy
Guide to complement country-specific
priorities and foster collaboration
among agencies. A series of policy briefs
supports the Guide and explores
topics critical to advancing food security.

Policy Priorites

processes that conform to recognized regulatory standards
that protect their domestic health and those of trading
partners. USAID assists countries in establishing transparent
and effective SPS systems based on scientific data that are
predictable and consistent, yet adaptive to varying conditions.
Helping countries understand requirements and establish
effective strategies to meet global SPS standards is a Feed
the Future priority.

Feed the Future focuses attention on four key areas to improve
market access and trade:
• Eliminating trade bans and decreasing use of tariff and
non-tariff barriers. In collaboration with governments and
the private sector, USAID promotes reduced and harmonized
tariffs in regional markets consistent with international trade
agreements. It supports market-oriented and evidencebased solutions to trade bans and seeks alternative strategies
to reduce price volatility.
• Improving trade facilitation and border management.
Policies and practices that increase efficiencies at border
crossings are a priority, including efforts to reduce costs and
delays by lowering administrative and procedural barriers.
Efforts promote reductions in port and inland transportation
expenses and sources of delay, and increase involvement of
the private sector in transporting agricultural commodities.
Consideration is also given to the gender dimensions of
cross-border agricultural trade.
• Promoting science-based regulatory regimes and
building capacity to meet international sanitary and
phytosanitary (SPS) standards. Sufficient capacity to
comply with sanitary (human and animal) and phytosanitary
(plant) measures are essential to the exchange of agricultural
goods and protecting the health and safety of people, animals,
and the environment. To take part in domestic, regional, or
global trade systems, countries must establish policies and

• Enhancing domestic market efficiencies and transparent
processes. Improving market information and opportunities,
particularly for women, increases income levels and promotes
greater trade participation. Feed the Future supports
government-led activities to improve market opportunities,
supply market information for domestic trade, and address
food safety and quality. Defining government’s role in
managing emergency assistance through income supplements
or food supplies and reducing its involvement in market
stabilization activities leads to greater efficiencies felt
throughout the economy.

Meeting SPS Standards
Increases Profits
Pesticide residue that exceeds allowable U.S. limits on Central
American horticultural crops is one of the major constraints
for market access between Central America and the United
States. Agricultural products from Guatemala were particularly
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problematic — there was no enforcement of maximum residue
levels (MRL) of pesticides for goods leaving the country, and
in some instances, chemicals banned for human consumption in
the U.S. were applied to crops.
USAID’s SPS program employed a 2-track approach targeting
technical issues and policy constraints. First, it provided
training and technical assistance to help farmers practice good
pesticide use and management. Assessments showed that
smallholder farmers were not mixing, using, and storing
pesticides appropriately, and in some instances, were using
prohibited chemicals that did not meet safety standards. Field
training introduced smallholder farmers to new strategies
including integrated pest management (IPM) that controls
insects without chemicals.
Second, USAID worked with the government to review
agricultural trade policies, assess the scope of the problem, and
identify opportunities to make changes to regulations that
impact Guatemala’s agricultural exports. Improvement efforts
yielded impressive results. At the policy level, new laws and
improvements to pesticide registration requirements were
enacted. Training strengthened the capacity of testing facilities
to implement reformed or newly enacted standards, and the
national lab earned certification to test for pesticide residues.
Farmer income increased by 38 percent, the result of more
products meeting safety standards and reaching markets, and
the volume of produce containers rejected for violations fell
from more than 1,000 containers in 2008 to fewer than
100 by 2010.

Research Collaboration
Offers Evidence to Remove
Trade Barriers
South Africa’s produce markets are high-value opportunities for
surrounding countries that can meet stringent phytosanitary
import standards. In 2008 at the height of the production
season, Mozambican bananas ready for export were quarantined
because of South Africa’s suspicion of fruit fly infestation. That
ban cost local producers some $2 million in just 2 weeks.
With support from USAID, and collaboration with the
government of Mozambique and Eduardo Mondlane University,
research and monitoring programs revealed that mature,
green Cavendish bananas could not host the Bactrocera
invadens fruit flies of concern to South Africa. These bananas
were pest free, even when they were harvested from highly
infested areas. Research results led South Africa to lift its trade
ban on the green bananas from Mozambique’s northern
producing areas. Following this successful work, USAID supported
a more comprehensive study of green banana fruit fly host

status across all production zones that resulted in the removal
of South Africa’s restrictions on green bananas from Mozambique.
Today, Mozambique’s banana exports to South Africa total
roughly $20 million annually.
Expanded study of fruit flies and implementation of management
programs, along with training for extension agents, is ongoing
and helping countries across the region improve production
and exports. Coordinated research efforts have discredited
SPS barriers established without scientific evidence, increasing
intra-regional trade and boosting agricultural growth. Recently,
USAID-supported fruit fly research helped Zimbabwe’s banana
producers meet South Africa’s import regulations and secure
market access.

Gender & Trade
Women form a large and critically important component of the
agricultural trade sector. They face a variety of obstacles that
impede participation in formal and informal trade mechanisms
which constrain their profitability and productivity. Improving
the conditions under which women transact in the agricultural
sector — from the field to the marketplace — is an effective
step toward building greater food security and stimulating
economic growth. Women entrepreneurs hampered by lack of
credit, trade in smaller volumes. Small volumes combined with
burdensome regulations and tariffs reduce profit margins and
curtail cross-border trade. Limited access to information —
from customs and quotas to policies — means women miss
opportunities and fail to, or are unable to, comply with processes
and procedures. A study in East Africa showed that only 1 out
of 4 women involved in informal trade were aware of the East
African Customs Union, which allows for duty-free and quotafree trade on a reciprocal basis.
At the border, women encounter other barriers, including
harassment and discrimination. In India, women wait 37 percent
longer than their male counterparts to see the same customs
official. In some countries, the right to own a passport or laws
that limit a woman’s independence or mobility effectively cut
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off their ability to participate in cross-border trade. Elsewhere
women face additional challenges. For example, in Indonesia,
women are not able to enter into a contract on their own
behalves. The Philippines and Papua New Guinea place limitations
on the ability of women to work at night.
Feed the Future’s Gender Brief discusses a range of policy
implications for this cross-cutting development priority.

TRADE SUCCESS

Reducing Barriers
Unnecessary checkpoints across West Africa slow the transport
of goods, creating delays that threaten the quality of agricultural
products and increasing transportation costs. These delays also
heighten the potential for bribery and harassment, and contribute
to frustration that threatens regional trade. A regional agreement
specifying no more than three checkpoints for transit cargo —
at the port, border crossings, and for final clearance — was put
in place but not enforced. In Togo, a turning point came when
the Minister of Security and Civil Defense enforced the regional
agreement, eliminating redundant checkpoints and the possibility
of problems. Thanks to that action, Togo’s streamlined system
has reduced the time it takes to transport goods across the
country from 3 or 4 days to 1 day.

Policy Analysis Is a Valuable
Tool to Drive Reform
In 2012, Kenya introduced the Value Added Tax (VAT) bill in
parliament that proposed a tariff on goods including agricultural
inputs (seeds, animal feed, and fertilizer) and foodstuffs. Had the
measure moved forward as initially written, it would have led to
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significant price increases for agricultural inputs, and had serious
ramifications on agricultural production and food security.
The Tegemeo Institute of Agricultural Policy and Development,
based in Nairobi, used USAID assistance to analyze the effects
of the VAT to illustrate the impact it would have on food
security. The study showed that a 16 percent VAT charged on
fertilizer and seed would increase the cost of producing a 90 kg
bag of maize by 5 to 6 percent, and result in a decline in maize
production from 9 to 53 percent. Food prices were projected
to increase; up to 30 percent for maize flour alone.
Following the Institute’s analysis and stakeholder engagement, the
bill was revised and reintroduced, exempting all unprocessed
and some processed foods, seed and fertilizer, agricultural
pesticides, and agro pharmaceuticals. However, animal feeds, which
previously were exempt, were moved to the taxable category.
Given the importance of the poultry and livestock subsector to
food security and nutrition, and the substantial costs of animal
feed to smallholder farmers (over 80 percent of production
costs), the Institute conducted a second VAT assessment. The
study showed that imposing a 16 percent VAT increased the
average price poultry growers paid for animal feed between
16 and 18 percent. Manufacturers passed on the VAT to
consumers, resulting in a 70 to 100 percent decline in profits.
Following engagement with stakeholders where projections
on the bill’s impact were shared, as well as greater insight and
better information, parliament modified the legislation to
exempt animal feeds. The proposed amendments were defeated
initially, but following additional interventions by stakeholders,
a new version of the bill exempting animal feeds and the raw
materials used in their production was enacted as the Value
Added Tax (Amendment) Act, 2014.
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