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America is one of the world’s regions that has shown great dynamism in its inteVg“r.&ﬁ'b'mlb‘ﬂlz~J

globalized economy over the last two decades. In particular, LAC is one of the developing world
regions that has most rapidly and completely integrated into the world economy, since it operates
with one of the most open economies and one of the largest volumes in its trade, technology and
financial flows.

The opportunities offered by integration and open markets to the world economy and its markets
are significant and the region is taking growing advantage of them. In the second-half of this
decade of the 90’s, the rates of increase of agricultural and agri-industrial exports from LAC are
on the order of 15 percent per year, which has allowed a three percentage point increase in world
agricultural and agri-foodstuff market share, from 13 percent to 16 percent. America, taken as a
whole, handles US$36 of every US$100 of the world agricultural and agri-industrial market, i.e.,
more than one-third.

Behind this effort at integration and utilization of opportunities there is a wealth of human,
natural, and productive resources, which make America one of the major world regions with
ample comparative advantages. The contribution of only three percent of primary agriculture
(agriculture, animal husbandry, hunting, fishing, and forestry) to the total GDP of the Americas,
represents a little more than 30 percent of the world’s agricultural GDP.

In the context of integration and the application of profound economic reforms in the countries,
especially in LAC, the 90’s represent a decade of recovery of dynamic growth and important
transformations for agriculture and the rural milieu. A majority of the countries have recorded
significant changes in their productive, technological, trade, institutional, regulatory, and human
structures. However, everything seems to indicate that these efforts should be reinforced to avoid,
among other things, an on-going spread in the technological, productive, institutional, and social
gaps and even more so those of competitiveness and poverty, with regard to the countries that are
our trading partners and principal competitors. In the world’s free economies, it is important not
to lag behind other countries, since in the end one loses positioning, opportunities, and
possibilities for growth and social welfare for broad segments of the population. This occurs
within a given context where the axis of the future economy and society will be the human
resource. America cannot miss the chance to take advantage of the opportunities beneficial to all
and for the capitalization of the women, men, youths, and children of the rural milieu.

The document that we present herewith: “Preliminary Balance of the Status and Evolution of
Agriculture and the Rural Milieu in the Americas: Challenges and Opportunities for the 21+
Century”, forms a part of three inputs prepared by the Institute and is aimed at providing food
for thought on the subject: “Agriculture and the Rural Milieu: a strategic matter for the
development of the Americas” that the Ministers of Agriculture, delegates, and other participants
will consider on the occasion of the Tenth Ordinary Assembly of the Inter-American Board of
Agriculture, between the 26 and 29 of October, 1999, in Salvador, Bahia, Brazil.

Carlos E. Aquino Gonzilez
Director General of the IICA




Introduction

Agriculture and the rural milieu in the Americas carry out important contributions to the economy
and society from the environmental, economic, macroeconomic, and governance points of view.
They have the capacity to reinforce these contributions, but also have precise limits. An essential
one of these is the general environment, which determines to a great extent the possibilities and
the very development of agriculture and the rural milieu, and today has a much more determinant
role than in the past.

~ In this sense, although the last two decades for LAC have meant a full dedication to globalization
and the 21st Century, it has had to do so with problems it has borne since the 19t Century. Such
is the case of the educational, technological and social lags, and unequal income distribution.
Over the last 17 years, this situation has shown no signs of significant change in internal relative
terms, and also in comparative terms with other regions. The average level of schooling of the
labor force and grown in the 90’s at the rate of 0.9 percent per year, contrasted with a growth of
1.6 percent achieved by the region in the 60’s, and 3 percent, for example, in the Asiatic countries
over the last 30 years. In 1999, the magnitude of poverty continues to be an essentially unaltered
constant, calculated at 40 percent of the population, LAC continues to be the world region with
the most unequal income distribution.

The human resource is the world economy’s axis and motor for competition. This resource
represents the foundation of the knowledge and information society of the future. For the
Americas in general, and for LAC in particular, there are many challenges, but one of the most
important is how to permanently increase, under international standards, the capacities and
competitiveness of the 660 million Latin American and Caribbean citizens that we will face in the
coming 20 years. More precisely, the effort consists of: i) guaranteeing that the 160 million
individuals to be born in the coming years will not only not grow up in poverty, but also will
develop their abilities with these international standards; ii) that the 204 million currently poor
persons will rise from poverty and also develop their capacities; and iii) that the rest of the current

population will not fall into poverty and will develop their current capacities further and more
completely.

Regional integration into the world economy provides both threats and opportunities.
Globalization would seem not to be an eligible option, at least not without tremendous
consequences. What would appear as a more likely option is the selection of insertion strategies
to: i) obtain greater benefits from the opportunities; ii) deactivate the threats; and, iii) distribute
the benefits more widely and more fairly. Beginning in 1998, the world economy embarked on
its first financial crisis with significant consequences for our countries in the realms of growth,
exports and capital flows. According to different estimates, the effects could carry through to the
year 2000 or even 2001.

In the light of the general results for agriculture throughout the region, and standing on the
threshold of the new millennium, it would be worthwhile to reflect on the road traveled and the
direction and the challenges for the immediate future, in order to achieve a better positioning and
sustainable development for agriculture and the rural milieu of the Americas.

Today, the challenges and opportunities seem to be more demanding in the face of the
international crisis, the results of economic reforms, disasters and degradation of natural
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resources, the changes in agriculture, the implementation of the resolutions from the Uruguay
Round, and the beginning of a new round of negotiations in the World Trade Organization.

Contents of the Document

The document, preceded by an Executive Summary, consists of three chapters. The first chapter
identifies the major factors that determine the importance and serve to emphasize the fact that
agriculture and the rural milieu are a strategic matter for the present and future development of
the Americas. The second chapter analyzes the recent evolution and identifies some of the main
changes and limitations. The third chapter extracts some preliminary conclusions, challenges and
opportunities that might contribute to the discussion centering on a probable agenda for the 21st
Century.

The principal scope and limitations of the document are the following:

* It is a preliminary study that is intended to initiate an analytical effort that will be more
systematic in the future, as well as motivating the reader to reflection.

e It is restricted to a general and aggregate view of the region, and does not analyze
countries or specific topics in particular. These are both dealt with in the analysis in an
overall sense, in order to construct the general view.

* The conclusions are preliminary since they are based on processes still underway in the
region. The challenges and oppoitunities are merely intents to incite the collective
construction of a strategy for positioning agriculture and the rural milieu in the Americas
and their sustainable development.

* The intention is to create a perspective of agriculture and the rural milieu from the
viewpoint of the Americas and their five regions. However, and particularly in Chapter
11, the document concentrates on LAC. Due to information limitations, the period of study
goes as far as 1997, with a few derivations and estimations for 1998. Thus one additional
effort will be to update the information in view of the important occurrences in the last
year and a half.

* The approach is systemic, which brings into play systems such as natural resources,
primary agriculture (agriculture, animal husbandry, hunting, fishing, and forestry), agri-
industry, and the productive, commercial and environmental services related to them. The
document refers to this linkage as “extended agriculture”. It is worth mentioning also that
Section 2.2.6 on “agricultural support services” leaves out other very important aspects
such as credit and financing, and certification and quality control for agricultural
chemicals and seeds, among others. These aspects, as well as many other aspects in
general could be incorporated in a later edition.

e The information available is not always the most ample, concentrated and sufficient.
Information of this type is not always available, it doesn’t always cover all of the countries
in the same way, and the statistical series are not always uniform and comparable. A
majority of the statistical information comes from the FAO, World Bank, IDB, and
ECLAC, which have been of great value. Other sources, along with the foregoing have



been consulted for documentary information; in particular the analyses carried out
recently by the Institute, together with many other centers of documentation and
specialized organizations.

This document is one of three inputs prepared by the Institute. The second input is the
preparation of a Virtual Documentation Center, via Internet, which is available at
http://www.iica-cdf.org, and has technical information on different matters related to
agriculture and the rural milieu. The third input will be to hold the third Ministerial Forum
on Agriculture and the Rural Milieu for the Americas, which is titled: “Agriculture and the
Rural Milieu: a strategic matter for the development of the Americas”. This Forum will
be held on October 27t of this year within the framework of the Tenth Ordinary Assembly
of the Inter-American Board of Agriculture, between the 26t and 29t of October, 1999,
in Salvador, Bahia, Brazil.
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Executive Summary

L Balance of the Status and Evolution of Agriculture and the Rural Milieu in the
Americas: Challenges and Opportunities for the 21 Century

1.1  On the importance of agriculture and the rural milieu in the Americas

Historically, agriculture and the rural milieu in the Americas have been important for the
economy and society as a whole. At present it continues to be put on an even more relevant plane,
due to its interdependent and “multisectorial” character and for its multifaceted contributions,
i.e., its important economic, macroeconomic, environmental, and governance contributions,
which have all contributed to the growth, development, welfare and quality of life of all of the
inhabitants, both in the rural milieu and in the cities throughout the hemisphere. As a
consequence, at present and in the future, agriculture and the rural milieu are and will continue
to be a strategic matter for all of the countries of the Americas.

1.2 On a vision of the future of agriculture and the rural milieu

The future scenario for the coming two decades can be characterized as one that is fundamentally
inclusive and sustainable. It is based on the interdependence of the globalized economy,
technologically developed and socially less unjust and more democratic. In general, the set of all
of these conditions will allow agriculture and the rural milieu to enjoy a sustainable development
in harmony with nature and with economic integration, technological transformation, in particular
with human capitalization and rural development.

1.3 On the relationship of agriculture and the rural milieu with the rest of the economy and
society

Agriculture and the rural milieu also make up a strategic matter because this sector constitutes a
way of life for millions of individuals that work in it and live from it. However, for a majority of
the countries, particularly in LAC, the rural milieu and its agriculture are suffering a chronic and
overwhelming inequality of access to resources, means of livelihood, and income. These have
determined a situation of structural heterogeneity and impoverishment of extensive sectors of the
rural population, which is of considerable magnitude.

During the heyday of the import substitution model, it was generally surmised that their role was
fundamentally to maintain economic growth and industrial and urban development on the basis
of a depredation of natural, human and productive resources.

After the crisis of 1982, the countries began to reorient their economies towards full international
integration and based their strategy on an *“outward looking” growth model within the context of
globalization. This new situation for agriculture and the rural milieu also meant a reorientation
of the nature of their ties to the rest of the economy on more rational bases, neither distorting the
economy nor penalizing any particular sector.



1.4 On the changes in general

In the light of the results of the economy in general and of agriculture and the rural milieu in
particular, it can be concluded that although the forces of the new globalized economic growth
model have had an impact on all of the countries, this has been differential with regard to its
intensity, dynamism, and timing, and as a consequence, it has not been a linear process.
Therefore, the results vary from country to country and from region to region.

Specifically, everything seems to indicate that at the end of the 20t Century, and after 17 years of
economic reforms, many things have changed within the economic and social realms and at the
aggregate level in LAC. However, the overall economic and social results to date, even with the
application of these reforms, are precarious in some countries, as well as for broad sectors of the
population, and insufficient for the majority.

Although the macroeconomic accounts have been kept in relative equilibrium, the rhythm of
recovery of growth in general is still far from that recorded in the 70’s, as well as that which is
being recorded in the competitor regions in other parts of the developing world. Furthermore,
these rates are far from supporting a development process with equity in the region.

Greater international integration has advantages but also high costs on the side of trade
imbalances, the unfavorable terms in the relationship of the exchange prices and capital
movements. Furthermore, they are particularly unfavorable due to the short-term strategy for this
integration, which to a great extent is based on natural resources and on comparative advantages
on the one hand, and insufficient productive and competitive advances with regard to the rest of
the countries on the other.

Although the social welfare indicators show significant increases, poverty and indigence in
general and their rural expression in particular, where they rule, have essentially not been resolved
in the region in spite of the fact that during the 90°s their accelerated advance during the 80’s was
brought to a halt. Nevertheless, unequal income distribution returned, after a significant reduction
in the 70’s, to its high prior levels.

1.5 On the changes in agriculture and the rural milieu

We can conclude that through the beginning of the 90’s (1993), there had been no significant
manifestation of great change. However, starting in 1994, the situation began to become more
dynamic and changes can be observed at different levels. Agricultural production becomes more
dynamic; the productive structure is visibly transformed on the basis of the utilization of natural
advantages, of a greater productive diversification, especially in the oilseed-livestock and
horticultural-fruit systems; agri-industrialization develops; agricultural and agri-industrial
exports are more dynamic and alter their structure to correspond to the productive structure, and
the productivity of croplands and the agricultural labor force increases, as does the use of
productive factors.

However, although these changes are recent and encouraging, they are still insufficient in two
senses. First, they are neither sufficiently developed nor generalized. Second, the depth and
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dynamism of the changes are not as strong as those in countries from other areas of the world,
which are competitors and/or represent potentially exploitable markets for our countries.

It would seem that natural resources and the environment in general have felt the deterioration
caused by the pressures for competitiveness and those of a strategy for international insertion
based on these resources. We must comprehend and understand the full dimension of the
association between natural disasters, which are becoming an ever more permanent variable of
ever more severe consequences, and the deteriorated state of the natural resources and our
inability to prevent their consequences.

The results are not equal for all of the countries. Around one-half of the countries have a dynamic
and growing agricultural sector which is accompanied by impressive economic growth. Also
falling in this group is a majority of those countries that have increased their per capita food
production, agricultural productivity, and yields. Here too we find a majority of those with the
most advanced reforms, a majority of those that have reduced poverty, and a majority of those
that are net foreign exchange contributors and have the greatest per worker export amounts.

On the other hand, we find the other half of the countries that includes a majority of those that
have lower growth rates in agriculture and those that have recorded lower economic growth
rates. It includes a majority of those with reduced foodstuff production per capita, and a good
part of those with minimal productivity and yield increases. Those that have more recent
economic reforms and less encompassing ones are also well represented. This group includes a
part of those that have shown less poverty reduction or an increase thereof. Finally, there is a
part of those that have contributed less significantly to ameliorate the trade deficit for total goods
and even those requiring foreign exchange to defray their imports. Most of the countries that are
net food importers fall in this group.

There are countries with all of the group’s characteristics and others that combine characteristics
from both groups. The foregoing suggests that these are complex phenomena in evolution. Only
a case by case analysis will provide a greater level of precision and exactitude.

1.6 On the strategic supports for agriculture and the rural milieu

Most of the countries have not fully developed strategic support activities for agriculture in the
more extensive interpretation, such as research and technology transfer services, which show low
investment levels as a proportion of the agricultural GDP, food safety, which increase in strategic
and public importance, but which are still at an incipient level of development; collaboration and
coordination and negotiations in general, which form the core of the process to reach integration
and specific agreements among the actors in the agri-industrial chains; communications and
information in general, and price and market information in particular, which have become
another of the determining elements of competitiveness; training, education, and extension, which
are positioned as growth vectors, competitiveness, income and technology adoption and
management abilities in general, and natural resource and environmental management in
particular.
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Several countries have demonstrated review and re-adaptation processes for public and private
agricultural institutions, at the central, regional, and local levels, but it seems that these are still
initial attempts that have not generalized.

Finally, we can conclude that in an open and competitive economy it is of particular concern to
observe broadening productive, technological, computational, educational, managerial,
institutional, and social gaps inside the countries in the Region, and for all of them in relation to
the countries and regions that are our competitors and trade partners.

1.7 On competitiveness, poverty, and rural development

Agriculture and the rural milieu have very clear capacities and limits to contribute to raising the
competitiveness of the system and to contribute to solving rural poverty. The solutions to
overcoming the critical points allowing increased competitiveness in agriculture and the rural
milieu, and those to overcome rural poverty will not be found uniquely and exclusively in
agriculture and the rural milieu. Although they have a strategic role to play, and both are
intimately related to each other, as part of the same phenomenon, the solutions encompass scopes
and actions that are multi-sectorial and different, where protagonists different from agriculture
and the rural milieu must participate, including actors from other activities and the rest of the
economy.

Therefore, the causes that generate a particular level of competitiveness and of poverty are multi-
sectorial and multidimensional. Each specific reality will allow a joint observation of the factors
that intervene, their interrelations and their weight.

1.8 On the present and the immediate future

The international crisis occurring after July 1997 had negative consequences that were serious
and broad ranging. It was the first great crisis of the globalized economy. The effects caused by
this global financial crisis have led many countries to deepen their application of stabilization
measures. According to different estimates and projections, it had and will continue to have
adverse consequences for our countries, which will be graver still if we do not make an even more
significant effort towards transformation and development. Some of these consequences are
deceleration in economic growth, production, and world and regional trade in particular; as well
as a reduction in both demand, particularly for raw materials, with special impact on agriculture
for export, and external capital flows and external capital availability for the region.

In 1998, and especially 1999 the countries of the region have undergone very difficult years,
which could cancel out some of the advances achieved during the previous 17 years, and could
cause a deterioration of the main economic and social indicators.

By visualizing the results already obtained, and above all by confronting them with the vision of
the future for the next two decades developed in Section 3 of Chapter I, we can conclude that
greater challenges await the countries of the Region at the beginning of the 21st Century. At the
outset, they will require starting with a broad-based reflection that seeks to disarm the threats,
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deepen some measures, reorient others, and define strategies with a long-term vision. All of this
will strengthen the weaknesses, empower the strengths and take advantage in the best way
possible of the opportunities to benefit everyone.

2. Opportunities and challenges

The opportunities and challenges at the beginning of the 21st Century are greater than just a few
years ago.

2.1 On the importance of agriculture and the rural milieu, the strategy for positioning, the
vision of the future, and a renewed approach

The great challenge would seem to consist of maintaining, increasing, and consolidating the
positioning of agriculture and the rural milieu of the Americas on the world stage, in a context of
hypercompetitiveness and accelerated changes in human, institutional, commercial, and
technological dimensions and knowledge in general, as well as duplicating the contributions they
make to the economy and society, at the same time that they contribute to resolving poverty and
indigence in the rural milieu. The specific challenges will be:

* Development of a great effort by all of society to collectively construct a vision of a shared,
global, integral and integrating future, which would accelerate the necessary transformations
in agriculture and the rural milieu, so that they can “get into alignment” with a changing and
demanding reality, but also so that all of society will understand how important they are for
present society and for the societies of the future.

* Definition and implementation of a strategy for positioning agriculture and the rural milieu,
which is directly oriented to eliminating the “paradox of agriculture and the rural milieu”, and
to be disseminated and assimilated among all of the sectors of society. It must be coherent,
functional, and based on facts.

¢ Construction of a new holistic and systemic focus, which would allow acknowledgement of a
much more interdependent, multi-disciplinary and dynamic reality, and as a consequence,
allow the formulation and implementation of a strategy in accordance with these new realities.

2.2 On the reforms, the macroeconomic context, and the changes in agriculture and the rural
milieu

* Deepening of economic reforms and their quality, as well as the incorporation of social
reforms and the achievement of greater equity in the face of the need to increase growth,
achieve higher levels of competitiveness and of making a decisive attack on poverty and
indigence on real and sustainable bases.

* Consolidation of a macroeconomic environment which would definitely and integrally
promote competitiveness, profitability, investment, productive re-conversion, and exports.



More dynamic progress towards changes and transformations, both permanent and
generalized, in the productive, commercial, and institutional realms, and above all in terms of
the regional balances between countries.

Reorientation of the nature of the insertion into world trade, with a long-term vision and a re-
evaluation of the products and services of agriculture and the rural milieu and the maximum
impulse for the industrialization of agriculture and the rural milieu and agri-industrialization.

-Implementation of a support strategy that will lessen the effects of the world financial crisis, .

particularly for the most vulnerable populations, and that will explain for the masses where it
came from, its effects and its duration.

2.3 On natural resources, the environment, and environmental services

Productive conservation of natural resources and a prospective and rational utilization of
biodiversity and reorientation of the insertion strategies into the international economy, based
on an “extensive” exploitation of natural resources.

More effective action and prevention in the face of the persistence of natural disasters and
climate change, since the current challenges are greater, more persistent and massive in their
effects.

Definition of a strategy to promote prospection of biodiversity, i.e., its commercial utilization,
as well as those environmental services such as pollution reduction, air and water quality, agri-
tourism, and “scenic beauty”.

2.4 On the institutions and strategic services for agriculture and the rural milieu

L]

Review of public and private institutions at the central, regional and local levels, to accelerate
and deepen their adaptation, articulation, strengthening, and coordinated actions with a focus
on “from the farm to the consumer’s table”. This should be with a view that combines what
is urgent over the short-term with what is important over the long-term, with greater future and
strategic vision, especially one that incorporates the international component in a manner
consequent with the strategic definition of global insertion for our economies.

Development of strategic support activities for extended agriculture, on the basis of their
institutional suitability and under public and private combinations, centered on specific and
priority fields.

Definition of a specific strategy for greater participation in the international and regional
organizations specialized in relevant matters and greater articulation and coordination among
them.

2.5 On poverty, competitiveness and rural development

* Definition of an explicit and differentiated strategy for the attack on rural poverty and

indigence based on a drive for growth and from an interdisciplinary, multi-sectorial view




towards a multiple solution. We consider it convenient to emphasize four simultaneous and
complementary elements: i) the elevation of educational and health levels together with a
channeling of the rural-rural exodus; ii) promote rural non-agricultural activities and income
as a powerful and sustainable “route” to creating a regional dynamism,; iii) strengthening the
agricultural development “route” in and of itself; and iv) the application of social programs
and guarantees to the vulnerable sectors which will increase their capacities and also avoid the
great costs of the macroeconomic imbalances and programs for monetary and financial
stabilization.

» Definition of a strategy to develop competitiveness, also with a multi-sectorial and systematic
approach, throughout the chain “from the farm to the consumer’s table”. It must be centered
on the development of dynamic competitive advantages at international levels and not just
competitive advantages.

2.6 On sectorial policies

* Definition of inter-sectorial policies taking advantage of the margins established in
international agreements and in congruence with the general strategies and policies on the
basis of heterogeneous situations differentiated in the different agricultures and rural milieus
of each region and country.

¢ Evaluation of the actual and required public and private institutional capacities for the
implementation of policies that are differentiated on the basis of limited resources,
institutional re-adaptation, and decentralization processes.

* Consolidation of a policy for collaboration and cooperation and public and private
relationships with wide-ranging protagonism by private actors based on their co-responsible
participation with true appropriation in the design, implementation, follow-up and evaluation
of the programs, projects, and the actions.

2.7 On public and private investment

* Definition of a public and private financing policy oriented to an increase of the capacities that
reduce productive, technological, computational, educational, managerial, institutional and
social gaps with respect to the countries and regions of other latitudes that are our competitors
or trade partners, and focusing on: i) development of infrastructure, ii) strategic support
services for extended agriculture and the rural milieu; iii) promotion of credit, financing, and
transaction cost reduction within the regional scope; iv) strengthening of institutional
decentralization and modernization; v) strengthening of the public institutional capacities for
insertion, negotiation, and fulfillment of international agreements; vi) productive conservation
of natural resources and prevention of natural disasters; and vii) support for the development
of the capacities of vulnerable and strategic populations, such as rural women, children and
youths.
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3.

A corollary to the foregoing, there are four great challenges to begin our reflection:

The first, to characterize or typify the balances or imbalances recorded between the innovation
in thought, diagnosis, policies, and institutions. On the one hand, in order to find the key
elements and main bottlenecks that would allow us to confront a redefinition of a strategy for
the development of agriculture and the rural milieu in each country. On the other hand, take
advantage of the wealth of the significant advances that the countries have achieved in several
fields, and place them at the mutual disposition of all.

The second challenge consists of defining a strategy and the key components, setting priorities
and redefining public and private functions, ever more strategic the former and ever more
protagonic the latter, in emerging topics, such as, among others: i) The new rurality, policies
and the attack on rural poverty; ii) Trade negotiations, the implementation of agreements and
export promotion; iii) Agricultural health, food safety and quality; iv) Technological
innovation, intellectual property and the management of natural resources and the
environment; v) Credit, financing, and rural infrastructure; vi) Information and
communications of agri-foodstuff and regional-rural development; vii) Human resource
development and curricula in educational and training centers; and viii) Institutional
modernization and public - private relationships.

The third challenge consists of designing and implementing a strategy for aligning all of the
institutions at the central, state and local-municipal levels, a majority of which are public, that
act directly and indirectly on agriculture in it broadest sense. This would promote their
articulation among themselves and their interdependence with private institutions and civil
society. None of those international and regional, technical and financial organisms and
institutions that are linked to extended agriculture and the rural milieu in their different
dimensions must be allowed to escape this process of alignment and articulation.

The fourth challenge consists of generating a broad consensus of the need to re-dimension
agriculture and the rural milieu in the face of the new reality and its complexities. It involves
the collective construction of a new approach that would allow establishing a regional
consensus, which will enable an improvement in the orientations of rural and agri-foodstuff
policy, looking to its current positioning and that which will serve for the coming years.
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CHAPTER 1

Agriculture and the Rural Milieu in the Americas, a Strategic Matter for the Present and the Future



1.1  The myth and the reality behind agriculture and the rural milieu in the Americas

In the view of the predominant culture of the “urban-city-dweller”, the concepts of “agriculture”,
“countryside”, and “rural”, are frequently stigmatized as the “leftovers” of the development of
modern and post-modern society and, in the extreme, as the flip-side of the coin. In contrast,
industry, the city, and city life are associated with Figure 1. LAC: Agriculture’s of the
development and progress. Overall GDP (1960-1997)

In a simplistic association of primary sector
agriculture versus industrialization, the naturally
declining trend of the percentage share of
agriculture in the overall GDP is commonly
presented as a basic argument for agriculture’s loss
of importance. In fact, in Latin America and the
Caribbean (LAC), this participation did drop from
17 percent in 1960 to 7 percent in 1997 (Figure 1).

Percentege of the Total GDP

g § § &

Urbanization is also frequently mentioned as - s - -
having reduced the importance of the rural areas, Prepared with data from CEPAL, 1981 y 1998
since urban areas currently amass three-fourths of the total population .

1997

In fact, however, this perspective is erroneous, since it does not allow one to appreciate
industrialization, urbanization, and the knowledge and information society as positive
Figure 2. Evolution of the Urban Populatio manifestations of a diversification and development of

in LAC economy and society as a whole. Within this overall

society, agriculture and the rural milieu are constituent

parts of this diversification. Their importance, rather

ég than diminishing, is increasing.
5’% 1.1.1 The original sin: People say that agriculture,
2“ the countryside and rural life are no longer important

There is a generalized awareness of the obvious

o - . importance of agriculture and the rural milieu in the

s &8 § 8§ &% industrialization and urbanization processes in LAC,

Prepared with data from CEPAL, 1991y 19%8 particularly as a source of financing and support. In

this regard, there is no room for doubt. However, with the development of industries, services,

and the mega-cities, particularly during the course of the 80’s and 90’s, recognition of the

importance of the former has faded in a more accelerated manner, giving way to the phenomenon
of the “agricultural paradox” (Escudero, 1998).

This is related to the conceptualization that in theory agriculture and the rural milieu are very
important, but are not recognized as such in fact. Although there is a verbal recognition of their
importance, in practice they get left behind both in terms of investment and in the discussion of
their problems.

This is so, since the conceptual distortions bearing on agriculture and the rural milieu have a
“boomerang” effect that returns to influence the reality itself. In other words, the relationship
between thought and reality is a two-way street, they condition each other, giving this
relationship a reflexive character (Soros, 1999) and thus an effect, in this instance, that causes a
significant marginalization of agriculture and the rural milieu.



Although it is true that the trends towards industrialization and urbanization in America have
been historically inexorable (Timmer, 1997), the dichotomic and opposed association of
agriculture - industry and

rural - urban represents a Figure 3. Waves and Divisions of Humanity
serious  error  with
negative  consequences Agricultural Industrial Information and

both for agriculture and Revolution Revolution Knowledge

the rural milieu, as well as
society in general.

To conceive of agriculture
and industry as sectors
independent of each other,
or even in opposition,
would mean denying the

universality and
hegemony of the
industrial revolution that imposed its logic over all economic sectors during the last 200 years,
including agriculture and the rural milieu.

Graver still would be an abstraction that the arrival of the Knowledge and Information Society
and Economy is dismantling the last barriers between the economic sectors and social
conglomerates, regardless of their placement in the cities or the rural areas. In synthesis, this
erroneous vision implies a denial of the industrialization of agriculture itself and of the rural
milieu, in particular an a priori cancellation of the enormous possibilities of reconverting these
systems on this basis and those of knowledge and information (Figure 3).

There are five elements present in the stigmatizing vision of agriculture and the rural milieu,
which suffer from an excessive urban, sectorial, and static bias.

1.1.1.1 There s a lack of awareness that the contribution of agriculture in its more extended
conceptualization is substantially greater than that accounted for in its primary
productive activities.

The basis for this assumption is historical and arises from the association established among
economic activities with a sectorial focus and the national accounts systems utilized. Although
these allow an analysis of intersectorial relations through input-output accounting records (FAO,
1994), the sectorial focus continues to prevail in activities which are ever more interrelated and
where the final competitiveness of a product depends on the different sectors that intervene until
it reaches the consumer’s table.

In a general sense, if an accounting is made for agriculture as a primary activity with its related
agri-foodstuff and agri-industry operations and their contingent services, the contribution to GDP
in LAC increases from 7 percent to a minimum of 25 percent on the average for the region
(Garrett, 1995) (Figure 4). Furthermore, although the trend towards a reduction in its relative
contribution will continue slowly over the long term, even for this extended conceptualization of
agriculture, the essential aspect is to understand that the so-called relative reduction in the
agricultural contribution is, in fact, an abstraction from reality expressed in statistical and relative
terms.
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Therefore, it would be erroneous to associate a relative reduction in the contribution of agriculture
to the overall economy, with the idea of the extinction of agricultural activities. Evidence
indicates that in the region, at faster or slower rates of growth, during the different periods,
agriculture has not and will not cease to grow and diversify horizontally and vertically (Figure S).

In conclusion, agricultural activities and the rural milieu are not only growing and diversifying,
but are becoming tied to other activities in different sectors extending the network of
interdependencies, which are the ones that truly structure the overall economy of our countries.

1.1.1.2 We do not comprehend that
the intersectorial relations 5. FigureS. LAC: Growth af Acriculture Farectrv. Huntine & Fishing
between agriculture and
the rural milieu with the
rest of the economy’s
activities are mutually

beneficial

For each dollar increase in *

agricultural production, the region

generates a four dollar increase in

total product (Echeverria y Reca, 7
1998). The intersectorial

relationships are more important

than is usually recognized by the average citizen, since the deep network of intersectorial relations
of agriculture and the rural milieu with industry and services has grown in numbers as well as
diversity and specialization.



Indeed, a productive, commercial, institutional, and human revolution is taking place in
agriculture and the rural milieu. As a consequence, growth in activities in agriculture, animal
husbandry, hunting, fishing, forestry, agribusiness, the agri-foodstuffs industry, agri-industry,
agri-commerce, agri-tourism, agri-health, and other specialized agri-support services, such as
research, extension, technology, biotechnology, animal and plant health, food safety and raw
materials, and information, among others, also helps to foster the growth of the sectors that are
related to them. These in turn promote the growth of the economy as a whole.

Beyond the consequences of this revolution, it is essential to note that the influences of the
intersectorial interrelationships of agriculture and the rural milieu to the rest of the economy are
two-way, and not in just one direction. Benefits also accrue to activities in the sectors that are
tied to the former and in the final instance to the economy as a whole.

1.1.1.3 Alack of clarity as to the importance of the role that agriculture and the rural milieu of the
Americas play in the world, in the countries, in the regions, and in their localities.

The urban perspective generally tends to

observe the role of agriculture and the rural H"‘;cxmmmﬁe Figure 6b. Participation of Agricultm
milieu in different environments with the same Total GDP of the Americas Agricultural GDP
macro, static and partialized point of view.
This is emphasized by the fact that although
agriculture in the Americas (the 34 member
countries of the IICA included), contributes 3
percent of the total GDP of the hemisphere,
this small percentage at the same time
represents about one-third of the total GDP of
world agriculture (Figures 6a & 6b).
Figure 7a. Participation Figure 7b. Participation of In other words, with the 3 percent contribution of
e e F inWebie Aeuttoca Gpp  hemispheric agriculture to the region’s total GDP,
the Americas manage approximately one third of
‘ the total agri-foodstuffs and agri-industrial output
‘ of the world. This situation also occurs within the

countries of Latin America and the Caribbean,
since with a 7 percent contribution from the
Propared with deta from CEPAL 1998 and the W 1998999. region’s agriculture to the total GDP thereof, it
manages 14 percent of the world’s agri-foodstuffs
and agri-industrial systems (Figures 7a & 7b).

Frequently, there are two causal factors for the lack of knowledge of agriculture and the rural
milieu among broad sectors of society. These factors also foster the prevalence of the generalized,
absolutist and static concept that our countries must look to the world market for those products,
foods, and services in which we are not competitive. On the one hand, a profound lack of
awareness of the potential and comparative advantages represented by the abundant and high
quality natural and agricultural resources that the countries of the Americas possess. On the other
hand, this vision also bears an analysis of static competitive advantages and not dynamic ones.
These inhibit the development of a dynamic and prospective outlook that indicates and is aware
of the profound changes that are occurring and will continue to occur in an accelerated fashion in
the technological and biotechnological frameworks, as well as in communications, consumer



preferences, knowledge, and
information in general.

These advances will lead to a
displacement on the “curve” of Domestic

technological progress and = ReSpree Curve 1

know-how in our countries and

their  agriculture, moving Curve 2

towards more  advanced Curve 3
positions and dynamic

competitive advantages at the Technological Progress

international level. This means
they will therefore progress towards a greater and more sustainable utilization of the competitive
advantages that they already possess (Figure 8).

Furthermore, this same point of view is generally applied with regard to the importance of
agriculture and the rural milieu in the countries, their regions, and localities. For example, the
urbanization of our countries implies a separation of the cities from the material foundations of
the generation of foodstuffs, as well as agricultural and rural products and services, which means
that these populations are in absolute necessity of their products and services.

In a majority of the countries of LAC, this urbanization accelerated in the 70’s and 80’s with a
clear trend towards the creation of very large cities, in excess of one million inhabitants, which
conglomerate around 40 percent of the urban population of these countries. It has also led to the
creation of mega-cities or megalopolises, which aggregate more than one-quarter of the whole
urban population. These social agglomerations represent huge urban stomachs that consume the
foodstuffs, products, and services from agriculture and the rural milieu.

This detachment from rural and agricultural domains, as the sources of foodstuffs and other
necessities, has reached a serious dimension among urban-dwellers, and reaches surprising levels.
Such is the lack of real and systematic contact with agriculture and the rural milieu on the part of
the newer and younger generations that inhabit America’s great and mega-cities, that they have
assumed the idea of a “virtual agriculture” (promoted principally by the communications media).
They no longer have direct contact with real agriculture and the rural milieu.

In addition, the urban point of view has lost sight of the fact that agriculture and the rural milieu
have important roles to play at the regional and local levels of our countries. These are as relevant
as or more relevant than the international and mega-city levels. Needless to say they play a
determining role in the rural zones themselves, but are also very important in the states, provinces,
regions, districts, and municipalities of our countries and even for the mid-size and small cities as
well as for the so-called intermediate cities and rural population centers.

Although the inhabitants of all these cities, just like those in the mega-cities, require products and
services from agriculture and the rural milieu, their separation from their natural foundations is
not as complete. To the contrary, there are various degrees of complementarities and direct and
indirect interdependencies that in many cases represent the basis on which the structure of the
economic and social life of these regions and localities is built.

Figure 8. Competitive Advantage and Technological Progress



1.1.1.4  We are unable to clearly identify the contributions that agriculture and the rural
milieu have made to society as a whole and to national economies.

This inability is basically a product of the predominance of a utilitarian and functionalist vision,
which is sectorialist and static, and that has continued into the present. It assumed primacy during
the phases of industrialization and urbanization of LAC, which began during in the decade of the
40’s of the 20t Century.

In fact, agriculture and the rural milieu have always played multiple roles in all stages in our
countries. Basically there are four main categories of contribution: i) as generators of products,
services and resources; ii) as elements that strengthen macroeconomic stability; iii) as
conservators of the environment and natural resources; and iv) as supporters of governance,
political, cultural, and democratic development in broad sectors of the population as the
foundation of society as a whole.

When speaking of agriculture and the rural milieu, they should be considered in an interrelated
set of regionalized activities that are intersectorialized. An extended concept of agriculture has
the capacity to generate and save essential foreign exchange for the governing economic model,
generating a significant quantity thereof (130% of the trade balance deficit for total goods and
services in the regional economy). Furthermore it has the ability to contribute to food supply
stability with quality production and prices increasingly in decline. This is a basic relation in the
less-developed countries with large impoverished sectors that use the largest part of their income
for the acquisition of foodstuffs (a greater availability of foodstuffs for the poor has a nutritional
impact that relates directly to increased productivity at work).

Agricultural employment can be generated and agricultural income increased, in a sustainable
manner, and in significant amounts that make its growth more dynamic and raise productivity.
This has been shown by recent experiences in several countries throughout the region. It is
capable of generating a regional dynamism in the rural milieu and of fostering employment and
non-agricultural rural income, which at present appears as a powerful alternative to regional
development and direct attacks on poverty in broad zones of a majority of the countries.

At present, when concern for the degradation of natural resources and the environment is
generalized, and is also becoming global, the role of agriculture and the rural milieu is raised to
one of the highest priorities in the world as a whole. They are the key depositories of these
resources and manage a great deal of the environment. These contributions are: on the one hand,
the productive conservation of natural resources, and on the other, their contribution to social
welfare, the improvement and restoration of health and an increase in the abilities of human
beings, particularly in the face of what is known as “urban stress”. In a similar fashion, there are
clear ties between nutrition and productivity; thus the ties between agriculture and the rural milieu
on the one hand and wellbeing, health, and restoration of human capacity on the other.

Finally, agriculture and the rural milieu were key elements in the social movements and the
transformation of the societies of LAC, which occurred during the first six decades of the present
century. Today, social mobilization contributes substantially to governance and democracy.
Insofar as the last 15 years have implanted processes of decentralization and democracy
throughout LAC (IDB, 1997), the contributions of agriculture and the rural milieu to this
governance assume relevance. They are oriented to the harmonization of relations among the
market, the State, and civil society in the regions and localities. These contributions effect greater
order in the territory and physical space, as well as institutionality at the local level, strengthening



decentralization, and finally bringing peace, social cohesion, and democracy in the rural zones
and even in the urban centers located within these territories (Figure 9).

In summary, in the Figure 9. The World is much more Democratic since 1980

context of globalization
and integration,
agriculture and the rural
milieu play an essential
role in the development
of our countries and are
carrying out extremely
important contributions
to the economy, the

macroeconomy,  the

environment, and

governance of society in

America and the world. 1960 1965 1970 1975 1980 1985 1990 1994
For all of these reasons, Taken from Jaggers y Gurr. 1996 ’

agriculture and the rural milieu must be considered a strategic affair and a key piece in an
economic and social development strategy. In particular, they play a central role, both directly
and indirectly, in the reduction of rural as well as urban poverty.

At present, agriculture and the rural milieu have become interdependent activities that are as
important or more important than they used to be. We now know that the economic,
macroeconomic, environmental, and governance functions all fall on a plane of equality of
importance and are perfectly aligned with the requirements of our economies that are ever more
integrated and globalized. Thus, in the current era of globalization and the knowledge and
information society, we are present at the inauguration of a phase, in which the four mega-
functions merge, acquiring together great importance for society as a whole.

1.1.1.5 As yet there is no recognition that with the advance in communications and

information, the traditional isolation of the rural areas has become merely relative.
In fact, the so-called “global village” has also reached the rural zones and no one can argue that
there will be serious hindrances over the medium and long-term for communications and
information technology to penetrate the rural zones, to influence the behavior and habits of the
rural dwellers, and to provide greater relations between them and the urban population. The
linking of the rural areas to the era of knowledge and information is merely a question of time,
basically of access capacity.

The access problem is not a small one. In fact, in a majority of the LAC countries, and
particularly in their rural areas,

they are still far from Table 1. LAC: Access to Communications Media
achieving the standards typical

in developed countries (WB,

1999). Although the topic of

access to communications

media and information for

many, especially the low

income and rural populations, Prepared with data from the WB 1998-99



is currently important (Table 1), this does not gainsay the fact that today’s possibilities are broader
than ever. The so-called “global village” is a reality at levels perhaps unimagined and maybe
even minimized.

Beyond the massive and globalized influence that can be expected with the development of
communications and information, the most important aspect is that they are tearing down the
antiquated and false idea of the city as counterpoised to the rural areas. The ancestral barriers
between the rural areas and the urban areas have been disappearing for some time. However, the
information age and globalization have opened up a new and real possibility of full cooperation
between the countryside and the city, with both of them growing on a plane of greater equality in
their possibilities, their know-how, and in their real performance.

1.1.2 The lessons to be learned.

First of all, and at all costs, we must avoid the creation of a myth that agriculture, the countryside,
and rural life are of no importance. This concept will have no backing and the foundations for
this argument are completely specious and reflect a lack of awareness of reality, which is at
complete odds to an argument of this nature.

This concept, which arose during the Second Wave or Division, is now at a crossroads. It must
either consolidate utilizing the advantage of the “immaterial” over “material”, which is perceived
as the component of value for products and the economic cycle in general, or it will finally
unravel due to the influence of the consequences of this new era. For the latter to occur, there
will have to be a new definition and implementation of a strategy to position agriculture and the
rural milieu. This strategy will have to be expressly disseminated and assimilated among all of
society’s sectors, and be coherent, operative, and based on fact.

The second lesson to be learned refers to the need to understand that just as the urban view of
agriculture and the rural milieu is partial, static and sectorial, there is also a widely disseminated
ruralistic view among the active elements in agriculture and the rural zones. This rural
perspective is equally partial, static, and sectorial, not only towards the urban milieu, industry and
cities in general, but also, unfortunately, towards their own reality, agriculture, the countryside,
and rural life, which essentially suffers from the same vices as the former.

In other words, the dichotomy lies between the two faces of the same coin of our societies,
countryside versus city, agriculture versus industry and rural versus urban. It is an evil that we
all suffer to a greater or lesser extent, because both sides draw their argument from the same
causal basis that provoked the counterpoised approaches.

The effects of a distorted conception are broad ranging and constitute one of the main obstacles
for achieving sustainable development in agriculture and the rural milieu. As a consequence, a
great effort is required by all of society to construct a shared vision that is global, integrated and
integrating, which would accelerate the necessary transformations in agriculture and the rural
milieu. This would allow those sectors of society currently left behind to “get in alignment” with
a demanding and changing reality, but also so that the society as a whole could understand how
important these elements are for present society and for future societies.

1.2 The importance of agriculture and the rural milieu in the Americas, and their regions
Introduction

A futuristic scenario, such as the one offered, calls for an identification of the physical and human
assets in agriculture and the rural milieu, in general terms. The conclusion reached is that in view



of their natural and human resources, due to their penetration of world markets, and due to their
contributions to society, these are extremely important for the continent. This importance tends
to increase, since they are continuously occupying a greater segment of world agri-industrial and
agri-foodstuff systems. In the face of a dynamic world market for agricultural products, over the
last 17 years, America enlarged its market share in those markets by increasing almost 3
percentage points. In fact, from the 33.3 percent that constituted the share of the Americas in the
world agricultural export market in 1980, this increased to 35.7 percent in 1997. This gain is
imputable to the LAC countries, which means they increased their share by almost 20 percent
(LAC climbed from 11.7% to 14.7%, while the United States and Canada declined slightly from
21.5% to 21.0%).

1.2.1 Some indicators of their importance

Here follow some synthetic indicators allowing a rapid visualization of the importance of
agriculture and the rural milieu of the Americas.

* The 3 percent contribution of primary agriculture to the total GDP of the Americas represents
30 percent of the worlds total primary agricultural GDP.

* America produces a large proportion of the world’s major foodstuffs (80% of the soybeans,
60% of the coffee, 53% of the corn, 49% of the sugarcane, 44% of the beef and chicken, 16%
of the pork, 42% of the bananas and sorghum, 26% of the fruits, 25% of the fish and seafood,
24% of the milk, among others).

* For every US$100 exported in agricultural and agri-industrial products in the world, US$36
comes from the Americas.

* America has 32 percent of the world’s surface area, 25 percent of all the agricultural land and
grasslands, 42 percent of the forestlands, and 14 percent of all irrigation.

* Agriculture and the rural milieu of the America’s provide important environmental services.
If fixes carbon at a cost 99 percent below what the world’s contamination industries are
paying. The average cost for preventing the emission of one ton of carbon into the atmosphere
is US$60, while the forests do it for US$0.50 (Espinoza, 1999).

* The Americas offer an inestimable market related to “scenic beauty”, which combines
tourism, whether this be scientific or not, with nature, biodiversity, cultural heritage, and
adventure.

» The Americas could generate on an annual basis an additional market in “functional” products
(containing essential fibers and amino acids) and “nutriceuticals” (medicinal and nutritional)
with a value greater than the agricultural GDP for the whole region. There are estimates that
only 10 percent of the 250 thousand flower bearing species in the world have been examined
scientifically.

* One of every four electoral voters is in agriculture or the rural milieu of the Americas.

e For LAC in particular, and in addition to the foregoing, we find that:

» The 7 percent contribution from primary agriculture to the overall GDP of this region
represents 14 percent of the world’s total agricultural GDP.
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1.2.2

For each dollar produced in the total economy of LAC, US$0.25 is generated in expanded
agriculture.

From each dollar produced in primary agriculture, four dollars are produce in the economy
of LAC.

For each US$100 exported in agricultural and agri-industrial products around the world,
US$16 come from LAC.

For each dollar “embezzled” by society in LAC in its external trade of total goods,
expanded agriculture pays US$0.90 of the bill (primary agriculture pays US$0.45).

Each farmer feeds his or her family and six more persons in the society during the whole
year.

In addition, he or she feeds another person for the whole year with his/her exports, after
having paid the cost of food imports and other agricultural inputs. He/she also provides
quality foodstuffs at low prices, which is of particular benefit to the poor who must destine
the greater part of their income to feed themselves.

Agriculture generates around 59 million jobs in LAC. For every 100 jobs overall in LAC,
27 are generated by primary agriculture; for every 100 jobs overall in LAC, 35 are
generated in expanded agriculture; for every 10 jobs in primary agriculture, four jobs are
generated in the food industry and related services.

LAC has 23 percent of the potentially arable land in the world and 15 percent of the land
under cultivation; it has 27 percent of the world’s fresh water and 30 percent of the world’s
tropical forests.

LAC could generate on an annual basis, within the next ten years, an additional market for
“functional” and “nutriceutical” products with a value that would represent more than the
while GDP from agriculture in the Region (110%).

A general panorama of the present situation of agriculture and the rural milieu

America is inhabited by 785 million people (1997), who represent a little more than one tenth of
the world’s population (Figure 10). Most of this population (75%) is urban-centered and one
fourth (25%) lives in the rural areas. The region holds almost one fourth of the world’s urban
population, but only 6 percent of the rural populace. America possesses almost one third of the

Figure 10. Rural and Urban Population and
Surface Areas for the World and the Americas
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Prepared with data from the WB, 1998-99.
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world’s surface area and has one of the lowest
population densities (20 persons per sq. km.) on
the globe.

The Region generates more that one third of the
Gross World Product, which provides it with an
average personal income that is 154 percent
greater than the world mean. It holds 12.5
percent of the world’s Economically Active
Population and only 3.9 percent of the planet’s
agricultural workers. Farm productivity
(Agricultural GDP/Agricultural Workers) is 596
percent higher than the world average (Figure
11).

Figure 11. Gross Domestic Product
and Agricultural Labor Force
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The relative contribution of agriculture to total hemispheric Gross Domestic Product, although
only 3.1 percent, represents close to 30 percent of the GDP of world agriculture. The Americas
possess 31 percent of the world’s agricultural land, forests and grasslands. To be specific, they
hold 25 percent of the agricultural land and permanent grasslands and 42 percent of the forests

(Figure 13).

Furthermore, the Americas contain 37 million hectares under irrigation, which represent 10
percent of the arable land in the region. This also represents 14 percent of the world’s irrigated
lands. These lands consume an average of 90 kilograms of fertilizer per hectare, 5 percent less

Figure 12, Income and Yields in America
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Cereal production yields per hectare in
the Americas is 14 percent greater than
B Word the wprld average. Its great productive
B Americas capacity is also reflected in the

importance of many of its products
(Figure 14). Among others, it produces
80 percent of the world’s soybeans, more
than 60 percent of the coffee. a little over




half of the corn, almost one half of the sugarcane, 44 percent of the meat, including chicken and
beef, 42 percent of the bananas and sorghum, a little over one-fifth of the fruits, one-fifth of the
fish, shellfish and un-ginned cotton, 24 percent of the milk, 21 percent of the chicken’s eggs, 20
percent of the wheat, 16 percent of the pork, 13 percent of the potatoes, and 11 percent of the
horticultural produce.

1.2.3 Agriculture and the rural milieu at the regional level

The enormous wealth of agriculture and the rural milieu in the Americas is expressed in different
ways in each one of her regions, some of which are abundantly rich; others have less relative
resources. However, in all situations, for each one of the regions, the resources and capacities
available are important and must be seen in the context of each one of these realities and their
own circumstances.

1.2.3.1 Andean agriculture and the rural Andes: Bolivia, Colombia, Ecuador, Peru, and
Venezuela

The Andean Region is home to 13.6 percent  Figure 15. Rural Versus Urban Population in America
of the population of the Americas and 1.8
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slightly greater than the average for the
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It represents one-fourth of the GDP of the Americas, 0.8 percent of the world GDP and has an
income 54 percent below the world average and 88 percent below the average for the Americas.
Holding 12.3 percent of the total workforce of the Americas, it has, however, 20.3 percent of the
agricultural labor force. Agricultural productivity is 124 percent greater than the world average,
but 68 percent below the average for the Americas (Figure 18). The relative contribution of
Andean agriculture to the total GDP for this region is 8.3 percent, but it provides only 6.5 percent
of the total agricultural GDP for the Americas and 1.8 percent of the world’s product.

Figure 18. Agricultural Productivity
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in America (19.7%). Per hectare fertilizer
consumption (102 kg. per hectare) is 14 percent
above the average for the Americas (Figure 19).
There is an average of 16 tractors per thousand
workers occupied in agriculture in the region,
one of the lowest indexes in the Americas and
20 percent below the world average.

The Andean Region has a productive yield of
2.4 tons of cereals per hectare, which is 16
percent below the world average and 27 percent
below the average in the Americas (Figure 20).

The 1990/1997 average indicates that the region

The Andean Region contains 13 percent of
all the arable land, forests, and grasslands
in the Americas, i.e., 4 percent of the
world’s supply. Eleven percent of
America’s arable land and 2.7 percent of
the world supply, 13.7 percent of the
permanent grasslands of the Americas and
3.4 percent of the world’s, and 15.7
percent of America’s and 6.1 percent of the
world’s forest lands can be found here.

The region holds 7 percent of the irrigated
lands in the Americas and 1 percent of the
world’s. 1t is the region with the highest
proportion of arable land under irrigation

Figure 19. Fertilizer Consumption in the Region
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produced 19 percent of the world’s coffee, and about one-thlrd of that produced in the Americas;
16.1 percent of the world’s bananas and 38.1 percent of America’s; 8.5 percent of the world’s
fish and seafood and 35.6 percent of America’s; 4.7 percent of the worlds sugarcane and 10

Figure 20. Cereal Yields in the Regions
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percent of America’s; 3.2 percent of the world’s
chicken and 7.3 percent of America’s (13
kg/person); 2.7 percent of the world’s beef and
6.1 percent of America’s.

The region produced 0.6 percent of the world’s
pork and 3.9 percent of America’s; 4.1 percent
of the world’s fruits and 15.5 percent of
America’s; 1.6 percent of the world’s chicken’s
eggs and 7.6 percent of America’s; 1.7 percent
of the world’s milk and 7.3 percent of
America’s; 2.1 percent of the world’s potatoes
and 15.8 percent of America’s; 0.8 percent of



the worlds horticultural produce and 7 percent of America’s; 0.7 percent of the world’s
soybeans and 0.9 percent of America’s; 1.9 percent of the world’s sorghum and 4.5 percent of
America’s; 0.7 percent of the world’s corn and 1.4 percent of America’s; 0.9 percent of the
world’s cotton and 3.6 percent of America’s; and 0.02 percent of the world’s wheat and 0.3
percent of America’s (Figure 21).
1.2.3.2 Caribbean agriculture and
100% the rural Caribbean: Antigua and
so% } Barbuda, Bahamas, Barbados,
Dominica, Dominican Republic,

Figure 21. Agricultural Production in the Americas
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regions of the Americas. In contrast to the average situation in the Americas, only 49.3 percent
of the population live in the urban zones, while 50.7 resides in the rural areas. The region holds
5.6 percent of the rural population of the Americas, but only 1.8 percent of the urban populace.
It has 1.2 percent of the surface area of the Americas and 0.3 percent of the world’s. Population
density is 100 percent greater than the American average and comparable to that recorded for the
whole world.

It represents 0.3 percent of the GDP Figure 22. Caribbean Region
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GDP for this region is 10 percent,
but it provides only 1 percent of the
total agricultural GDP for the Americas and 0.3 percent of the world’s product.

The Caribbean Region contains 1.2 percent of all the arable land, forests, and grasslands in the
Americas, and 0.4 percent of the world’s supply (Figure 17). It has 0.6 percent of America’s
arable land and 0.2 percent of the world supply, 0.5 percent of the permanent grasslands of the
Americas and 0.1 percent of the world’s, and 1.9 percent of America’s and 0.8 percent of the
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world’s forestlands can be found here. It has 1.1 percent of America’s irrigated lands and 0.1
percent of the world’s. The Caribbean Region has 8.5 percent of the arable land under irrigation,
the second lowest proportion in all of the regions in the hemisphere, after Central America. Per
hectare fertilizer consumption (85 kg. per hectare) is 14 percent below the average for the
Americas (Figure 19). The average number of tractors is equal to the Andean region, 16 tractors
per thousand agricultural workers.

The Caribbean Region has a productive yield of 2.5 tons of cereals per hectare, which is 14
percent below the world average and 25 percent below the average in the Americas (Figure 20).
The region produces 1.4 percent of the world’s coffee, and 2.2 percent of that produced in the
Americas; 2.5 percent of the world’s sugarcane and 13 percent of America’s; 2.1 percent of the
world’s bananas and 5 percent of America’s; 0.3 percent of the world’s beef and 0.6 percent of
America’s; 0.8 percent of the world’s fruits and 3 percent of America’s (Figure 21).

The region produces 0.1 percent of the world’s fish and seafood and 0.4 percent of America’s;
0.6 percent of the world’s chicken and 1.3 percent of America’s; 0.2 percent of the world’s
chicken’s eggs and 1.1 percent of America’s; 0.1 percent of the worlds horticultural produce
and 1.3 percent of America’s; 0.2 percent of the world’s sorghum and 0.4 percent of America’s;
0.01 percent of the world’s corn and 0.1 percent of America’s; 0.1 percent of the world’s milk
and 1.5 percent of America’s; 0.02 percent of the world’s potatoes and 0.1 percent of America’s;
0.1 percent of the world’s pork and 0.7 percent of America’s.

1.2.3.3 Central American agriculture and the rural milieu of Central America: Belize, Costa
Rica, El Salvador, Guatemala, Honduras, Nicaragua, and Panama

The region houses 4.4 percent of the Figure 23. Central Region
population of the Americas and 0.6
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It has 1.3 percent of the surface area of
the Americas and 0.4 percent of the
world’s, which makes the population density the highest in the Americas, 222 percent greater than
the American average and 49 percent over that of the world. It represents 0.5 percent of the GDP
of the Americas, 0.2 percent of the world GDP and has the lowest average income of the
American regions, 89 percent below that of the Americas and 71 percent below the world average.

Prepared with data from the WB. 1998-99

The region has 3.4 percent of the total workforce of the Americas, but 8.8 percent of the
agricultural labor force. Agricultural productivity is 121 percent above the world average, but 68
percent below the average for the Americas (Figure 18). The relative contribution of Central
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American agriculture to the total GDP for this region is the highest of the American regions
(17.5%). However, it provides only 2.8 percent of the total agricultural GDP for the Americas
and 0.8 percent of the world’s product.

The Central Region contains 1.5 percent of all the arable land, forests, and grasslands in the
Americas, and 0.5 percent of the world’s supply. It has 1.8 percent of America’s arable land and
0.4 percent of the world supply, 1.6 percent of the permanent grasslands of the Americas and 0.4
percent of the world’s, and 1.2 percent of America’s and 0.5 percent of the world’s forestlands can
be found here (Figure 17).

The Central Region has 1.4 percent of the irrigated land of the Americas and 0.2 percent of the
world’s. Only 6 percent of the arable land in Central America is irrigated, this represents the
lowest proportion of all the regions in the hemisphere. Average per hectare fertilizer consumption
(124 kg. per hectare) is 32 percent above the average for the Americas (Figure 19). This region
has the highest per hectare consumption. The average number of tractors is only 11 tractors per
thousand agricultural workers, the lowest rate in the Americas and 50 percent below the world
average.

The Central Region has a productive yield of 2.1 tons of cereals per hectare, which is 28 percent
below the world average and 36 percent below the average in the Americas. The region produces
12 percent of the world’s coffee, and 19 percent of that produced in the Americas; 2.5 percent of
the world’s sugarcane and 5.3 percent of America’s; 8.4 percent of the world’s bananas and 20
percent of America’s; 1.2 percent of the world’s fruits and 6 percent of America’s; 0.6 percent of
the world’s beef and 1.4 percent of America’s (Figure 21).

The region produces 0.7 percent of the world’s chicken and 1.6 percent of America’s; 0.6 percent
of the world’s chicken’s eggs and 2.7 percent of America’s; 0.3 percent of the world’s milk and
1.5 percent of America’s; 0.2 percent of the world’s fish and seafood and 0.9 percent of
America’s; 0.5 percent of the worlds corn and 0.9 percent of America’s; 0.2 percent of the world’s
horticultural produce and 2.1 percent of America’s; 0.06 percent of the world’s soybeans and
0.07 percent of America’s; 0.7 percent of the world’s sorghum and 1.7 percent of America’s; 0.2
percent of the world’s coffee and 0.7 percent of America’s; 0.01 percent of the world’s potatoes
and 0.5 percent of America’s; 0.1 percent of the world’s pork and 0.7 percent of America’s.

1.2.3.4 North American agriculture and the rural milieu of the North: Canada, the U.S., and
Mexico
Figure 24. Northern Region
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It represents slightly more than one-half of the surface area of the Americas and 16 percent of the
world’s, which makes the population density slightly below the average in the Americas. It
contributes slightly over 80 percent of the GDP of the Americas, 29 percent of the world GDP,
and has an average income 67 percent above the American average and 325 percent above that of
the world.

The region has slightly over one-half of the total workforce of the Americas, but only 28.5 percent
of the agricultural labor force. Agricultural productivity is 113 percent above the American
average, and 1,382 percent above that of the world (Figure 18). The relative contribution of North
American agriculture to the total GDP for this region is only 2.3 percent. Notwithstanding it
participates with 61 percent of the total agricultural GDP for the Americas and 16.4 percent of the
world’s agricultural product.

The Northern Region contains one half of all the arable land, forests, and grasslands in the
Americas, and 14 percent of the world’s supply. It has 48.5 percent of America’s arable land and
12.2 percent of the world supply, 40.5 percent of the permanent grasslands of the Americas and
10 percent of the world’s, and 45.7 percent of America’s and 19 percent of the world’s forestlands
can be found here (Figure 17).

The region has 74.9 percent of the irrigated land of the Americas and 10.5 percent of the world’s.
The Northern Region has 11.2 percent of its arable land under irrigation, the second highest
proportion of the regions in the hemisphere following the Andean Region. Average per hectare
fertilizer consumption (74 kg. per hectare) is 18 percent below the average for the Americas
(Figure 19). There are 1,052 tractors on average for every thousand agricultural workers in the
region, the highest rate in the Americas and the world.

The Northern Region has a productive yield of 3.5 tons of cereals per hectare, which is 21 percent
above the world average and 6 percent above the average in the Americas (Figure 20). The region
produces 5.6 percent of the world’s coffee, and 9.7 percent of that produced in the Americas; 3.8
percent of the world’s sugarcane and 8.1 percent of America’s; 3.8 percent of the world’s
bananas and 9 percent of America’s; 51 percent of the world’s soybeans and 62.7 percent of
America’s; 34 percent of the world’s sorghum and 82 percent of America’s; 18.7 percent of the
world’s cotton and 75.5 percent of America’s (Figure 21).

Furthermore, the region produces 16.8 percent of the world’s wheat and 85.3 percent of
America’s; 8.9 percent of the world’s potatoes and 67.3 percent of America’s; 9.7 percent of the
world’s fruits and 36.6 percent of America’s; 25.2 percent of the world’s beef and 57.4 percent
of America’s; 29.3 percent of the world’s chicken and 66.9 percent of America’s; 14.3 percent of
the world’s chicken’s eggs and 67.3 percent of America’s; 15.7 percent of the world’s milk and
67.5 percent of America’s; 8.2 percent of the world’s fish and seafood and 32.4 percent of
America’s; 44.7 percent of the worlds corn and 82.8 percent of America’s; 7.9 percent of the
world’s horticultural produce and 69.2 percent of America’s; 12.9 percent of the world’s pork
and 79.6 percent of America’s.

1.2.3.5 Agriculture and the rural milieu in the Southern Cone: Argentina, Brazil, Chile,
Paraguay and Uruguay

Twenty-eight percent of the population of the Americas and 3.8 percent of the world’s population
inhabits this region (Figure 25). This region is the second most numerous in population of the
five American regions, after the Northern Region. Slightly over 80 percent of the population is
found in the urban areas and only 18.9 percent lives in the rural areas, it is the most urbanized
region in the Americas. The region holds 21.8 percent of the rural population of the Americas,
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Figure 25. Southern Region and 30.8 percent of the urban populace.
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only 40 percent of the agricultural labor
force. Agricultural productivity is 28 percent below the American average, but 400 percent above
that of the world (Figure 18). The relative contribution of the Southern Cone’s agriculture to the
total GDP for this region is 7.8 percent. This, however, allows it to contribute with 29 percent of
the total agricultural GDP for the Americas and 7.8 percent of the world’s product.

The Southern Region contains 38.6 percent of all the arable land, forests, and grasslands in the
Americas, and 12 percent of the world’s supply. It has 38 percent of America’s arable land and
9.6 percent of the world supply, 44 percent of the permanent grasslands of the Americas and 11
percent of the world’s, and 36 percent of America’s and 15 percent of the world’s forestlands can
be found here (Figure 17). The region has 15.8 percent of the irrigated land of the Americas and
2.2 percent of the world’s. The Southern Region has 6.6 percent of its arable land under
irrigation, a proportion similar to that of the Central Region. Average per hectare fertilizer
consumption is 64 kg. per hectare, 29 percent below the average for the Americas. This region
has the lowest per hectare consumption in the Americas (Figure 19).

There are 96 tractors on average for every thousand workers occupied in agriculture in the region,
the second highest rate in the Americas and 300 percent of the world rate.

The Southern Region has a productive yield of 3.1 tons of cereals per hectare, which is 7 percent
above the world average and 6 percent below the average in the Americas (Figure 20). The region
produces 22.4 percent of the world’s coffee, and 36.9 percent of that produced in the Americas;
27.3 percent of the world’s sugarcane and 58.6 percent of America’s; 11.4 percent of the world’s
bananas and 26.9 percent of America’s; 29.5 percent of the world’s soybeans and 36.3 percent
of America’s; 4.7 percent of the world’s sorghum and 11.4 percent of America’s; 4.9 percent of
the world’s cotton and 20 percent of America’s.

Furthermore, the region produces 2.8 percent of the world’s wheat and 14.3 percent of America’s;
2.1 percent of the world’s potatoes and 15.6 percent of America’s; 10.1 percent of the world’s fruits
and 37.9 percent of America’s; 15.1 percent of the world’s beef and 34.2 percent of America’s; 9.9
percent of the world’s chicken and 22.5 percent of America’s; 4.3 percent of the world’s chicken’s
eggs and 20.4 percent of America’s; 5.3 percent of the world’s milk and 22.7 percent of America’s;
8.2 percent of the world’s fish and seafood and 32.3 percent of America’s; 8 percent of the worlds
corn and 14,8 percent of America’s; 2.4 percent of the world’s pork and 14.5 percent of America’s;
and 2.2 percent of the world’s horticultural produce and 19.8 percent of America’s (Figure 21).
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In summary, agriculture and the rural milieu of the Americas are of significant importance both for
their position in the wold’s agri-foodstuff economy, and for their importance within each region
and country. Agriculture should be measured both for its weight in the Americas as a whole, and
even at the world level, but in particular for its per capita productive capacity in each region and
country. There are large differences between the absolute advantage (magnitude of the production
by product — where the South and the North are of great weight) and the relative advantages (per
person productive capacity). This latter is a truer reflection of the real size of agriculture at the
product by product level. The smaller regions such as the Central or Caribbean are, nevertheless,
of equal or greater importance than the large regions such as the South (Table 2).

This difference, although
reflecting to a great extent the
natural vocation of their soils and
climates, can also be seen in the
output of products that are much
more independent of these natural
variables or that are similar. For
example, in the production of
sugarcane between the Caribbean
region and that of the South (and
all the other regions) there is an
absolute per capita difference in
favor of the first region (3232
kg/person vs. 1405 kg/person,
respectively). This is also obvious
in per capita output of pork where
Prepared with data from FAO-STAT the Caribbean produces more than
the Andean and Central Regions,
and is practically equal to that of
the South. In a similar fashion, it is possible to distinguish between horticultural production
where the Caribbean produces more than all of the other regions, with the exception of the
Northern Region. The same is true in egg production, where once again the Caribbean produces
more per person than all of the other regions, with the exception of the North. In a set of 17
products, the relative differences among the five regions vary in every direction, i.e.; some
regions improve and surpass others in per capita output.

Table 2. Average Food Production per Person/year 1980-97 (Kg)

1.3 A vision of the future: A period of changes or a change of paradigms for agriculture
and the rural milieu
Introduction

In order to build a vision of the future, one that is global, integral and integrating, we have to start
with a recognition of the main driving forces for change, which LAC has been undergoing over
the last two decades. This will allow us to take full advantage of the opportunities and inactivate
the inherent threats.

The challenges and opportunities that confront our countries at this time bear a special and
historically unique seal. The center of gravity of the economy is moving continuously towards
abstract and non-material activities, where knowledge and information become the essential
productive factor of value and competitiveness, as well as the foundation of the society of the
future.
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On the threshold of the third millennium, challenges and opportunities are determined by a set of
deep and accelerated transformations that have brought us to a change of paradigms more than a
period of changes.

1.3.1 Forces driving change in agriculture and the rural milieu.

Extended agriculture, i.e., taking into account agri-foodstuff and agri-industrial systems at the
world level and in the Americas, is changing rapidly due mostly to seven pivotal forces that bear
heavily on it, to wit:

(a) A macroeconomic framework that is suitable and stable for growth,

(b) Freer markets and economic integration,

(c) The scientific and technological revolution and increasing productivity,

(d) Education, training, and information,

(e) A transformation of consumption structures and preferences,

(f) A predominance of conditions of quality, hygiene, and sanitation, both animal and
vegetable, as well as human, and environmental conservation, and

(g) A growth in democracy and decentralization.

The first point represents the establishment of a world-scale and national level stable
macroeconomic framework that is suitable for growth. Consolidation of a strong economic base
may occur here as a function of the achievement of a social equilibrium working from strategies
and policies that promote a process of sustained egalitarian development. This context,
macroeconomic policies, and economic reforms have definitely determined the behavior of
agriculture, agri-industrial, and agri-foodstuff activities within the region. The whole system of
relative prices, and therefore, the assignment of and access to productive resources, investment,
technological innovation, and sustainable management of natural resources, among others, have
undergone substantial transformations.

The second aspect is the growing integration of economies through globalization, where the
predominance of free markets demands an operation under demand-side conditions with
efficiency and competitiveness. The freer economies and market integration have opened up
tremendous opportunities, but with great challenges, for the countries to increase their economic
growth from an agricultural and rural milieu starting point. The great American spaces with
abundant natural resources and the region’s productivity and environment, agriculture and the
agri-foodstuffs and agri-industrial systems provide exceptional comparative advantages. The
countries of the Americas are taking great advantage and can and must take further advantage of
the opportunities that appear with ever freer, transparent and dynamic markets.

The third driving force for change is the scientific and technological revolution that pivots around
knowledge and productivity, which lower unit costs, and increase quality, safety, and congruity
with the environment. The scientific and technological revolution has increased the possibilities
of augmenting productivity, creating an enormous potential for specific knowledge, focusing on
the structure of the materials and genetic engineering, which are available to an extended
agriculture. This opens tremendous possibilities to move away from an unsustainable system of
extensive, horizontal and irrational exploitation, that uses and abuses natural and human
resources. What is proposed here is a leap forward towards a system based on the sustainable use
of these resources and creation of dynamic competitive advantages at the international level.
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The fourth force is education and training, which represent the keystone of competitiveness and
dynamic competitive advantages at the international level for firms, economies, and societies in
general. Education, training, and information are bringing about a qualitative transformation in
the conditions of regional and world agriculture and rural milieus. Some of the greatest demands
and conditions currently imposed on extended agriculture are efficiency, productivity and
competitiveness, technological innovation, quality, agricultural health hygiene, food safety and
raw materials, trade negotiations and the implementation of agreements, information and
communications, environmental conservation, and even the amelioration of poverty. These
demands are essentially funneled through the development of human resources focused in part,
but not exclusively, on an increase in agri-entrepreneurial capacity and technological
development.

The fifth force is the demand for development and improvement in the quality of life, where
health, quality, and environment represent the basic conditions of any productive act, commercial
or social, local or international. With the development of trade exchanges and commerce at the
international as well as the local level, there is an overwhelming demand for conditions of quality,
hygiene, and sanitation, both animal and vegetable, as well as human, and the conservation of the
environment. These demands are both regulated at the international level, and demanded by the
consumers within the countries.

The sixth force is the transformation of consumption behavior, preferences, and tastes, which are
growing at a heretofore unheard of rate. And more so now, with the globalization of foodstuff
systems that create a global “delicatessen” demanding high quality, competitive prices, timeliness
and regularity in supply (especially for out-of-season items) and a much greater differentiation of
products (Timmer, 1997).

The seventh of the forces for change is represented by democratization and decentralization
throughout the world and in Latin America and the Caribbean in particular, which create
conditions for achieving important modifications in the processes for generating and distributing
wealth, and thus drawing social welfare closer. Although the advances are significant, there are
still limitations in some countries, but the orientation of this process is correct and has passed
through a stage of coalescence. A solid, open, participatory and integrative social base has thus
been consolidated, not only with regard to electoral and representative aspects, but also economic,
institutional, social, cultural, and political ones.

The individual and combined effect of these seven forces is unquestionably leading to a
transformation of the paradigms, of the model of growth and development, and even of society’s
life styles.

Here follows a forecast of some trends towards the year 2020, in order to provide a shared vision of
agriculture and the rural milieu. These trends are a reflection of the most adequate focus that would
assist in defining an integral action strategy to integrate the present with this vision of the future.

It is possible to foresee, define, and implement short and long term strategies within the horizon
of the year 2020. These would respond to the challenges represented by the changes in social and
economic policy, which will improve the situation of agriculture, the rural milieu, and their
inhabitants, as well as the food supply and the environment, particularly in LAC.

The forces driving the changes and transformations that are occurring in the economy, in
agriculture, and in the rural milieu, which have arisen from the reforms begun during the 80’s and
which continue at present, have and will continue to have transcendental and long-lasting effects
in the coming decades on our economies and societies.
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1.3.2 A vision of agriculture and the rural milieu for the coming decades

In this scenario, agriculture and the rural milieu are of strategic importance for the development
of our societies, because they reach a very high degree of two-way interdependence with other
dimensions and variables, both within the external, macroeconomic, and agri-industrial
surroundings, as well as their own operational micro-dimension.

In the future, agricultural and rural activities in the Americas will have three essential
characteristics. They will be prosperous. They will be well positioned in the countries of the
hemisphere and around the world. They will be considered as strategic affairs within overall
development, given their contributions to society.

Some of the most visible prospective trends that allow us to configure this probable and feasible

scenario surrounding agriculture and the rural milieu in 2020, are the following (Escudero,
1998).

The globalization of the economy, agriculture, and the rural milieu has been consolidated. The
worldwide integration in the fields of trade, investments, capital, technology, communications
and manpower flows has knit a network of linkages among nations that has made them vitally
interdependent.

International trade flows are multiplying rapidly. The fallen international barriers to the
exchange of merchandise, investments and capital, manpower, and technology have given great
dynamism to both the global economy and global trade, as well as production and agricultural and
agri-foodstuff trade.

The world market and national markets operate without significant distortions. Distortions are
situation specific, whether they arise from insufficient or limited state participation, from the
existence of monopolies or power groups, or even from insufficient market mechanisms or
inadequately developed markets, especially those that bear on the rural environment.

The markets in the developed nations are open on a reciprocal basis to the products and services
Jfrom the rest of the countries. Free access for the products from LAC, especially agricultural and
agri-foodstuffs, to the markets in the developed countries will allow them to obtain additional
revenue from exports, in amounts that represent several times current export levels.

Relative stability in the main world macroeconomic variables will assist the growth of the
developing countries and thus, their agriculture. The recuperation of the world economy will
contribute to this stability, as it is currently growing at 3 percent per year (WB, 1998/99). The
declining inflation rate, lower international interest rates, and a greater stability foreseen in
international prices for major products will also contribute. The foregoing factors are
accompanied by a significant flow of capital and technology towards the developing countries.

A stable macroeconomic context is one of the most important public goods that the State can
guarantee for economic growth and growth in agricultural and rural activities. This translates
into minimal deficit spending on the part of the public sector, monetary supply levels that are not
excessive and under control, a transparent financial system, low and stable interest rates, and a
continuous growth that does not generate inflation over single-digits.
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The third industrial revolution is fully developed and continues to represent one of the major
engines of economic and general trade growth, particularly that of the agri-foodstuffs sector. The
global mutation, borne by the accelerated range of changes that occurred after World War II, has
covered a sweeping range of science and technology, information, communications, arts and
culture, welfare, health, and the economy.

Free markets and integration stimulate technological innovation and technical diffusion in a
special way, as well as more rational resource utilization. The prevailing technical progress
allows the utilization of available resources in general, and natural and productive resources in
agriculture and the rural milieu in particular, in a more productive and rational way than in any
other era of human history.

Knowledge and information are the fundamental factor in production and trade. Knowledge and
information acquired a great importance and became the main factor in the economy and
agriculture. Beyond the importance of knowledge in the economy, i.e., as a productive factor, it
acquired a broader connotation, transforming itself into the power that encompasses society and
the State (Toffler, 1990).

Investment in human capital continues to be one of the fundamental movers of a country’s
technological and economic development. 1t is clear that education accelerates the adoption of
new technologies and makes a nation’s economy and agriculture more productive and
competitive. Investment in human capital has an extremely high economic return; in fact, a large
proportion of the increases in the economy and in agriculture is based on this investment.

Industry universalizes its hegemony based on knowledge and information. With the third
technological revolution focused on knowledge and information, the hegemony of industry over
any other activity has been consolidated, and it has developed in a much more specialized,
diversified, and universal manner. This includes knowledge and information, describing
processes that are continuously more interdependent and related with globalization of the
economies and the growing integration of nations.

The world economy is characterized by the predominance of flexible and adept productive
structures, capable of competing at the lowest unit costs, with greater product quality and security.
They are also capable of a rapid response to segmented, specialized, sophisticated, changing, and
dynamic markets. This has implied the consolidation of production lines integrated in a perfectly
symmetrical, interdependent and versatile sense, both horizontally and vertically. Thus the
relationships between agriculture and industry have become so close-knit that one can hardly be
distinguished from the other.

The rhythm of world population growth continues to decline. By the year 2020, the world’s
population growth rate will be around 1 percent. This rate is significantly different from the 1.9
percent rate recorded between 1970 and 1980. The world’s urban population is solely responsible
for this growth. It has become an absolute consumer of the products and services from agriculture
and the rural milieu. For its part, the rural population is consolidated and holding stable at one
fourth of the world’s population. In this environment, non-agricultural rural activities have
become predominant, even though a significant part of it is based on agricultural activities. A
majority of the LAC countries have reached the point where 20 percent to 30 percent of their
population is rural, and depends directly on agricultural or forestry activities.

Real income differentials continue to decline among the industrialized countries and the
developing countries of greater relative development, although this is not the case with the less
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advanced developing nations. These latter are advancing at a pace that can still be considered
slow. The differential between urban and rural incomes is particularly noticeable, although the
trend continues to close the gap.

Standards of living have improved substantially. The time necessary to obtain tangible
modifications in the standard of living has been significantly reduced over the course of the
centuries. This means that within this scenario, it will be possible to achieve a better standard of
living more quickly with regard to those achieved at the end of the 20t Century (WB, 1991). In
particular in the rural milieu there have been advances as part of an explicit strategy to retain the
population in rural settlements, where the opportunity cost of inhabiting these zones is
progressively lower in the face of the services and opportunities offered in the cities.

For the first two decades of the 21st Century, important progress is foreseen in overcoming
poverty, most significantly in the world’s poorest countries. There is an ongoing convergence of
development indicators among countries, even though they are more convergent in some than
others. One of these indicators refers to the health status of the population and its life expectancy.

Other indicators are infant and adult mortality, which have been receding year after year in a
significant fashion in a majority of countries, including low-income ones. Something similar has
happened with literacy, in contrast to what was occurring at the end of the 20t Century, when it
demonstrated less dynamism, it has picked up its rhythm of growth during the first two decades
of the new millennium.

Sustainability is no longer just a political intention, but a sine qua non practiced in these first
decades of the 21 Century. The continuity of agricultural activities and those of the rural milieu
is now considered from the perspective of the transcendence of the present generation towards
future generations. The rural population and farmers, who develop the activities more directly
related to natural resources and the environment, are no longer seen as those with the primary
liability for the deterioration of these resources.

Social agents, interdependence and their inclusion are all factors for success. The processes of
drafting the conceptualizations and carrying out the actions in agriculture and the rural milieu, in
particular, lead to a broad and integrating perspective that guarantees the success of the actions.
Thus, there is a requirement for developing the capacity to dialogue and lead effectively and
strategically, with a recognition and linkage between agricultural economics and socio-political
aspects, in a broad-ranging process of coordination, collaboration, and participation.

Agriculture and the new institutionality. Since the beginning of the year 2000, the countries in
Latin America and the Caribbean will have begun their transit towards a second generation of
institutional reforms in agriculture and the rural milieu, guided by a strategic and proactive view
responding to the question, what institutions are required to position agriculture and the rural
milieu within the context of integration and globalization? In the new futuristic scenario, the
existence of a deliberate strategy for harmonious development with the market is perfectly viable,
distancing itself from facile but false counterpoints, the State vs. the market, intervention vs.
“laisser-faire”.

There is a consensus on the need for selective intervention in areas such as: social, physical,
administrative, and legal infrastructures, the war on poverty, social and distributive investment,
support for international insertion, macroeconomic equilibrium and stability, the incorporation of
technical processes into the productive and trade process, education, training, and protection of
the environment.
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In synthesis, the aforementioned trends configure a probable and feasible scenario for 2020. In
this scenario, the interdependence of the countries is almost absolute from economic,
technological, ecological, and probably cultural and political standpoints as well. The
globalization of the economy will be consolidated and national borders will only be imaginary
lines marking fully interpenetrated countries.

National economic policies will have lost their secular autonomy, and instead, the countries will
have a greater role in the joint definition of the policies and in multilateral decisions. The motor

for growth will be trade and the basis for dynamism"will continue to be the transformation of
knowledge and technology.

The sustainability of this scenario will depend on a solution for poverty. This is so for matters of
governance, and also for considerations of ethical and social justice, especially due to the
imperious need to understand that development and competitiveness and the post-modernity of
world capitalism itself will depend on human capitalization.

In fact, it is a scenario that is characterized by being basically all inclusive and sustainable. In
addition, it is based on the interdependence of a globalized economy, technologically developed
and socially less unjust and more democratic. In particular, it apprises us of a necessary
correspondence that must exist between growth and social development as a condition for having

competitiveness and growth, on the one hand, and between governance and sustainability, to
attain viability and efficacy, on the other.

With regard to agriculture and the rural milieu, this scenario has analyzed them as a set of
activities that are regionally localized and interdependent upon the rest of the economy, but also
as something of strategic importance for the development of a globalized society and economy.
In general, the set of all of these conditions allows a sustainable and harmonious development
with nature and with economic integration, technological transformation, and especially with
human capitalization and rural development.

To attain this scenario starting from current reality will require a renewed focus of thought and
action in the operation and implementation of agriculture and the rural milieu, under a systemic
and holistic perspective which will allow a better comprehension of the nature of the phenomena
and their multiple interdependencies.
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CHAPTER I1

The General State and Recent Evolution of Agriculture and the Rural Milieu in LAC
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2.1  Agriculture and the rural milieu have another side to the coin

Introduction

Agriculture and the rural milieu in the Americas are not just of strategic importance due to their
economic importance, their contributions and penetration into the world agri-foodstuffs market.
This is also true because they constitute a way of life for millions of individuals that work and
live there. For most of the countries particularly those in LAC, the rural milieu and agriculture
suffer from a chronic and overwhelming inequality of access to resources, the ways and means,
and income that determine a situation of structural heterogeneity and impoverishment of broad
sectors of rural society in considerable magnitude.

The original sin behind this situation must be found in the style of rural development carried out
throughout the 20t Century. Generally, there was a presupposition that development could be
achieved behind the back of agriculture and the rural milieu without negative consequences, not
only for those suffering this situation, but also for society taken as a whole.

This premise, just like the one related to the loss of importance, cannot be held either by logic or
in theory, and even less for its empirical evidence. Thus, just as there have been no developed
nations with weak agriculture, it is also true that in the underdeveloped countries. Among these,
in a majority of the countries in LAC, their agriculture and rural milieu represent their “feet of
clay”.

The topic is centered of the fact that historically, there have been two ways of facing and leading
to a linkage of agriculture and the rural milieu with the rest of the nation’s economy. One of these
is a rational and sustainable manner, to supply themselves with the labor and capital from
agriculture. This is the one selected by the developed countries that promoted national
development by integrating agriculture and the rural milieu on equitable bases. The other way of
supplying these resources is irrational and unsustainable, by extracting the financial, human, and
natural resources, which has been applied over the long term by a majority of the underdeveloped
countries, promoting development strategies that, in effect, turn their backs on agriculture and the
rural milieu.

In the first case, the result was a strong agriculture and rural milieu unified in their development;
and in the second case an agriculture and rural milieu, weakened and structurally heterogeneous
and bimodal, with scant capacities for contributing to resolving problems like rural poverty, to the
extent that they actually became a part of them and to a great extent the origin thereof.

Either of the two forms required a development strategy and a full institutional arrangement
which would make viable the objectives and goals being pursued. In other words, it required a
vision of policies and instruments and of institutions and actors that would define the rules of the
game and the environment within which they were to act.
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2.1.1 A subsidiary vision of agriculture and the rural milieu

For over 30 years, between 1950 and 1982, LAC opted in fact for a subsidiary and extractive
behavior with regard to agriculture and the rural milieu’s resources, to benefit the rest of the
economy and society, even though it wasn’t always said so straightforwardly.

2.1.2 What we know about the subsidiary role of agriculture in LAC

For more than 30 years, LAC opted for an “inwards” development strategy by means of the drive
for import substituting industry, which required a Quasi-isolation from the international context,
an omnipresent state intervention and a powerful bias towards things urban and industrial.

Agriculture and the rural milieu in this context became one of the central pillars of development
in the model. In most countries, they were the main or one of the main sources of resources that
financed the development of industry and the cities. This role was played starting with a set of
contributions from products, services and varied resources.

The production of food and raw materials allowed the process of industrial accumulation via the
cost reductions for salaried goods and raw materials both for foodstuffs and non-foodstuffs.
Notwithstanding the application of anti-export measures for this long term, agriculture and the
rural milieu also generated the foreign exchange needed to promote the import substitution
industries.

In conditions in which the LAC countries were basically rural, cheap supply and an abundant
labor force for the nascent industry and emerging services, represented a highly appreciated input.
Similarly, job generation by agriculture and the rural milieu created markets for these products
coming from the nascent industry, all of which went to reinforce the logic of the model.

For agriculture and the rural milieu, disconnection of the national economy for the international
environment simply meant transferring the unfavorable relation of the international terms of
exchange to the national arena, to its detriment. This was doubly damaging, since exports were
made under unfavorable international terms of trade, at the same time that it was penalized for
anti-export and anti-agriculture domestic policies, which also meant the extraction of their capital
and their financial surpluses.

On the other hand, the absence of markets that would increase through regional integration lead
to an inward development that was excessively costly, highly concentrated, and monopolistic,
centered in just a few companies in the industrial sector. This required the levels of protection
and isolationism to be reinforced in the face of the outside world, with a clear benefit for industry
and almost always to the detriment of agriculture.

The rapid urbanization that was a result of this model also applied heavy pressure on agriculture,
keeping in mind that it financed a good part of the aforesaid development. A major economic
crisis and the demand for foreign exchange as well as the greater calls for resources from urban
society, extracted ever more agricultural surpluses, and reinforced the importance of its
contributions.
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2.1.3 What we know about some of the relevant macro outcomes through 1980

During all of this period, the economy of LAC grew dynamically at annual rates of 6 percent
(Figure 26). This allowed a real per capital growth of 2.4 percent between 1960 and 1965; of 3.1
percent between 1965 and 1970; of 3.9 percent between 1970 and 1975, and close to 3.0 percent

Figure 26. LAC: Growth of Total GPD of the Economy
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housing, life expectancy, electrification, and
potable water, among others. Similarly, there
was a notable increase in physical, industrial,
and service infrastructures, and institutional
development occurred as well, both among
private and public sector institutions.

2.1.4 Rural poverty and inequality in
income distribution

Nevertheless, an unequal and heterogeneous
development model was set-up, providing

modemity for some, the few, but leaving large
parts of the population to straggle along.

between 1975 ad 1980.

Furthermore, exports during the 60’s grew at a
rate close to that of production; however, during
the 70’s, exports jumped and continued to be
dynamic, especially in 1979 and 1980 (Figure
27).

Over this long period, LAC became urbanized.
In 1950, almost one-half of the whole population
lived in the cities. Thirty years later, in 1980,
two out of every three individuals were living in
the cities. Urban development implied a
considerable increase in the levels of social
welfare indicators, such as health, education,

Figure 27. LAC: Growth of Total Exports of Goods
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Overall, poverty increased and the rural-urban exodus grew from the 50’s onward (Table 3).

The most severe burden was poverty, which by 1980 encompassed 136 million people (ECLACD,
1998) representing 35 percent of all of the households in the region. Towards the end of the 70’s,

Table 3. Poverty and Indigence in LAC

Percent of Households

Prepared with data from CEPAL, 1998
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LAC had already earned the
dubious honor of being one of
the regions, if not the region of
the greatest inequality in
income distribution on the
planet, around 58 Gini points,
comparable but greater than

the countries of Africa
(IDB, 1997 and 1998-99).
(Figure 28).



There seems to be evidence that the Figure 28. Inequality by Region in the 90’s
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absolute terms is concentrated in the
rural areas of LAC, since that is Figure 29. Concentration of income and Poverty in LAC, 1970-1982
where 53.7 percent of the poor and
62 percent of the indigent
populations are found. This meant
that for every 20 inhabitants of the
rural areas, 10 were poor, while in
the cities it was only five.

2.1.5 Agricultural performance

During this long period, agricultural
performance has been good (Figure
30). The so-called “green
revolution” was the clearest
expression of this phase of
modernization  in  agriculture g, re; | ondoio & Székely (1997). Taked of BIID
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population. However, after that year,
the sustained growth in food
production and the availability of
calories and proteins placed the
problem not on the supply side, but on .
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and therefore, one of income.
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Over this same period, the value
of exports increased almost six-
fold, and imports slightly more.
This occurred while maintaining
the traditional positive trade 12
balance. Thus, availability of 10
foreign exchange for other 1
sectors of the economy increased
from US$3.8 billion to US$18
billion per year. Although
regional agricultural exports in
1960 represented around 50 g5 terr Tverz - vers * tera 1976 ve7e | temr | ere | 1o7e 1060

Figure 31. Food Production in LAC
140 (1970-1980

70

percent of all exports, by 1980 [— ndex of Food Production (1670=100) —— Index of Population (1970-100) |
?;?gurere; 2r)e Sented one thlrd Source: IICA/CEPAL, 1997.

A good part of this effort was Figure 32. Share of Agriculture and Foodstuff Industry
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2.1.6 Natural resource depletion

During the 60’s and 70’s, natural resource depletion accelerated. This arose basically due to the
interaction of three phenomena. First of all, as a consequence of a model that excluded large
groups of farmers and rural dwellers, who were sidelined to surviving in difficult conditions and
to the over-utilization with a logic based on survival. The second phenomenon arose from the
modemization processes in agriculture, which in several countries initiated in the 50’s and
deepened in the 70’s. This implied a severe depletion of natural resources, caused in particular
by bad cropping practices, such as an over-utilization of tractors and inadequate and spendthrift
soil and water management, as well as the exhaustion of the agricultural frontier. To this we must
add the improper and in some cases excessive application of inputs such as pesticides, herbicides,
fertilizers and other agricultural chemicals that were very harmful to the farmers’ health, the
environment and natural resources.

The third phenomenon arose from the logic of surplus extraction and with an excessive transfer
of resources from agriculture and the rural milieu to the rest of the economy, which accompanied
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the import substitution model. The basic principle behind this logic was that of considering the
natural resources, earth, water, soil, and forest, as free goods, inexhaustible, and without social nor
economic value. The low prices generally imposed on agricultural products and the need to maintain
certain levels of return therein, led to overloading nature with part of the cost in this unfavorable
relationship in terms of exchange between the countryside and the city.

2.1.7 Policies and instruments, their effects on agriculture and the rural milieu

During the long period of import substitution industrialization, the vision and the strategy
implemented in relation to agriculture the rural milieu and their ties to the rest of the economy,
industry and the cities in particular, required the configuration of a macroeconomic context and pro-
urban and pro-industrial policies. The macroeconomic and sectorial policies and instruments
contributed substantially and specifically to this context, and also made the projected development
strategy viable (Escudero, IICA 1995).

2.1.7.1 Exchange policy

This was oriented to modify the internal composition of production in favor of the products for
internal consumption, by managing overvalued rates and a system of multiple exchange rates. Its
main effect was the overprotection of the economy with adverse results in exports and the trade
balance, as well as the cost structure, income, and relative prices.

2.1.7.2 Trade policy

This was also oriented to provoke an inward looking and protected economy with emphasis on
industry and to agriculture’s detriment. It was reinforced with direct and monopolistic public
participation in internal and external trade in goods and services, with the control and semi-closure
of the borders. Different mechanisms were utilized; such as tariffs and non-tariff barriers to control
imports and limit exports. The main effects on agriculture were a deterioration of the terms of
countryside — city trade, lethargic trade, especially in technological aspects, unequal allocation of
assets, as well as the inhibition to utilize the productive potential and the comparative advantages.

2.1.7.3 Price stability policy

This policy was oriented by administrative control over macro-prices and specific prices. This
brought about an excessive distortion in relative prices and tremendous price instability, especially
in the final phases when the panorama was accompanied by inflation and even hyperinflation. This
policy was unfavorable for agriculture and increased uncertainty, gave rise to indecision, a
contraction in private investment, and export-bound production. The policy was oriented to provide
protection for the consumer, disconnecting the growers and the consumers from the market prices,
and introducing a clear pro-urban and industrial bias.

2.1.7.4 Monetary policy

Monetary policy was oriented to reactivating the productive infrastructure by means of the
distribution of credit resources, usually subsidized, to increase the production and the productive and
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trade infrastructure. The policy held special privileges for agriculture and agri-industry, but its
positive effects were generally short-lived, contributing thereby to a great loss of resources and
scanty internal savings generation, which increased the public deficit, drove inflation, and promoted
a capital flight from the financial situation.

2.1.7.5 Spending and investment policy

These policies were oriented to transforming the economic and commercial structure based
principally on public investment. This investment effort had few effective and lasting results; it also
showed a minimal capacity for an on-going attraction of private investment and achieved scant
margins of recovery of the investments. In agriculture, it caused an important increase in the
storechouse of agricultural and agri-industrial capital, but this was untenable over time, not having
achieved even a scant multiplier effect and a partial and unsustainable investment process.

In synthesis, until 1982, the macroeconomic management and the combined effect of these
instruments turned out to be anti-agriculture and anti-exporter, which had more negative than
positive direct and indirect effects for agricultural vitality.

2.1.7.6 Compensatory instruments and policies

Parallel to the foregoing, specific sectorial instruments were applied to compensate for the most
prejudicial effects of the macroeconomic management. Generally, these compensatory policies
consisted of the establishment of certain preferential tariffs, subsidized credit, cheaper provision of
capital goods and inputs, direct subsidies, fiscal exemptions, and revenue transfers by means of
public investments and technical support programs for production and social assistance.

Indeed, the State intervened with policies, which achieved the transformation of the conditions in
the countryside. Among other things, they sought to develop scientific research, professional
training, production of inputs and their distribution and dissemination, technology transfer through
adoption, capital formation, improvement of the physical infrastructure and market adjustments.

However, the combination of macroeconomic policies that penalized agriculture and the
compensatory policies for this sector led to a costly pattern of agricultural development and rural
development that due to its nature and its high cost was unsustainable over the long term.

2.1.8 The institutions and the actors

The strong presence and intervention of the State in the economy in general and in agriculture in
particular, as well as the complicated handling of numerous and diversified policies, mechanisms,
and instruments, called for normative and operative institutions and organizations throughout the
breadth and width of agriculture. It also required political and social mechanisms and instruments
to complement them.

In general terms, and with tremendous differences among the countries in question, the

institutionality of agriculture was characterized by the role of protagonist played by the public sector
to levels of omnipresence of the State, and subordination of the farmers and private sector to public
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institutions. Basically, the public sector fulfilled three functions inherent to the model: a State that
regulated the economic cycle and the markets, an agent that promoted accumulation and growth, and
the promoter of better distribution (Martinez, 1998). The result was a planning, intervening and
entrepreneurial State.

The public institutional scaffolding created to fulfill these functions was complex, since it
accumulated a set of specific policies, as well as widely diverse mechanisms and institutions in size
and number, created to implement the exchange, monetary, trade, and fiscal policies.

At the same time, a clientele — policy relationship was created among the actors and the institutions
of the State, with a paternal and subsidiary style. When the actors were able to insert themselves into
the benefits arising from these policies, they generally remained trapped in a logic of
penalization/compensation, which finally resulted in the loss of their autonomy and the capacity for
self-direction.

The logic of the State’s omnipresence and the paternalistic or client relationship inhibited the
initiative of the actors, corresponding to a policy that induced the separation of the farmers from their
markets and an isolation of the technological change and of competition. With this logic, access to
subsidies, credit, technology, inputs, irrigation, and other support services benefited few, usually
those in the large pressure and power groups, and to a lesser extent small farmers and peasants.

An essential characteristic that explains the later institutional performance in agriculture and the rural
milieu consists of the sectorial logic under which the institutions performed, their lack of articulation
and the creation of organizations in the face of every problem that presented itself. The crisis of 1982
highlighted the inoperability and the exhaustion of these institutions, of their logic, and of the vision
they worked under during the import substitution model.

2.1.9 The lessons learned

The evidence left by this long passage of history in agriculture and the rural milieu indicates that it
was inefficient, anti-economic, and politically unsustainable in its social aspects, and with regard to
the environment, it was an irrational extractor of labor and capital from agriculture and the rural
milieu.

This model allowed agriculture to fulfill relatively well its role of supplying the urban-industrial
sector with sufficient low-cost foodstuffs as well as raw materials, foreign exchange and labor,
including creating employment, markets and economic surpluses in general. However, this occurred
at the cost of the deterioration of the natural, human, and economic resources. It submitted
agriculture to a powerful technological, economic, and social heterogeneity that resulted in a
polarization that led to a loss of livelihood for broad contingents of peasants and farmers (many of
whom had significant productive and organizational potential). It brought about increased poverty
in the countryside, which reached the point of concentrating a majority of the poor and indigent in
these countries and accelerated the rural-urban exodus.

It hindered the development of social and private organization as well as the self-administrated

movement. This could be due to the paternalistic and interventionist, exclusive and inefficient,
corporate and client-oriented, highly politicized, and finally, in not a few cases, corruptible public -
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private institutionality. To summarize, it led to a costly pattern for development, which due to its
own nature resulted unsustainable and showed signs of a generalized exhaustion starting in the 70’s.

The lessons to be derived from this vision, their outcome, supported by numerous and extensive
research and studies, are there to be seen and they are reflected in the following assumptions:

(a) To recognize the importance of agriculture and the rural milieu and turn our back on them is
not a viable solution, at least without enormous costs;

(b) To promote programs and projects both for agri-foodstuff development as well as rural
development and attacks on poverty within a penalizing macroeconomic framework was
fruitless, since in almost every case they were a failure;

(c) To eliminate the powerful urban bias and the differential protection policies leads to greater
growth in agriculture and the rural milieu, as well as the economy as a whole;

(d) To participate without efficacy and co-responsibility on the part of the beneficiaries of the
programs, projects and actions, without them having a true “empowerment” and
appropriation, and without a transparent relationship between the public and private actors
turned out to be non-viable and unsustainable upon implementation;

(e) To establish congruence, efficacy and efficiency for the vision, policies, instruments,
institutions, and actors is essential for the success of the programs, projects, and actions.

2.2 General measures of the reforms, differential effects, and unequal outcomes for
agriculture and the rural milieu in LAC

Introduction

In the light of the results for the economy in general and for agriculture and the rural milieu in
particular, it can be concluded that although the force of the new globalized economic growth model
has had an impact on all the countries, it has been differential with regard to its intensity, dynamism,
and scheduling. As a consequence it has not been a linear process. Therefore, the results vary from
country to country and from region to region. This is true for the economy in general as well as for
agriculture and the rural milieu in particular, particularly because these latter have a heterogeneous
and profoundly unequal character. In this sense, the reforms have acted on historical trends from
the past and on heterogeneous socioeconomic structures that came into being over several decades.

The debt crisis at the beginning of the 80’s announced the disintegration of import substitution as a
model for growth and development. With regard to agriculture and the rural milieu, two things
remain clear: first, it would have to overcome its condition of structural heterogeneity and
impoverishment of broad sectors of the rural population, since this was a task left pending for some
time. Second, the great challenge was to take advantage of the opportunities offered by falling trade
barriers and international market integration, given the comparative advantages based on the
extensive and rich natural and human resources in the Americas and their regions. In both cases, a
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necessary but not sufficient condition was to substantially alter the subsidiary terms of the
relationship between agriculture and the rural milieu with the rest of the economy. However, it was
also clear that an efficient allocation of resources had to be established, and to that end, market logic
was allowed to operate as one of the main forces apportioning that reallocation. In the meantime,
the State would accompany the process to warranty macroeconomic stability, liberalization and
deregulation of the economy by guiding important economic reforms and the drive towards
decentralization, overseeing social welfare and the management of social policy and instruments,
among which are health and education.

After the crisis of 1982, the countries reoriented their economies towards complete international
integration and rooted their strategies in an “outward looking” model of growth, within the context
of globalization. The major ingredients of the economic order defined by this development model
are: open markets and economic integration, deregulation and liberalization of the economy,
structural adjustment, privatization of public enterprise, a search for macroeconomic equilibrium
and economic stabilization, and an alignment of macroeconomic and sectorial policies of the
countries participating in the integration processes.

The new situation for agriculture and the rural milieu also represents a reorientation of its nature
and ties to the rest of the economy on more rational bases, and without distorting the economy nor
penalizing any sector.

In order to achieve this new proposal, just as was the case in the import substitution model, it has
been necessary to establish a development strategy and a complete institutional arrangement, which
would make viable the objectives and the goals established in the new model. In particular, a vision,
policies and instruments have been necessary, as well as institutions and actors that adopt the rules
of the game and act within a defined environment.

2.2.1 What we know of the macro-outcomes of the reforms.

A summary and general review of the macroeconomic outcomes of the LAC region (IDB, 1997)
indicates that macro-stability has been recovered. In the 90’s, growth returned; inflation was held
to a single digit; and the fiscal deficit did not surpass 2 percent of the GDP; on the other hand,
policies are oriented to facilitating market
operations and reducing interference by the
! ' ' ! State. Trade and financial polices have
shown significant advances (Figure 33).

Figure 33. Advance in Structural Reforms, 1985-95

With these last policies, restrictions on
imports have been eliminated, lowering
tariffs from 42 percent to 13 percent, interest
rate controls have been removed, directed
credit systems have been eliminated and the
bank reserve rate has been reduced to less
than 20 percent. The advances have been

o T T s Laer notable in the areas of tax simplification and
Source: Lora (1997) modemnization as well as in the area of
privatization.
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2.2.1.1 Growth returned to LAC Figure 34. Growth in the GDP of the Economy

7 “in LAC 1990-1998 !

From the point of view of an |

aggregated region, in the 90’s, s

economic growth rebounded to annual .

rates of 3.5 percent between 1991 and % Jt

1998 (Figure 34 & Table 4), which led § s _ [@ Towmicr

to a real per capita increase greater than 8

2 percent. This rate of growth .

surpasses in an obvious manner the 1.9 |

percent growth recorded during the |

1980 - 1991 period. It is, however, far

from achieving the levels recorded in Prepe it o s CEPAL 1998

the sixties and seventies, which were

on the order of 6 percent per year. The difference in Table 4. Growth in the GDP
of LAC by Country 1990-1998

per capita increases in production between the two
periods is minimal (2.69% versus 2.19%), given that
the rate of growth of the population has also
diminished.

2.2.1.2 The economies of LAC are ever more
integrated into the world economy

World market integration is one of the principal
characteristics of these changes. Market drive in
general is visible and grows two or three times more
dynamically that production itself. Exports in
particular have acquired an unexpected dynamism.
Between 1987 and 1997, with the exceptions of very
few countries, exports of goods and services are
growing several times more dynamically than all the
other economic activities (Table 5).

Table 5. Countries that in the last 10 years (1987/1997) showed greater or lesser dynamism
in the export of goods and services in comparison with the dynamism of the economy
as a whole (Average Annual Growth Rate)

‘Prepared with data from the WB., 1998/99 Prepared with data from CEPAL 1998.
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Table 6. External trade movement of LAC

TXAC (1987-1997)
He_giones mds dindmicas
Exporters Importers
East Asia and the Pacific East Asia and the Pacific
(15.6%) (16.6%)
LAC (12.1%) Other high income Pacific
(13.4%)
Other high income economies | LAC (12.9%)

(11.9%)

USA. (10.5%)

Europe and Central Asia(10.7%)

Other industrial economies

(10.1%)

Other industrial economies
(10.7%)

Prepared with data from the WB 1998/99

Figure 35. Evolution of the value of exported goods from LAC

This process has led the LAC region to
occupy a second place after South East
Asia and the Pacific as the most dynamic
region in foreign trade in the world. It
occupies a second place with an annual
rate of export growth of 12.1 percent and
third place as an importing region with a
12.9 percent annual rate of growth (Table
6). As aresult of the dynamic foreign trade
sector, the LAC region has tripled the
value of the exports between 1980 and
1997, growing from US$100 billion to a
little more than US$300 billion in current
dollars (Figure 35 & Table 7).

(1980=100) Table 7. Countries that increased their exports by:
< 100% > 100% < 200% > 200%
Bolivia (24%) Brazil (163%) Argentina (214%)
=0 Guatemala (71%) | Colombia (193%) | Chile (260%)
- §' Nicaragua (66%) | Costa Rica (195%) | Mexico (512%)
Peru (74%) Ecuador (107%) Paraguay (841%)
o Venezuela (24%) | El Salvador (125%) | Dom. Rep. (341%)
hd Hondurss (114%)
Panama (165%)
Uruguay (163%)

Source: Prepared with data from CEPAL 1998,

Prepared with data from CEPAL 1996

Figure 36. Evolution of the structure of the

100%

SRR EERERER

-
Soarce: Prepared wi

exports from LAC

Another important characteristic has
been the change in the structure of the
exports, with regard to the degree of
aggregated value. = Manufactures
exports have grown from representing
less than 20 percent of total exports in
1980, to 50 percent, including draw-
back industries, in 1997 (Figure 36).

B Primary Prods.

H Manutactured Prods.

An important characteristic is that a

8 § [ ]
o 8
-

-

th data from CEPAL 1998.

1997

1

majority of countries continue to
export over the natural resource base
(Figure 37) (agriculture, mining,
hydrocarbons, etc.). The share of
natural resources in the structure of
exports shows a growing trend in the
region. (ECLAC, b).
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Figure 37. Evolution of the share of primary product exports
in Total LAC exports
(In percentages)

Mexico

R

Source: Prepared with data from CEPAL 1998.

Trinidad / Tobago
El Salvador
Uruguay

Intra-regional trade in LAC is
undergoing dynamic growth in size
and intensity. Intra-regional foreign
trade among these countries is the
most dynamic. Between 1987 and
1997 intra-regional foreign trade
grew by yearly rates of around 16
percent, while their exports to the rest
of the world grew at the rate of 12.1
percent per year and their imports at
12.9 percent (Table 8). Note that the
regions of East and Pacific Asia and
South Asia are exporting to the LAC

Argentina

Colombia

S & 8 8 e 2 s g 5
EERREREERE N
01960 B1997

Table 8. LAC regional trade
Average annual growth rate (1987-1997)

region at a spectacular rhythm, with Source: Prepared with data from WB 1988/59

rates on the order of 27.2 percent and 31.8 percent per year, respectively. Intra-regional dynamism
has meant that of the total exports and imports of LAC to the world, the segment corresponding to
intra-regional trade has climbed from 15.9 percent in 1980 to 19.7 percent in 1997 (Figure 38).

Between 1987 and 1997, the share of imports and exports of goods compared with the GDP of total
goods in the region grew from 47 percent to 57 percent; this also expresses the degree of trade
integration into the international economy (Figure 39).

Figure 38. LAC Foreign Trade

O Intra-regional
m Rest of the Wo

Source’ Prepared with data from CEPAL 1998
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Figure 39. Share of goods imports and exports in the
Total Goods GDP of the Economy

UsA
Trinided & Tobego

e

T
0 50 100 150 200 250 300 350

Source: Prepared with data from the WB 1998/99 H1087 B 1997

The growing integration of the countries of the Americas into the globalized economy can also be seen by
using the yardstick of the importance of gross private capital flows with relation to GDP. This measure
shows an increase from 2.9 percent of the regional GDP to 4.7 percent during this period (Figure 40).

Figure 40. Importance of gross private capital flows
with respect to the GDP*

P ———
Uroguey _ Ny pm—
e ——
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sl
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0 1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16
31987 B 1997 Percentage

1 Coaverted w international dollars using purchasing power parity
Source: Prepared with data from the WB 1998/99
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Gross direct foreign investment as a percentage of GDP of the receiving country also increased from
0.4 percent to 2 percent of the GDP (Figure 41).

Figure 41. Importance of gross direct foreign investment with respect to the GDP'

Venezuela
Uruguay
USA
Trindad & Tobago
Pery
Panama
Nicaragua
Mexico
Jameica
Honduras
Haiti
Guatemsia
E! Saivador
Ecuador
Dom.Rep
Costa Rica
Colombia
Chile
Canada
Brazil
Boivia
Argentna
World

LAC

1987
W 1997

1
0 1

1 Converted to international dollars using purchasing powers panty
Source: Prepared with data from the WB 1998/99

Percentage

The benefits derived from the export effort have been severely limited on the supply side by the
behavior of international prices. In 1993, LAC exported more than double the quantity of capital

goods (214%).

However, it only received 50 percent more foreign exchange (FAO, 1994). The

difference results from the export price index for the region fell to 70 percent of its value for 1980.
This trend has continued to the present, although during some years there have been some changes
(ECLAC, 1998). From the point of view of imports, the situation is similar to that for exports, since
the quantity index increased more than the value index for imports. The index in terms of exchange
shows a trend towards reduction over the last 17 years, although it shows a slight recovery in the

two most recent years (1997-1998).

2.2.1.3 Greater integration has advantages, but also high costs

The deficits in current accounts
and in the trade balance are large.
Starting with the 90’s, the deficit in
both balances continued to grow
(Figures 42, 43 & 44). In 1980, the
deficit in current accounts for the
region grew to US$30 billion and
after that point in time and for the
whole decade of the 80’s they
dropped to minimum levels.
However, during the 90’s, they
took off again, to the point that by

42

Billions of US$
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Figure 42. Evolution of the current Account Balance of LAC
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Billions of US$

Figure 43. Main countries contributing to the LAC
current account balance

el

1980 1985 1990 1995 1997

‘igure 44. Main eountnes contributing to the balance in the trade

balance for goods and services
290004
19000 <
8 %000
i N
110004
210004
31000
1980 1985 1997

Source: Prepared with data from CEPAL, 1998

1992, the deficit was similar or greater than that of 1980. From that point on through 1997, the
deficit grew to US$63 billion. There are estimates that for 1998 the deficit will reach US$ 84 billion

(ECLACD, 1998).

On the other hand, the trade balance for
goods and services, which constitutes a
substantial part of the current account,
showed a surplus for the 80’s in amounts
ranging from US$25 to 30 billion.
Nevertheless, in the 90’s, it shows a deficit
and this deficit shoots to amounts falling
between US$25 and 30 billion per year. For
1998, the same estimates indicate that the
deficit will reach US$ 50 billion. More and
more countries are sharing in this deficit.

Table 9. LAC: Net capital income and net resource transfers !

Billions of US$

Figure 45. Net resource transfers
1980-1997

1990 1991 1992 1993 1994 1995 1996 1997
Source: Prepared with data from CEPAL, 1998. Information for 19 countries.

Since 1991, there has been a net positive
capital inflow (Table 9). The net resource

transfers resulting from the net capital
influx (autonomous and non-autonomous)
less the net payment for earnings and

Net capital |Net payment of| *
Year income? | earnings and
()] interest(il)
1990 16.8 -34.2
1991 35.6 -31.3
1992 56.2 -30.3
1993 65.5 -34.6
1994 448 -36.6
1995 58.0 -40.4
1996 62.2 -43.1
1997 79.4 -46.8
1998 68.5 -49.8

interest, continues to be favorable in
differing amounts that make a substantial
contribution to covering the deficit in
current accounts from the balance of
payments (Figure 45). Notwithstanding,
for 1998, there are estimates that the
overall balance will show a deficit of more
than US$21 billion, which will put severe

1. Includes 19 countries
2. Autonomous and non-autonomous
Taked from CEPAL, 1998.

pressures on exchange reserves and could
lead to a call for loans and credits from the
IMF and other sources.
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The net capital influxes have grown from US$35 billion in 1991 to US$80 billion in 1997. For 1998,
the estimate is for US$68 billion. On the other hand, the net external payments for earnings and
interest have grown from US$30 billion in 1990 to US$47 billion in 1997. The 1998 estimate is
USS$50 billion. This would leave a net transfer of about US$30 billion during the 90’s and an
estimate of only US$20 billion for 1998. Thus, the region’s dependence on capital flows for the
globalized economy grew, with all of the risks implied by the volatile and speculative nature of a
good part of these flows.

On the other hand, external debt disbursements continue to spiral upwards (Table 10). The debt has
gone from US$220 billion in
Table 10. LAC: Total external debt disbursement(a) 1980 to an estimated US$698
billion in 1998, which
represents a 217 percent
increase, i.e., external debt has
more than tripled. Although the
amounts for debt service in
relation to exports are ever
smaller in relative terms, they
do not cease to be a variable of
concern that could place more
than one country in a pinch.

One of the consequences arising

from these macroeconomic

movements, and related to

agriculture is the “vicious
cycle” (Escudero, 1995, Valdez, 1996), which occurs between a total balance in deficit, and the need
to raise internal interest rates to attract capital that would allow it to be repaired. This in turn
pressures the currency into an exchange appreciation, which proceeds to make imports cheaper and
exports more expensive. Meanwhile, the interest rates, although they also contribute to keeping
inflation down, make access to financing more difficult, thereby hindering industrial re-conversion
to increase productivity. The result is that the lower the competitiveness the greater the trade balance
deficit for goods and services and so forth.
Figure 46. Population growth dynamics in LAC 222 What we know about macro-
social outcomes

Over the last 17 years the social order has
undergone changes. We know that the
trend continues to slowly reduce
population (Figure 46). This trend has
been visible since the 70’s (2.5%), it
accelerated in the 80’s (1.9%), and showed
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0 g g g g 2 g even greater effect in the 90’s (1.4%).
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SOURCE: Prepared with data from CEPAL . 1998




We also know that during the 80’s, and throughout the 90’s, LAC was able to stabilize its urban
population at three-quarters of the population while the rural population was stabilized at one fourth
(Figura 47).

Figure 47. Rural Population in LAC
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Source: Prepared with data from CEPAL, 1998.
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Between 1980 and 1997, there was a notable improvement in the social welfare indicators for LAC,
except during the so-called “lost decade” of the 80’s (Table 11). The available data all demonstrate
this trend (WB, 1999a, UNDP, 1998a, ECLAC, 1998a).

Table 11. Social Indicators in LAC

_Indicator ‘ " Year "~ Measure . Outcome
- Infant Mortality Rate 1980/1997 Per 1000 children Dropped from 60 to 32
(Live births)
- Infant Mortality Rate 1970/1997 Per 1000 children Dropped from 123 to 41
(children under 5)
- Population with access to potable water 1982/1996 Percentage Rose from 73 to 75
- Population with adequete facilities 1982/1985 Percentage Rose from 46 to 68
for solid waste disposal
- Children under 1 year immunized against:
1980/1997 Percentage
- Measles Rose from 42 to 93
- Tetanus Rose from 37 to 82
- Life Expectancy at birth 1980/1997 Years Rose from 65 to 70
- Adult Mortality Rate: 1980/1997 Per each 1000 persons
Men Dropped from 225 to 189
Women Dropped from 151 to 116
Public expenditure in education 1980/1996 Percentage of the GDP Dropped from 3.8 to 3.7

Prepared whith data from the WB 1998/99, PNUD 1998a and CEPAL 1998
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Source: ECLAC 1998

2.2.2.1 The great scourge is poverty

The region has been unable to resolve the poverty problem. According to ECLAC, 1998, the
number of poor increased from 135.9 million in 1980 to 204 million in 1997 (Table 12). The
population that increased the stocks of the poor and extreme poor during this period was made up
of 68.1 million persons. However, 95 percent of all of these persons became poor during the 80’s,
since by 1990, this category already held 200,2 million. This is reflected in the increase in poor
households, which grew from 35 percent in 1980 to 41 percent in 1990. This means that 4 of
every 10 households were poor in that year.

Table 12. Poverty and Indigence inatin America(a) During the 90’s, poverty has shown a relative
reduction. The efforts carried out and an
economy that recovered its growth during the
90’s, allowed this percentage to retract back
almost to where it was in 1980 (36% versus
35%). The astounding growth in the poor
during the 80’s was halted by this economic
recovery, which maintained the numbers of
poor almost stable. Furthermore, indigence
or extreme poverty has continued a trend
similar to that followed by poverty, but it has

() Esti ponding 10 19 counties in the Region. been able to reduce the number of individuals
(b) P ge of h holds with i below the level. 21 H
e s o o e v e 4 v affected. In 1980, there were 62.4 million
(d) Persons in househoids. . .

@ i poox housebakds.  en ol sovery persons in extreme poverty and in 1990, 93.4

million, however, by 1997, this number had
declined to 89.8 million.

In absolute terms there is more poverty in the urban areas. Ninety-two percent of the 68.1 million
poor persons added between 1980 and 1997, lived in the cities, and only 8 percent in the rural
zones, which accentuated the in a significant manner the urbanization of poverty. The same is
true with indigence, although to a lesser extent, since 74 percent of it appeared in the cities and
26 percent in the rural areas. Thus, if in 1980, 54 percent of all of the poor were located in the
rural zones, by 1997 this had dropped to 38 percent. Furthermore, indigence that in 1980 was
concentrated in the rural areas dropped from 63.9 percent to 52.3 percent in 1997.

Poverty is the rule in the rural areas. Poverty is a principally urban phenomenon, since the city
shelter two thirds of it; nevertheless, in the rural areas, of every 10 households, 5.4 are poor, while
in the cities this number is 3. Similarly, the worst poverty, indigence, dwells in the rural areas,
constituting 52 percent, while in the cities it is 48 percent. Finally, of every 10 households in the
countryside, 3 are indigent households, while in the cities this implies only one household.

2.2.2.2 The region continues to record the greatest disparity in income distribution

LAC is the world’s region where the greatest disparities in income distribution are recorded, i.e.,
where the richest individuals receive the largest proportion of income. Forty percent of the total




Income in urban -rural zones

national income is received by the wealthiest 10 percent of the population (BID, 1998-1999b).
On the other end of the income scale, ) . .
the poorest 30 percent of the population Figure 48. Income w‘}?,%‘_’f&“ and poverty in LAC
receive only 7.5 percent of the total P —
income.
0.58 4-
Notwithstanding  the  important o |
transformations within the region _
during the last two decades, the g
information available suggests that this
income concentration did not change
during the 90’s (Figure 48). After what 0.54 -
was achieved during the 70’s, where an
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Figure 49. Gaps in urban-rural income indexes of income concentration in the urban

3 and rural zones present similar levels between
ol them in almost all of the countries. These
o differences are between two and three points
2 on the Gini Index (Figure 49).
15§

In conclusion, everything seems to indicate
! that at the end of the 20t Century and after 17

os h years of economic reform, there have been a

lot of changes. However, the global economic

e T a2 s e and social outcomes achieved, even by

« e"’f e«j f c‘i ;f‘y fo 0*003* fi applying these reforms, are precarious at best

Source: BID, Home's inquest, 1997, in some countries, as well as for broad

population sectors, and they are insufficient

for the majority. Poverty and indigence, especially in the rural areas, represent the main enemy
to be dealt with.

2.2.3 The “market” vision of agriculture and the rural milieu and recent changes

Over the last 17 years, the countries have re-elaborated the nature of the ties of agriculture and
the rural milieu to the national and global economies from the point of view of a “development
for all of the sectors with neither privileges nor penalties.” In other words, the model of
“development of industry and the cities with a subsidiary agriculture”, as prevailed in the former
model, has been left behind.

What changed for agriculture and the rural milieu, after the application of the stabilization and

reform programs? Practically all of the internal operational logic and above all the nature of its
relation to the rest of the economy and the globalized economy changed.
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The application of the stabilization programs, of reforms and decentralization changed all of the
systems of relative prices, of resource allocation, and of the terms for international, regional, and
local insertion. In general, a new way of dealing with agriculture was introduced, by eliminating
the anti-exporter and anti-agriculture bias, which had characterized the previous model and created
a less restrictive and more propitious framework for growth.

An agriculture without over-protection, deregulated and transparent, open to external markets and
ever more integrated, should theoretically promote an efficient allocation of human and productive
resources, as well as important changes in their utilization, which under the principle of their
scarcity would recover their true value. This would lead to a much better combination of factor use
and advantage taken of the opportunities.

By eradicating the anti-agricultural and anti-exporter biases, agriculture and the rural milieu could
be expected to provide an increased efficiency in production at both the primary and agri-industrial
levels; with competitive prices in the internal and external markets, improved product quality;
transparent market creation within the rural zones; favorable terms of exchange and a reduction in
the excessive transfer of financial surpluses; greater capacity for savings and investment; increased
generation of savings and exchange, food supply security and greater productive conservation of
natural resources.

The achievement of the aforementioned advances would suppose an agri-industrial and commercial
productive re-conversion; greater dynamism for certain products and the elimination or reduction of
others, even to the on-going re-conversion of the farmers into entrepreneurs; a reduction in the use
of marginal lands and “mobility” of the land as a resource; the appearance of positive externalities
which would be the basis of this re-conversion and greater competitiveness. An affluence of credit
and investments could also be expected; a new type of public and private institutionality; a renewed
juridical and legal framework, and more and better informative “knowledge” with a broad and de-
monopolized circulation.

On confronting this theoretical framework of expected effects with the recent trends in agriculture
in the region, it turns out and we conclude that:

a) Through the beginning of the 90’s (1993), no large-scale changes had yet occurred at the overall
level of the countries within the region. However, starting in 1994, the situation begins to
become more dynamic and the changes can be seen at different levels. Agricultural production
is energized, the productive structure is visibly transformed, agri-industrialization develops,
agricultural and agri-industrial exports become more dynamic and change their structure, and
there are increases in the productivity of the land being tilled and of agricultural labor, as well
as the in the use of the factors of production.

b) However, these changes, although recent and encouraging, are still insufficient in two senses.
First, they are not sufficiently generalized. Second, due to their profundity and dynamism, the
changes are not as encompassing in relation to those in countries in other parts of the world,
which are competitors or represent potential markets for our countries.

¢) Notwithstanding, the tremendous recent agri-export dynamism, the existing agricultural market
opportunities are not fully utilized or could be taken advantage of better or more completely.
d) Most of the countries have not fully developed strategic support activities for agriculture in the
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more extensive interpretation, such as research and technology transfer services, agricultural
health and food safety, price and market information, training and education and extension,
among others.

e) In several countries a broad-ranging and profound review and strengthening of public and
private agricultural institutions are needed to prepare them for the new present and future
circumstances.

2.2.3.1 The indicators of change in agriculture within the region

Upon making an analysis of the recent behavior of agriculture within the region, the fact that there
have been drastic changes in the specific environment must be taken into account. Basically, the
actors of today face open markets without subsidies, with international prices trending downwards
and this has put pressure on profitability, all of which have required an increased competitive
capacity.

Additionally, this is taking place in different markets, which are changing and are highly
competitive, with demands for high quality and security. Similarly, it is important to note that some
of the region’s farmers were disconnected from the outside world for several decades, therefore they
are undergoing a learning process, since they still do not have sufficient historical experience and
adequate knowledge of markets, their dynamics and their conditions.

2.2.3.1.1 Prices drop, interest rates climb and profits get squeezed

One of the characteristics present in this stage is that the falling trend in international prices for
agricultural products continues (Figure 50), combined with interest rate hikes and sharp pressures
on dropping profitability for agriculture in the region. Throughout all of the 20t Century, real
international prices in
agriculture have
continued to decline %7
(FAO, 1999) and real
prices for products such i
as wheat, corn, and rice
during the 90’s have
been the lowest this 5
century (D.G. Johnson, ;
1998, cited by Valdez, i
<

Figure 50. Agricultural price indexes (Constant dollar, 1990=100)

1998). During the 90’s,
the international price =
index continued its

downwards trend, 50

notwithstanding  the

increase recorded in 0
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. k]

Prepared with data from the WB, 1993.
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rce: Valdéz and Paz, WB and FAO, 1998

prices had returned to the lower levels of 1990-94, which were already quite low (Figure 51).

The process of integrating the
economies of the region into the
world market has had important
implications on internal price levels,
insofar as the open market process
has implied an alignment of these
with regard to international price
levels. During the 90’s, there were
substantial reductions in real prices
paid to the growers (Table 13), as a
result of the interaction of at least
three important forces: overvalued
exchange rates, the evolution of
international prices, and changes in
the levels of internal protection

Figure 51. International price index for agricultural products*
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* Calculated on the basis of rice , com, wheat, sorghum, cotton fiber, sugar,
and beef. To calculate the real dollar prices, they are weighted by the average
production for the year 1995-1997 in the countries of Latin America
Source: Valdéz & Paz, 1998, BM y FAO.

(Valdez and Paz, 1998). The nominal increases in prices for consumer directed foodstuffs for a
good number of countries are lower than the general price index (Table 14).

Table 13. LAC:Index of real internal prices *

(1994=100)

erage production for

Upon considering world supply and
demand projections, the forecasts for the
evolution of world agricultural prices
indicate that for the period 1998-2007
(WB, 1996, FAO, USDA, 1998), an
average annual reduction of - 0.4 percent
can be expected. At the product level,
the estimates indicate that foodstuff
prices will not grow, beverage prices will
decline and, in particular, cereals and
raw materials will show an average
annual rate of growth of around one
percent. The result of this is that the
dynamic market behavior will not
increase agricultural prices in the near
future. The only way to improve

revenue will be, essentially, to intensify production, lowering costs. increasing quality,

Table 14. Countries in which the general consumer price index is greater or lesser than tha:
for foodstuffs (average 1975-1997)

reater up to "Wreter than ) Teter than  Equal Tess
Chile Colombia Argentina Costa Rica Bahamas
Guatemala Paraguay Brazil Ecuador Barbados
Honduras Panama El Salvador Bolivia
Jamaica St. Lucia Nicaragua Mexico
Surinam Dom.Rep. Peru
Uruguay Trinidad &Tobagd
Venezuela

Source: Prepared with data from CEPAL. 1998
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differentiating products, and generating a new valuation for the transformed biomass of natural
resources. This condition implies a strengthening of agricultural services, especially investment,
but for that to occur, the downward spiral of low profitability, disinterest in investment, and high
interest rates must be broken.

2.2.3.1.2 Agriculture has recovered its dynamism

Thus, the information available indicates that in Figure Slm .:f g;;,,‘g::'hﬁg"'"" the
contrast to the limited dynamic recovery
experienced by national economies during the
90’s, agriculture has recovered, after 1994, the
high growth rates recorded during the 70’s, i.e.,
it recovered the 3.5 percent yearly growth
(Figure 52). This means that agriculture has
surpassed the lower rates recorded in the first
half of the 80’s, 2.5 percent, and also the .
second half of that decade, which was worse at .,
1.5 percent. Furthermore, it has also surpassed g
the growth recorded between 1990 and 1993, 5 ¥
Souce: Prepared with data from CEPAL. 1998.
which was only 2 percent per year.

I GDP Towl
GDP agriculture

-
-
-
-
-
-
-

1985-1990

In this regard, an association exists between the growth of the overall economy and agriculture in
two senses: one is the so-called anti-cyclic character of agriculture, which indicates that the
fluctuations in agricultural production are not as pronounced as they are in the rest of the
economy. This factor is based
Table 15. Relationship between the dynamism of growth in the total economy and inagricaiture ~ on the biological character of
(1990 - 1997) greater aging required by the
products over time and the types
of demand elasticities for
foodstuffs. To wit, when the
economy grows, agriculture
does too, but at a slower rate,
and when the former declines,
agriculture does too, but again
less emphatically. This
situation can be seen clearly
during the 90’s (Table 15).

The other sense is a complement
of the preceding one, it is the
association between global
growth and growth in
agriculture in contexts that
eliminate the pro-urban and
industrial bias in the policies.

Source: Prepared with data from CEPAL, 1998.

51



More and more countries are finding that in the presence of the high growth rates of their economies,
their agriculture is also expanding dynamically. These are the countries that have recorded rates over
4 percent per year in their general economy and 3 percent or more per year in their agriculture.

Table 16. Percentage increases in production, 1997

Figure 53. Food production in LAC (B
. ase 1989/91)
(1970-1997)
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the rate of 19.2 percent, 18.4 percent, 21.6  Scurcc: Prepared with data from CEPAL. 1998.

percent, 22.1 percent, and 8.7 percent,

respectively. This dynamism showed its greatest growth after 1994.

Table 17. Increases in production in LAC 1980-1997 At the level on the important agricultural

(thousands of tons) products in the region, those that have

grown dynamically and above the rate of
population growth stand out, e.g., oilseeds,
such as sunflower and soybeans, as well as
corn, sugarcane, wheat, beans, bananas and
plantains. On the other hand, other
products grew at lesser rates, and below the
population growth rate, such as rice,
cassava, and coffee. Still others have
declined in absolute terms, such as the case
of cotton and sorghum (Table 17). The
information also indicated that other
products such as milk, meat, fruits, and
horticultural produce have grown

Source: Prepared with data from CEPAL, 199, dynamically, at rates well above that of the

population (FAOSTAT, 1999).
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2.2.3.1.3 Changes are taking place in the “bread baskets”, i.e., cropping patterns.

During the last 20 years, LAC has shown different dynamics for different products. This indicates
displacements in some countries and reinforcements in others, with regard to products centered
on cereal grains and traditional products, such as sugar, cotton, beans, cassava, and coffee. There
were also changes in cropping patterns centered on agri-foodstuff complexes of livestock and
oilseeds, as well as towards horticultural produce and fruit complexes and circuits destined to
export and agri-industry (ECLAC/ICA, 1997, Valdez and Paz, 1998).

Table 18. LAC: Evolution of the concentration of production by countries . .
(1980-1997) At the regional and national

Countries | W levels, specific t.ren.ds can be
: (E (E %) (%, (%) %) 6
Buazil 590 46.0 53.0 58% 18.0 10%7 45.0 44.0 19 4.0 35.0 28.3 seen . that ll']dl.cat.e . a
Argentina 16 6.0 40 5.7 52.0 61.0 140 19.4 R4 23.2 10.0 340
Msioo 27 22 250 19.0 187 15.6 278 237 80.0 68.3 20.0 20 generallzcd sp CCIallzatlon n
Colombia 11.0 8.9 23 27 1.9 13 4.6 3.1 7.3 35 1
swbbll | 743 €31 843 860 897 BI1 804 B34 606 886 723 858 ] pTOdUCUOP based on greater
Orey | 13 55 comparative  advantages,
paymesll I taking advantage of both
Boma | 08 13 o1 o3 installed capacities as well
Hondus: K K . .ege A
Gualomaia 16 18 as resource availability in
Chile 6.5 6.7 .
 Pavaguay 04 17 08 14 each one of the countries
TOTAL

841 _ 858 878 9012 956 965 892 808 880 866 _ 723 658 (Tables 18 & 19).

Source: Prepared with figures from ECLAC, 1998

2.2.3.1.4 Agri-industry continues to be dynamic

Agri-industry, with a Table 19. LAC: Evoluﬁo;lsg_f ge” eocnzentmtion of production by countries
i igni 1 tinuation...

relatively significant ( ) Continuation

weight in

manufactures taken as
a whole, estimated at
around 20 percent, as
well as the agri-
foodstuffs industry,
which represents the
largest part of agri-
industry, continue to
grow dynamically. Their growth is greater than that of agricultural production in general, and this
growth has been occurring in a number of countries (ECLAC, 1998).

Source: Prepared with figures from ECLAC. 1998

Although the index of agri-industrialization for the region’s nations, which has been estimated at
about 30 percent for the share of agri-industrial products in agri-foodstuff consumption, is
considerably below that for the developed nations (over 70%), its dynamic trend is leading in the
right direction.

In general, this has to do with the emergence of agri-enterprise in the nations in the region, which

are oriented to exports and urban markets, highly integrated, creators of innovative and
sophisticated products, with a modern focus and located in niches in dynamic markets.
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2.2.3.1.5 Exports surpass US$30 billion.

Another relevant change is the activation of the region’s agricultural foreign trade. Taken
together, with agricultural exports, food, and tobacco industries, the region increased its exports

industry in total exports from LAC

1980 1985 1990 1998
Source: Prepared with data from ECLAC, 1998.

1997

Figure 54. Evolution of exports by agriculture and the foodstuff

B Agri-Foodstutfs
W Agriculture

from US$26 billion in 1980, to
US$60 billion in 1997.  This
represents a 130 percent increase and
an average growth rate of 5 percent
per year over the 17 year period
(Figure 54).

The foregoing provides a greater
tempo of growth (more than double)
for exports than for production itself
(Table 20). Furthermore, it also
indicates that these increases are
substantial and high during the last
years of the 90’s, since this dynamic
export sector provides rates of 15

percent per year, in the face of 2 percent for the 80’s. It also indicates that the dynamism is
present both for agricultural exports and primary activities, such as those for exports by agri-

industry and the agri-foodstuffs industry.
This latter holds a special connotation
insofar as the exports by “primary”
agriculture constitute 50 percent of the
exports of “extended” agriculture.

A relevant aspect of this dynamism of the
agricultural and livestock exports is the
increase in America’s share and
especially that of LAC in world
agricultural and livestock exports. In
1980, the share produced by the Americas

lable 20. LAC: Exports of products and raw materials by agriculture and

the food, beverage and tobacco industry. 1980-1997

Source: Prepared with data from ECLAC, 1998,

Table 21. Share in agricultural exports of America and LAC in

worid agricultural exports.

Source: Prepared with data from WB, 1998-99.

was 33.3 percent of world exports,
this climbed to 35.7 percent by
1997, and this gain is imputable to
the countries of LAC, which
increased their share by three
percentage points in the world
agricultural market (Table 21).

Intra-regional trade exchanges show a much greater growth rate, on the order of 20 percent per
year, which demonstrates the importance of open markets and integration in the Americas and is
encompassed in the trend for all exports in LAC.

54



The fall in the share of agricultural and agri-
foodstuff exports in total exports has decelerated.
In fact, over the last 40 years, agricultural exports
have lost their 50 percent share of all exports and
currently occupy 23 percent. Notwithstanding, in
the first half of these four decades, the loss was
more pronounced, since in these 20 years the
greatest reduction occurred, which was responsible
for 22 of the 27 point reduction, while in the
following 20 years, from 1980 to date, the fall was
only five points (Figure 55).

Figure 55. Evolution of the relative share of Agriculture and
the foodstuffs industry in total exports of LAC

A |

[
! B Agri-foodstuffs
. W Agnicuhure

1900 1505 1960 1985 1907
Source: Prepared with data from ECLAC, 19%98.

2.2.3.1.6 The diversification in export structure deepens

Until the eighties, coffee and
sugar exports represented almost

Figure 56. LAC: Percentage share of the main products in total agricultural exports.

one-half of all agricultural and 1997

foodstuff exports from the -

region. By 1997, these two toasied coftee , oo
products contributed only 28 **™%% Bananse,

percent thereof (Figures 56 & '

57). On the other hand, fruits S'™*** Soybeans

and horticultural produce, where  Textiefie i

tropical and temperate climate ~ Obsssd: omwger O

agriculture  enjoys  broad ot et - Ce .
comparative advantages, Source: HCA - PolticalComercial Aes, cate rom FAOSTAT Suger

contribute almost one-fifth of

total agricultural exports, which Figure 57. Evolution of the concentration of total

have grown more than three-fold exports by agriculture in LAC

over the last 17 years. It an also - v as e
be seen that oilseeds and BBrazil T
derivatives have gained ground OChile oy

in the composition of exports, 12.4‘ :?o'.:"::; -
occupying almost 40 percent of ,, yus DEcuador 82\ v
this structure. Although their ,, BMexico

impact is less, meat products, 23 oo log 7

dairy products, and even cereals
and bananas have advanced their
share in agricultural exports.

Source: Prepared with data from ECLAC, 1998.

The foregoing makes it clear that it has been the two agri-foodstuff systems of oilseeds and
livestock and horticultural and fruit produce that are predominant in the agricultural export

structure within the region.

This is related to the changes recorded in the productive structure, or the agricultural and livestock

aspects analyzed previously.
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A joint monograph (ECLAC/ICA, 1997) utilizes information that combines the status of the
external markets with the dynamics achieved by agricultural and forestry exports from the region.

From the demand point of view, it
can be seen that the international
insertion of the region’s products has
continued an evolution that is very
cyclical between 1985 and 1995,
alternating between good times and
bad. For example, for 1995 (with
regard to OECD), the best-positioned
products, ‘“nascent opportunities”
(growth exports in dynamic external
markets) are tropical products (such
as avocados, crustaceans, coffee
extracts, fishmeal and Brazil nuts).
The missed chances, “lost
opportunities” (falling exports in
dynamic external markets)
correspond to manufactured
products, natural products with a
high added value and quality, such as
some fruits and produce, and some
forestry products. Among these
products are: sunflower oil, peanut
oil, un-toasted coffee, onions, orange
juice, fresh vegetables, apples, wood
paste, wood pulp, fresh tomatoes and
bananas (Table 22).

r

Table 22. Market opportunities for LAC

Fuente: I1ICA/CEPAL, 1997.

The “retracting opportunities” fall into a lower position (declining exports in stagnant external
markets), at least in the OECD, soybeans, and other oilseeds destined to animal fodder, meat extracts
and juices, bitter juices and pears. Finally, holding onto some internal drive and the decision to

Figure 58. LAC: Percentage share of the major products in total
agricultural imports.
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Source IICA-Political/Comercial Area data from FAOSTAT
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continue exporting, in spite
of facing stagnant external

markets “diminishing
opportunities”, we have
oilseed cakes (of

cottonseed, soybeans and
sunflower seeds), soybeans,
and some fruits that had
been very dynamic in the
recent past (for example
fresh grapes). Although
active agri-export
dynamism is visible in the



last five years, with annual rates of 16 percent, the current agri-export structure is being transformed
towards horticultural and fruit produce and oilseed-livestock products, which will be relevant over
the short-term. Care must be taken with the long-term sustainability of this type of international
insertion in the face of rapidly changing and demanding markets, and confronted by the fact that the
productive structures in agriculture have clear limits over the short term for re-conversion.

2.2.3.1.7 Agricultural imports show a significant dynamism

Foodstuff imports also increased in an active manner between 1980 and 1997, showing a 5.5 percent
yearly rate in contrast to a 5 percent rate for exports. In 1980, imports constituted approximately
US$14 billion; this climbed to US$35 billion per year. Furthermore, the structure of imports has
also recorded significant changes centered on the reduction of imports with regard to wheat, corn,
sorghum, and sugar. In contrast, there have been increases in imports of soybeans and slight
increases for oils, milk, and their equivalents (Figure 58).

2.2.3.1.8 The positive balances in the agricultural balance redoubles in importance
Figure §9. LAC: Net Trade Balance for agricultural goods

(1980195 Another very significant fact is that the region

:‘; continues to record important positive balances

60 in the agricultural trade balance, at levels that

50 have been increasing from US$20 billion in

;z 1980 to US$42 billion in 1997 (Figure 59). For

20 1997, this positive balance represents more

10 than 90 percent of the deficit recorded in the

1980 1997 ° trade balance for total goods in the economy of

@ Exports @ Imports the region. It also represents 130 percent of the

Source: Prepared with data from the WB, 1998/99.
deficit in the LAC trade balance for goods and Figore 60. LAC: Nt ot ooy = (oF total goods

services, or 65 percent of the deficit in its current
account balance. Notwithstanding, these positive
balances are declining in relative terms, as a
consequence of a slightly greater dynamism for
agricultural imports, which also indicates the
enormous importance of their function as
generators and savers of foreign exchange in

favor of the economies of our countries (Figure 1980
60). BExports B Imports
Source: Prepared with date from the WB. 1998%9.

1997

2.2.3.1.9 Factor productivity increases

Another one of the important trends observed, as could be expected, is an increased production
arising from greater factor productivity, especially with regard to croplands and the agricultural
labor force. Within the region, the rate of incorporation of new croplands into production (including
arable lands, permanent crops, grasslands, and pastures) has been declining in an accelerated fashion
since 1980, but especially during the 90’s. In the five-year period 1965/1970, 26 million hectares
were incorporated, but between 1990/1994, only 7 million were incorporated (Ardila, 1999).
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The rapid exhaustion of the Table 23. America: Evolution of the Surface Area, Cereal Yields and Fertilizer Use.

potential agricultural and

livestock frontier is a present

and future variable, which

requires increased yields and

increased use of the more

optimum and suitable areas

for these activities. This is

occurring in the case of land

dedicated to cereal

production, which between

1979/81 and 1995/97, has

remained practically stable at  scsce Frepares win rowes trom the w8, 199669 comng rom FAG

50 million hectares (WB,

1998/99). Yields grew from 1840 kg/ha to 2576 kg/ha over the same period, and the use of
fertilizers increased from 79 kilograms per hectare to 93 (Table 23 & Figures 61 and 62). The
foregoing falls within the logic of greater efficiency and competitiveness, which leads to a reduction
of the use of marginal soils under
cereal crop production, which in many

Figure 61. America: Cereal Yields by country

4,900.00 cases involve fragile and delicate

kg/ha

4.400.00 ecosystems that are easily deteriorated.

The logic of greater productivity

:z: focused on the utilization of better
2400.00 soils, increased yields and the use of
1,900.00 inputs, tends to gradually generalize
1,400.00 throughout the period from 1980 to
900.00 ¥, 1997 in a majority of crops: basic

crops, horticultural produce, fruits, and
other products (Ardila, 1999). It has
;g taken place in a majority of the basic

Source’ Prepared with data from the WB. 1988-99. coming from FAO

Figure 62. Selected countries: Evolution of the yield in cereals between

grains (rice, beans, corn, potatoes, cassava, 1989-91 and 1995-97

and wheat, and to a lesser degree in

95
sorghum); produce (tomatoes, garlic, 85
carrots, lettuce, cabbage, and asparagus). o
This has been accompanied by large gp 55
increases in the surface under cultivation, g g
although also in yields; the fruits have g 2
increased basically by surface increases "
(pineapple, papaya, melon, banana, 5
avocado, and citrus) and other products ;t )
such as sunflower and soybeans that have 3 gi”%‘ig gEH gfiiéii 3
seen both larger surface areas and higher R g
yie]ds. Source Prepared with data from the WB. 1988-99, coming from FAO
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Percentage

The foregoing, the same as with the cereal grains, has occurred with a significant increase in fertilizer
use, which has climbed from 7.9 million tons in 1990 to 10 million tons in 1997. Similarly, there has
been a sustained increase in the use of improved seeds

e . . . Table 24. LAC: Area irrigated (thousans of hectares)
and the surface area under irrigation, which climbed from e

1880 1 1996

13,661.0 16,137.0 17,822.0 31.5
4,980.0 5,600.0 6,100.0 25
1,600.0 2,700.0 3,169.0 98.1
1,160.0 1,450.0 1,753.0 51.1

13.6 million hectares in 1980 to 17.8 million in 1996
(32% increase) (Table 24). With regard to the total land
under exploitation, this climbed from 9.8 percent to 11.2
percent of the land under irrigation. Tractor usage also

12550 12650 12650 0.0

increased, going from 1.1 million in 1980 to 1.5 million 15800 16800  1,700.0 76
. . . 4000 6800 10510 2630
tractors in 1997, which meant going from 25 tractors per 165.0 2250 250.0 570

500.0 290.0 240.0 -52.0
11,640.0 13,8900 155370

thousand workers on the average in 1979/81 to an
average of 34 in 1994/96 (WB, 1998-99). An aggregated

balance would show that most of the countries have t Propared with dete from ECLAC, 199

increased their production, yields, and use of fertilizer,
tractors, and irrigation

Furthermore, there has been a
Table 25. Evolution of productivity in manufacturing

industry and agriculture substantial increase in labor force

; Productivty / induatrial Worker Productivity/Farm Worker productivity in agriculture in several
— Ms;;:: 37.'1;.2”"“ Tt L countries (Figure gg‘). The increases in
Basg 329770 e poy agricultural labor and arable land

o0 71840 P o productivity seem to fall within a

o oasee o o general trend that would express an

120080 110619 0 e increase in Total Factor Productivity

o 1ms00 130 by (TFP), more dynamically in agriculture

Sl | om0 essro 3o _Ze than in the rest of the economy for a
Souroa: Prepased wih deta o he W, 1000-00 number of countries (ECLAC, 1996).
Using information available for 13

Figure 63. Productivity increases in agriculture countries in LAC, we can see that the
between 1979-81 and 1995-97 evolution of agricultural labor

2 productivity is much greater than that
100 1 of the industrial labor force (Table 25).
80 4 Larson and Mundlak from the World
o Bank also hold this thesis, showing that
growth in Total Factor Productivity in

40 1 agriculture tends to be faster than in the
,,J manufacturing sector. The important
implication here is that although the

°7 total product from agriculture usually
20 does not increase as rapidly as the total
manufacturing product, it is relevant

and the establishment of a healthy
inter-sectorial relationship between
agriculture and the rest of the economy.

gzgggg%gggéigggggigg for the economy’s long term welfare

Source: Prepared with data from WB, 1998-99.
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This increase in labor productivity depends principally on capital accumulation and Total Factor
Productivity growth (Timmer, 1997).

Notwithstanding these important advances in the productivity of the tilled soil and the agricultural
labor force within the region, there are important laggards when comparing the countries with those
from other regions (Figures 62 & 63). With few exceptions, such as Brazil and Chile, during the last
17 years, most of the countries have lagged, spreading even further the technological gap between
the countries from other latitudes and those in the region. This reduces competitiveness in a context
of ever-freer markets. With regard to the increases in agricultural labor productivity, although these
have grown significantly, they are also far from earning the countries of the Americas a slot in the
world standards.

For example, in 1997, among the 27 countries with the highest agricultural labor productivity in the
world, only 5 are from the Americas. These are the United States (fifth place with a productivity per
worker of almost US$35 thousand per year), Argentina (number 14 with US$14 thousand), Uruguay
(number 19, with slightly over US$9 thousand), Chile (24t place with slightly over US$5 thousand),
and Costa Rica (number 27, with US$4900) (Figure 4 from Anex).

In summary, although there have been important advances in labor productivity in most of the
countries in the Americas, the fact that there are widening gaps in productivity in relation to other
countries continues to be a motive for concern from the point of view of competitiveness, and in the
context of a greater integration into the world economy. Within the region, these gaps are also
widening with regard to technology, where clearly a majority of the countries of the Southern Region
are advancing significantly in relation to a majority of the rest of the countries.

2.2.3.1.10 Natural resources are suffering pressures that are deteriorating them

Figure 64. Soil degradation due to activities. Some analysts hold that the costs of the
) o major advances recorded over the last 20
years in agricultural and agri-industrial
activities have been high and are reflected in
a degradation of natural resources (Paulet,
1999, Gligo, 1998). This progress has been
based on the utilization of new technologies,
such as improved seeds, fertilizers, irrigation
systems, more conservationist cropping
practices, such as minimum fieldwork,
which have allowed significant advances in
agricultural productivity while deteriorating
the resources.

In general, the land dedicated to agriculture
tends to diminish in relative terms, and there
is also a reduction in its quality.
Meteorological phenomena are becoming
more frequent and massive, these in turn
result in droughts and floods; the urban
zones are expanding rapidly, at the cost of
the best soils. On the other hand, since the
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forests are a better carbon sink than croplands and pasturelands, the conversion of forestlands into
agricultural land implies a net carbon loss (which is a heat absorbing gas) towards the atmosphere,
thus accelerating global warming. There are predictions that by the year 2100, atmospheric warming
will have raised sea level between 10 and 120 centimeters, leading to severe flooding and tremendous
population displacements.

Erosion is the most common form of degradation, and in 84 percent of the affected areas, it constitutes
the main cause. Average annual erosion is between 5 and 30 tons per hectare, depending on the
severity of the cases. The regions with the worst erosion are Central America, South America and Asia
(Paulet, 1999). Soil degradation from human activities has been the object of analysis, and according
to the results (FAQO, 1996), the world evaluation of anthropogenous soil degradation (GLASOD) has
shown that 15 percent of the land surface of the whole world has suffered damage (13% are slight and
moderate cases, and 2 percent are serious and severe). These cases are due particularly to erosion,
nutrient depletion, salinization, and physical compaction (Figure 64).

There are different intensities, from moderate to serious, of water erosion in the Americas, especially

in important zones in the eastern and western United States, in northwestern and southern Mexico,
large parts of Central America, and the Andean nations, as well as in significant parts of Brazil,
Uruguay, and Chile. There is also wind erosion in the center of the United States, in Peru, and large
areas in Argentina. Furthermore, there is chemical deterioration in some regions of the United States,
in the northeast of Mexico, Honduras, Nicaragua, and Costa Rica, and in important zones of the Andes
and Brazil. Finally, in a majority of these regions, serious degradation in a relatively significant
proportion can also be observed, particularly in the United States, parts of Mexico, Central America,
the Andes, Brazil, and Chile.

223111 Water for agriculture

In general terms, 65 percent of the available water is used in agriculture; 25 percent is used in industry
and 10 percent is dedicated to household use (Figure 65). There is a clear competition for land use,
as well as for surface and subterranean water, since its availability is declining in terms of cubic
meters per inhabitant. For example, population growth and urban sprawl compete with agriculture for
water use, since this must be destined to attend the growing demand of population centers (Paulett,
1999 and Beechman, 1998).

Figure 65. Global utilization of water by sectors
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Source: World Bank, 1998-99.
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The oceans contain 97 percent of the water, the polar icecaps contain two percent and the remaining
one percent is divided in equal parts between available fresh water and unavailable water trapped in
the subsoil; i.e., the available fresh water is about 0.5 percent of all of the world’s water. As the
population increases, in many parts of the world the gap between supply and demand for water
increases, since the water table is dropping, rivers run dry, and the competition for the waning
amounts of water increases. Water shortages threaten three fundamental aspects of human security:
food production, health and water-based environments.

Approximately one thousand tons of water are required to produce one ton of cereals. This is a
minimum amount, since this figure does not include the water wasted due to inefficient handling.
Agriculture based on irrigation allows production of two or three crops per year on the same plot of
land, which makes the irrigated areas extremely important for world food security. Irrigated lands,
which constitute 19 percent of the world’s cultivated lands produce 40 percent of the foodstuffs.

At present, a cultural change is occurring with regard to water, which is a result of the world concern

expressed in the documents from the Earth Summit Eco-92, held in Rio de Janeiro, Brazil, in June
1992, in particular, Chapter 18 of Agenda 21 and the subsequent fora. There are different initiatives,
some of which have achieved significant advances in LAC, oriented to a modification of the water
management model, in order to integrate and decentralize it, making it administratively and
financially autonomous. This model is not alien to existing management systems in the more
advanced countries, but within the region, where water management is carried out at the sectorial
level, this responsibility lies on the shoulders of different organisms.

The main priority for humanity, after access to food, is the availability of potable water.
Contamination with fertilizers and pesticides, deforestation, sewerage, and dam and irrigation
system construction can have severe effects on the morphology of the hydrographic basins, river
system hydraulics, water quality, and coastal resources. Agriculture contributes to hydrological
resource contamination and is, at the same time, a victim of this problem. It contributes to it in the
measure that it releases contaminants and sediments into surface and subterranean waters. Improper
cropping practices lead to a net loss of soils, and contribute to salinization and supersaturation by
water in the irrigated lands. But it is also a victim, since it must use contaminated surface and

Table 26. Fresh water resources (thousands of m® per inhabitant)

Source: World Bank, 1998-99.
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subterranean waters, which affect crop quality and
transmit diseases to the agricultural laborers and

Table 27. Access to potable water

(% of population)

consumers. Urban Rural
Argentina 71 24
The availability of water as a resource, as in a majority | Bolivia 68 43
of the natural resources, varies significantly among the Brazil 80 28
. g Canada 100 100
countries (Table 26). There are countries such as Chile 99 47
Canada, Paraguay, or Venezuela, which have sufficient | eojombia 90 32
fresh water per inhabitant, to countries with greater | Costa Rica 100 99
restrictions, such as Peru, Haiti, and the Dominican | Dom. Rep. 88 55
Republic, among others. In a similar fashion there are | Ecuador 81 10
different situations with regard to potable water access | E!Saivador 82 24
according to urban or rural settlement. As can be seen, | Guatemala 97 48
. e . . Haiti 38 39
in a majority of the countries, high percentages of the Honduras 91 66
urban population have access to potable water. This is Jamaica 99 99
not the case in the rural zones, which for many | Mexico 95 60
countries still have large numbers of the rural | Nicaragua 93 28
population without access to potable water (Table 27). Panama 99 73
Paraguay 70 6
Water, especially that used to satisfy human and | Peru 91 31
agricultural necessities, is becoming a strategic element L’é’:dad y Tobago ;gg 18080
that must be regulated with clear and sustainable bases Uruguay 99 40
from the point of view of access, financing, hygiene and | yenezuela 79 79
conservation. Source: World Bank, 1998-99.
2.23.1.12 The extent of the effects caused by natural disasters

The 1998 season was witness to a heretofore-unseen concentration of violent meteorological events:
a dozen tropical cyclones affected the populated zones of the Caribbean basin, both over the island
territories and the Central American Isthmus. This same Isthmus had also seen other disasters that
had prior effects on the region, such as droughts, forest fires, and floods, all derived from the
presence of the ENSO, or the El Nifio Southern Oscillation in the Pacific Ocean.

Hurricane Mitch was the most violent on record in the region. No other phenomenon has produced
the quantity of rainfall in Central America that Mitch caused. Overflowing rivers and lakes caused
flooding with fatal consequences in rural and urban areas throughout the countries in the region, but
with particular impact in Honduras, Nicaragua, El Salvador, and Guatemala. The passage of Mitch
through Central America generated a disaster of the greatest magnitude. Its catastrophic effects
clearly demonstrated the Isthmus’ risk in the face of multiple threats, given the processes of
environmental degradation, accelerated urbanization, and poverty which increases the threat and
augments the vulnerability of the population in the face of any natural phenomenon.

According to ECLAC’s estimates (ECLAC, 1999), before the arrival of Mitch, the economic activity
in the Central American Region was growing. There were expectations that the economy would
achieve a growth rate close to 6 percent, thrust along by dynamic external demand, capital attraction,
and a sustained effort in capital formation. Keeping in mind that the disaster occurred at the
beginning of November, the effect on production of over one point in the rate of growth of the Gross
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Domestic Product (GDP) reflects the magnitude of the shock. At the close of that year, the regional
GDP had only reached 4.6 percent.

Taking the region as a whole, the total losses have been estimated at about US$6 billion, of which
US$3.1 billion were capital stock and inventory awaiting production (direct damages). A slightly
lower amount (US$2.9 billion) resulted from un-realized income, business interruption, services that
could not be generated, taxes that would not be paid, reductions in exports, and others (indirect
damages). Reposition of lost or damaged infrastructure and direct losses have been estimated at
slightly less than US$5 billion, with direct implications for the balance of payments in an amount
greater than US$1.6 billion.

Taken together, 1998’s exports fell by more than US$600 million with respect to pre-Mitch
projections (almost 13% of annual sales), and the losses for 1999 are estimated in even greater
amounts (US$1.77 billion).

As a result of the effects of the international financial crisis and the adverse climatic conditions,
agricultural GDP for the region grew by a mere 1.7 percent in 1998, and for 1999 the forecast holds
a growth of only 0.1 percent, which is in very unfavorable contrast with the average of 3.2 percent
for the 1994-1997 period. On the other hand, the environmental damage is significant, even though
it is not fully reflected in the appraisals carried out. This is due in part to the fact that much of the
environmental stock of the region had already been damaged by the inadequate use of resources and
the fires that occurred in the dry seasons in recent years, which were particularly intense due to El
Nifio.

An important datum is the fact that the already severe effects of the rainfall were amplified by prior
human activities, such as deforestation, especially on steeply sloping hillsides, inadequate land use,
and population settlements on hillsides or on riverbanks and lakesides. The drainage characteristics
that prevail on the Pacific slope and the degraded plant coverage also contributed to increasing the
effects of the disaster.

The El Nifio phenomenon in the Hemisphere

From mid-1987 through the latter part of 1998, severe droughts and floods attributable to the El Nifio
(or ENSO) phenomenon affected the Hemisphere, with direct impacts on the strategic activities of
the urban and rural areas of different countries. In the Andean Region, in particular, this cycle of the
phenomenon had a severe impact on vast areas of Chile and other coastal countries (Kesteren and
Otero, 1998). Extremely serious conditions occurred on the Pacific Coast of Ecuador and along the
northern coast of Peru. There were less serious impacts in Bolivia, Colombia, and Venezuela, and
even positive effects in some agricultural regions of Bolivia, Venezuela, and Chile.

Agriculture was affected both in production and productivity, in export product availability and in
the physical infrastructure. In the Amazonian regions of Peru, Ecuador, Colombia, and Venezuela,
the increased flows of the rivers and their spillover affected broad zones in the tropical forests, and
the altered climate impacted the planting and harvesting seasons as well as the availability of
foodstuffs, especially for the indigenous communities. Different agricultural export items
underwent large production shortfalls and reduced productivity, in both crops and livestock.



Individual quality of life was seriously diminished, particularly in the poorest areas, the outlying
ones, and those at greatest risk (greater vulnerability) in the face of the meteorological
phenomena. These populations suffered the loss or serious damage to their dwellings; floods
swept away their crops or droughts did not allow them to develop, with the contingent loss of
employment. Reduced employment brought with it serious repercussions in income, difficulties
for crop concentration, transportation, and placement of the products on the market. In general,
the impact was negative for the whole agricultural economy in the region.

The inhabitants displaced from the rural areas to the urban areas only made the underemployment
conditions worse in the cities, and the drop in agricultural income and the increase in
unemployment, increased the search for alternate and temporary resources for subsistence.

During the current year (1999), the counter-phenomenon of La Nifia is expected to remain
affecting the Continent, and produce an active hurricane season, both in the Caribbean basin and
in the Atlantic and Gulf of Mexico, so that rainfall levels can be expected to be above the norm
for the rainy season. The hurricane forecast anticipates the formation of 14 named storms, nine
of which would reach hurricane category and four of which will be intense.

Were these forecasts to prove true, agricultural activities in the region will suffer the results, as
has always happened, due to the highly vulnerable way they are carried out in many of our
countries, especially among the smaller farmers. This vulnerability arises from the
overexploitation of the natural resources that has occurred, especially the deterioration of the
hydroagricultural watersheds, and the agricultural involvement of the hillsides. In the face of
these realities which can be seen in a majority of the countries within the region, and which places
them at great risk, it is not difficult to anticipate who will be the future victims of natural disasters
and even those caused by the hand of man.

2.2.4 Observations on the effects of the general measures of the reforms and the differential
and unequal agricultural outcomes.

In the light of the results of the last 17 years, both for the economy in general and agriculture and
the rural milieu in particular, we can draw two conclusions. On the one hand, although the forces
of the new globalized economic growth model have had an influence in all of the countries, this
has been differential with regard to its impact, intensity, dynamism, and scheduling. Thus, it has
not been a linear process. As a consequence, the outcomes vary from country to country and from
region to region. On the other hand, we conclude at the end of this century, the overall economic
and social results obtained in agriculture and the rural milieu, even with the application of these
economic reforms, in many countries are insufficient from the economic and social points of
view.

2.2.4.1 Towards an aggregated vision of the principal changes

Upon analyzing some of the main variables for a set of countries, for which there is comparable
information, we conclude that such differences are clearer and allow some observations that may
contribute to the development of the analysis on a case by case basis of the different situations
among the countries, and also to propose some useful recommendations for policy formulation.
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The first observation refers to the existence of a significant association between the time and the
depth of the reforms instrumented by the countries and the dynamism of economic growth (Figure
66). By analyzing the relationship between economic growth and the general index of the reforms,
recently constructed by Morley, Machado, and Pettinato (ECLAC, 1999), for 17 countries in LAC,
we find that the greater the time and depth of the reforms, in general they correspond to a greater
dynamism in the economy and vice-versa, the lesser the time and depth of the reforms, corresponds
to a lesser dynamism. Two groups are formed within this exercise, and the relationship is also
present within the groups. A group of 12 countries which grows more dynamically and that in 1980
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per year 1990/1997 Figure 66. Reforms and economic growth
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had already recorded the greatest progress with their reforms (five from the south, three from Central
America, two Andean countries, one Caribbean, and to a lesser extent Mexico). There are two
countries that belong to this group, but their reforms are more recent: El Salvador and the Dominican
Republic. The other group consists of five countries. which have applied less time and depth to their
reforms. They show less dynamic growth (one Central American, three Andean, and one
Caribbean).

The second observation refers to the fact that there is a clear association between economic growth
and agricultural growth, which suggests that: the growth of agriculture is energized when the
economy grows, especially when it takes place in contexts with less anti-export and anti-agriculture
biases, and vice-versa, when agriculture grows the economy is energized, especially when
agriculture bears a relevant weight within the economy. For 31 countries in LAC, it was found that
14 countries fell in this situation (five from the south, three Andean, four Central American, and two
from the Caribbean) (Figure 67). Inversely, an association was also found between lower rates of
agricultural growth and lower economic growth rates In this case, 12 countries met these conditions
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Total GDP growth Figure 67.
Dynamism of the Total GDP and the agricultural GDP - 1990/1997
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(10 Caribbean, one Andean, and one from the North). All of the countries in this second group are
located in a critical agricultural growth zone. One group of four countries (2 Central American, one
Caribbean, and one Andean) recorded good dynamism in their economy, but very low in agriculture.

The third observation refers to the relation between per capita income and agricultural share of the
total GDP (Figure 68). This association indicates that: the greater the per capita income in a country,
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the lesser the share of agriculture in the total GDP, and vice-versa, the lower the per capita income,
the greater the share of agriculture in the total GDP. Among a total of 29 countries in LAC, 11
countries were found (3 Caribbean, 4 from the South, 2 Andean, one Central American, and one from
the North) with the highest incomes and the lowest share of agriculture in the total GDP. There is a
group of 8 countries where agriculture has the greatest weight in the GDP and registers the lowest
per capita incomes (2 Caribbean, 3 Central American, one from the South, and one Andean).
However, a group of 10 countries also stands out where the relation income/ agricultural weight is
in transition (5 Caribbean, 3 Central American, and 2 Andean).

The fourth observation refers to the clear association that exists between the income levels and the
urban/rural population (Figure 69). This association indicates that: the greater the rural population,
the lower the income, and vice-versa, the greater the urban population, the greater the income.
Three groups were found in a total of 28 countries. There are 10 countries that fall completely in
line with this association of greater rural population, lower income (3 Central American and 7
Caribbean). The second group of 11 countries falls fully in line with this association, but in the other
extreme, i.e., the greater the urban population, the greater the income (4 from the South, 3 Andean,
1 Central American, 2 Caribbean, and one from the North). Seven countries fall in an intermediate
or transitory situation, but one that clearly forms a part of the association (2 Andean, 2 Caribbean, 2
Central American, and one from the South). An atypical case is Barbados, a country with a rural
majority but with a per capita income among the highest in LAC.
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Share of Figura 70.

Agricatuoes) GOP Agricultural share of the Total GDP vs. Urban Rural Population
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The fifth observation is with regard to the relationship between the two preceding associations,
between the contribution of agriculture to the total GDP and the urban/rural population (Figure 70).
This association shows that: the greater the urban population the lower the weight of agriculture in
the total GDP, and vice-versa, the greater the rural population, the greater the share of the total
GDP. From among the 27 countries four groups were identified, two of which are in alignment with
this association and two that differ from it.

In the first case, on the one hand, there are 10 countries with an urban majority population and a low
share in the overall GDP (4 from the South, 2 Caribbean, 2 Andean, one Central American, and one
from the North), and on the other hand, there are six countries with a rural majority, where
agriculture has a large share in the total GDP (one from the South, 3 Central American, and 2
Caribbean). In the second case, on one side we have seven countries that have an urban majority,
but whose agriculture has as large share in the total GDP (3 Andean, 2 Caribbean, and 2 Central
American), on the other there are four countries which have a rural majority population, but
agriculture has little weight in the GDP (the 4 are Caribbean).

The sixth observation refers to the relationship between agricultural growth and its share in the total
GDP (Figure 71). Although there is no association per se, the implications of the relationship
between these two variables are extremely important, especially for a significant number of 13
countries (7 Caribbean, 2 Central American, one from the South, 2 Andean, and one from the North),
where agriculture falls in the critical zone.
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For eight countries

in this group (6 Caribbean, one Andean, and one Central American) the economic

and social implications of the minimal growth in their agriculture is worrisome, since it is of import
within their total GDP. In contrast, agriculture is growing dynamically in the other group of 16
countries (4 Caribbean, 5 Central American, 4 from the South, and 3 Andean). These 16 countries
are positioning agriculture within their economies, and in nine of them, agriculture has an important
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Figure 72.
Agricultural growth and productivity of the agricultural labor force
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The seventh observation refers to the relationship that exists between agricultural growth and
agricultural labor productivity (Figure 72). Although there is no very clear association, its
implications in terms of agriculture income and greater competitiveness in open markets, are
important and a necessary condition. In 20 countries for which the data were available, we can
define three significant groups. The first comprises those that had a scant increase in their labor
productivity and recorded low growth rates for agriculture, which are six (2 Caribbean, 2 Central
American, one Andean, and one from the North).

The second group of nine countries consists of those that had a significant increase in their
productivity and recorded dynamic agricultural growth (4 from the South, 2 Central American, 2
Caribbean, and one Andean). The third group is constituted by the four countries with slow or no
growth in productivity, which nevertheless achieved dynamic rates of growth in agriculture (2
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Central American, one from the South and one Andean). Colombia is an extreme case, recording
significant increases in agricultural labor productivity, but obtaining low rates of growth in
agriculture.

The eighth observation refers to the relationship between agricultural trade balances and the balance
for goods within the economy as a whole (Figure 73). Beyond a direct association between one and
the other, in general, in most of the countries agriculture is a net contributor of significant amounts
of foreign exchange. In a sample of 18 countries, it was found that only three are not contributors,
instead requiring exchange inputs (2 Caribbean and one from the North).

In eight of the countries, the positive agricultural trade balances show values that represent between
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Figure 74.
Net Agricultural trade balance/agricultural exports per
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100 percent and 500 percent with regard to the total trade goods deficits (4 from the South, 3 Central
American, and one Andean). The other seven contributors have positive amounts that represent
between 85 percent and 15 percent of their total goods trade deficit (3 Andean, 3 Central American,
and one from the South).

The ninth observation refers to the relationships among the agricultural trade balance, the
agricultural export capacity per laborer and agricultural labor productivity (Figure 74). In general an
important association can be seen among these variables indicating: the greater the export capacity
per laborer and the greater the productivity of agricultural labor, the greater the surplus in the
agricultural trade balance, and therefore, the greater the contribution to the total trade balance;
vice-versa, the lower the export capacity per worker and the lower the agricultural labor
productivity, the lower the surplus or even the greater the deficit in the agricultural trade balance,
and therefore the lower their contribution, or the greater their demand for exchange within the total
trade balance. There are eight countries that record higher levels of surplus in their agricultural trade
balance and contribute to their respective total goods trade balance deficit. Six of them record the
highest increase in agricultural labor productivity, and at the same time a fall in the group of
countries that export more per agricultural laborer.

There are seven more countries within this association, but in an inverted sense, i.e., lowered export
capacity, lower productivity increase, lower agricultural trade surplus, or even deficit, and therefore,
lower contribution to the overall trade balance. Among these countries, the contribution to the
overall trade deficit is lower, varying in a declining range from a 50 percent contribution to less that
200 percent of non-contribution. Five of them show minimal increases or reductions in agricultural
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labor productivity and offer the lowest agricultural export capacity per laborer.

The tenth observation refers to the association existing between economic growth and poverty (Figure 75).
This association indicates that: greater economic growth corresponds to a greater reduction in overall
poverty levels, and vice-versa, lower growth rates, especially when they are equal to or less than the
population growth rates, correspond to lessened poverty reduction or even to an increase thereof. In a
selection of 14 countries with information available, ten countries grew with greater dynamism and reduced
poverty levels (4 from the South, 3 Central American, and 3 Andean). One atypical case among these
countries is El Salvador, which showed significant economic dynamism, but maintained the same level of

poverty.

Three countries fall in the other extreme of this association, i.e., the countries with slow growth and poverty
increases (one from the South, one Andean, one from the North). Furthermore, the variations in poverty and
rural indigence indicate that seven of the 14 countries for which information was available recorded
significant reductions in both rural poverty and rural indigence. Additionally, six of these seven countries
saw a greater reduction in rural indigence than rural poverty. In only two countries did rural poverty and
rural indigence increase. These two countries are among the three where total poverty increased.

Two annotations are needed: first, the information in three of the 14 countries refers to urban poverty,

although the rest refer to total poverty, and the periods are not exactly the same in all cases, although the
majority refer to the lapse between 1990 and 1997. However, the foregoing preliminary conclusion leads to
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a general idea about these trends. Second, this empirical observation does not necessarily obey a
simple relationship between economic growth and poverty reduction, such as the “Kuznets Curve”
(Kuznets, 1955), and even less the “trickle-down effect” theory, which would correct the income
inequalities once accelerated economic growth had occurred (Arroyo, Escudero, 1996). In the first
case, behind these reductions in poverty levels, in a majority of countries economic growth was
combined with programs expressly designed to attack poverty. In this perspective, economic growth
is a necessary but not a sufficient condition. In the second case, evidence shows, as we have already
mentioned, that the unequal income distribution of the 90’s, precisely in the context of greater growth,
has returned to the prior levels of the 70’s (BID, 1997).

Table 28. Rural population dynamics, productivity and agricultural growth

Source: Prepared with data from ECLAC. 1998.
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The eleventh observation refers to the relationships among agricultural employment generation,
agricultural growth, and agricultural labor productivity (Tables 28 & 29). Of the 18 countries
with information, between 1980 and 1997, in nine of them the number of agricultural laborers
grew more dynamically that the number of rural dwellers (3 from the South, 2 Andean, one
Caribbean, and 3 Central American). Of these nine, five combined agricultural employment
generation with high rates of growth in the agricultural sector and high rates of growth in
agricultural labor productivity (the 3 from the South and the 2 Andean). In the other four
countries, employment grew significantly, but in three of them with low rates of agricultural
growth and reductions in labor productivity (one Caribbean and the 3 Central American). In the
first group, the situation suggests employment generation on the basis of greater income, and in
the second group, it suggests rather a “masquerade” of employment generation, under-
employment or low-paying employment.

The other group of six countries (one Andean, 3 Central American, and 2 Caribbean) significantly
increase the number of rural dwellers, but with little increase in agricultural employment,
although four of them record a dynamic growth in agriculture and five of the six show significant
increases in labor productivity. Another two countries maintain the same number of rural
inhabitants and rural laborers, showing slight increases in productivity and low growth rates for
agriculture (one Andean and one from the North). Finally, one country from the South shows a
reduction in rural population and also, but to a lesser degree, in agricultural laborers, nevertheless,
it registers significant increases in agricultural labor productivity.

FigurE 76.
Real exchange rate and Agricultural labor productivity
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The twelfth observation refers to the relationship that exists between exchange rates and labor
productivity in agriculture (Figure 76). The exchange rate is one of the variables that has great
bearing on competitiveness and profitability, especially over the short term. In a selection of 17
countries, we found, in general terms that a majority of them (12 countries) have an overvalued
exchange rate for the 1990-1997 period, (4 from the South, 4 Andean, 2 Central American, and 2
Caribbean). Furthermore, it can be seen that there is a trend in one half of them to compensate their
currency overvaluation, which degrades competitiveness by making exports more expensive and
cheapening imports, by increases in agricultural labor productivity. In addition, there are four
countries that present an overvalued exchange rate, where three of them have slight increases in
productivity, which might suggest that it is the exchange rate that is subsidizing the lack of dynamic
growth of the former. A single country maintains an exchange rate in equilibrium, as well as
showing important productivity increases. In a contrasting and worrisome situation, which
indubitably must keep agricultural profit levels under pressure, there are another six countries (2
Central American, 2 Andean, one Caribbean, and one from the South). In these countries the
overvalued exchange rate is combined with weak increases in agricultural productivity, or even with
declining productivity.

We proceed to incorporate the interest rate variable to the two preceding variables, exchange rate
and productivity, which have an important bearing on investment and capital increases, and
therefore, on productivity. We can see that among the 13 countries with information, seven
underwent a severe interest rate hike, in good measure to attract foreign capital and also to hold
down internal inflation. On the other hand, in another six countries, these rates dropped during the
period under consideration. Three of the six countries that are in the overvalued zone and in the
critical productivity zone also present an upward trend in their interest rates. Definitely, in these
countries agricultural profitability must be undergoing downward pressures. This situation is
similar to that occurring in another three countries that are in the overvalued currency zone, and
which, even with significant increases in productivity, have high interest rates. A final observation,
is that within the group of eight countries in the high productivity zone, seven of them are important
generators and savers of foreign exchange earnings and important contributors or compensators of
the foreign trade deficit for goods and services in their countries.

2.2.4.2 Towards a grouping of the countries according to the position of their agricultural
sector

There are characteristics and orientations that can be generalized among counties at the aggregate
level. These include the macroeconomic environment and policies, as well as their general
orientation to open markets and integration, and ultimately, their insertion in the globalized
economy. However, as was mentioned previously, these are neither unique nor linear, nor do they
have the same dynamism or incidence.

The Americas do not have a sole agriculture or rural milieu; rather, there are several agricultures and
rural milieus requiring different treatments. Each region and each country is different from the
others. In fact, within each country there are different types of agriculture. This is one of the basic
conclusions confirmed in this monograph. There are different natural, productive and human
resources. Their economies, agriculture and rural milieus have different structures. The history of
the relationships with the rest of the economy is also different, as well as the macroeconomic
contexts, which influence agriculture and the rural milieu in such a determined manner, which vary
in their specific characteristics from one country to another. Therefore we should not wonder at the
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fact that the forces of globalization and implementation of economic reforms have different degrees
of development and different terms of application among the countries and influence agriculture and
the rural milieu in each country and region differentially.

Taking into account the more general and common characteristics, but also the specifics and
differences between countries, we reached an agglomeration of two sets of countries in LAC
according to their agricultural and rural milieu characteristics. The decision was made to group them
on the basis of their agricultural dynamism (greater than or less than 2% annual growth), and where
the per capita foodstuff production is negative during the 90’s. With these two criteria, 15 of the 31
countries with information fall in “Group A” (GA). This group includes: Argentina, Belize, Brazil,
Bolivia, Costa Rica, Chile, Dominican Republic, Ecuador, Guatemala, Guyana, Honduras, Jamaica,
Nicaragua, Peru, and Uruguay. The other group of 16 countries, known as “Group B” (GB),
includes: Antigua and Barbuda, Barbados, Colombia, Dominica, El Salvador, Granada, Haiti,
Mexico, Panama, Paraguay, St. Kitts and Nevis, St. Lucia, St. Vincent, Surinam, Trinidad and
Tobago, and Venezuela.

In general terms, GA is characterized by including most of the countries that present dynamic growth
in agriculture accompanied by dynamic economic growth. A majority of countries that have
increased their per capita food production, agricultural productivity and yields also falls in this group.
Finally, it includes a majority of those that have more advanced reforms, those that have reduced
poverty, a majority of the foreign exchange contributors, and those that have greater exports per
worker.

The other group of countries, GB, includes a majority of those that have lower growth rates in
agriculture and those that have recorded lower economic growth rates. It includes a majority of those
with reduced foodstuff production per capita, and a good part of those with minimal productivity and
yield increases. Those that have more recent reforms and less encompassing ones are also well
represented. This group includes part of those that have shown less poverty reduction or an increase
thereof. Finally, it also includes part of those that have contributed less significantly to the trade
deficit for total goods and those requiring exchange to defray their imports. Most of the countries
that are net food importers fall in this group (Arias and Bogantes, 1999).

Not all of the characteristics present in one or the other group ass a whole are present in each of the
constituent countries. There are countries with all of the group’s characteristics and others that
combine characteristics from both groups. The foregoing suggests that these are complex
phenomena in evolution. Only a case by case analysis will provide a greater level of precision and
exactitude.

2.2.5 Support services for agriculture and institutionality

Agricultural support services, which to a great extent depended on public expenditure, have been
transformed over the last 17 years. In many cases, they have deteriorated, in others they are
beginning to develop, but it is possible to conclude that their current performance in many countries
is insufficient and will require a tremendous effort to be able to consolidate them to accompany
agricultural development with a greater impact. At the general aggregate regional level there has
been a dynamic drop and insufficient development and consolidation of public and private organisms
in strategic areas. At the same time we detect interesting public and public/private experiences in
several of the countries, with greater or lesser development and also more or less success, or failure,
which may provide important lessons through knowledge and information exchange in this regard.
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Outstanding strategic support services for agriculture include technological innovation, extension,
agricultural health, food safety, information in general, and price and market information in
particular, marketing, education and training, collaborative action, and negotiations in general.

2.2.5.1 Research and technology transfer activities supporting agriculture are in transformation,
but they show a worrisome lag with regard to the dynamism of internal changes, especially
those related to the world agri-foodstuff economy.

Table 30. Selected Countries: Technological Characteristics of Research and Development

Source  Preprared with data from WB, 1998-99

In terms of research and technology transfer in general (Table 30), and for agriculture in particular,
concern centers on the insufficient standards for investment and human capacities that the countries
in the region show with regard to the rest of the world and our leading and competing countries.
The reduction in expenses in agricultural research, of at least 1.1 percent per year recorded in LAC
since the beginning of the 80’s, occurred at a time when the rest of the world’s countries were
increasing their R & D expenditures, which served only to broaden the gap in technological
capacities.

According to current income and economic development levels, the region should invest in
agricultural research and technological development around 1 percent per year as a proportion of the
agricultural GDP. However, according to IICA estimates for 1999 (Ardila, 1997), this figure will be
close to 0.4 percent, below the 0.49 percent of 1981 and the 0.45 percent during the 1992/1993
period, showing a clear downward trend for the 90’s.

This situation contrasts with the recent trend identified in other countries, especially among the
developed countries and the region’s competitors. These countries, faced by a reduced relative share
of agriculture in total GDP and at higher per capita income levels, provide greater relative
investments in agricultural research, reaching an average equivalent to 2.5 to 3 percent per year of
the agricultural GDP.
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The loss in levels of investment and the need to redirect activities in a changed agricultural situation,
in particular due to the obsolescence of a great deal of the technology for basic foodstuff production,
generates additional needs and pressures for substantial changes in management forms and research
and extension organizations to satisfy new and growing technology demands.

In consequence, a new technological paradigm is being adopted, which closes one cycle of
institutional life, that had allowed the birth and consolidation of a broad institutional infrastructure.
It must now accelerate institutional transformation, under a new systems model of scientific and
technological innovation, in the face of growing demands and with a vision of linkages and
participation of all public and private actors (Alarcén, 1996, Morales, 1998).

This leads to a re-conversion of lines of work, reconstruction of capacities and development of new
organizational and managerial models. Agricultural extension and rural extension in LAC is not
exempt from review, re-invention and changes in institutionality. This was seen from the experience
of several countries, as collected by IICA in a recent workshop (IICA, 1998) ,where the Latin
American Agricultural Extension Association (ALEA, in Spanish) and a number of countries
(Colombia, Chile, Argentina, Costa Rica, Mexico, and the Dominican Republic) shared their
experiences.

From mechanical, chemical, and energy intensive processes to biotechnological and information
processes. This is, in essence, the great technological change in the world’s agriculture at the end of
the 20t Century. From the technological standpoint, biotechnology is and will continue to be the
pivot of the new technologies for agriculture. Although world markets for biotechnological products
continue to be less than expected and less than investments since the 70’s, for the next five to ten
years an exponential growth in investment and return can be expected (Salles-Filo, 1998).

The impact of transgenic plants in agricultural development. Development trends in agriculture are
being influenced by the rise of new biotechnologies, and these will continue to impact with ever-
greater force. The marketing of products modified genetically with biotechnological techniques is
not only facilitating production increases and productivity, but also modifying the characteristics of
agricultural supply itself (Alarcén and others, 1999).

The significant impact in production and productivity of already developed commercial crops is
Ieading to obvious benefits, although there are serious controversies on the presumed adverse effects
from the direction taken by technological change on natural resources, the environment, trade,
animal, plant, and human health.

The impact of some of these can be managed or minimized if international commitments are
instrumented and made compatible and legally binding, such as those derived from the Convention
on Biological Diversity and the World Trade Organization. Other impacts will be more difficult to
control, such as that which may occur with the substitution of exportable tropical crops by substitutes
produced in other climate zones, or due to the reduction in labor demand from the use of cultivars
less demanding of pesticides or fertilizers.

The world and regional environment for new biotechnologies and their impact on agriculture. In
several developed countries and some of the developing countries, agricultural production systems
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Source: Adapted of ISAAA 1998.

with transgenic plants have begun to assume considerable importance (Table 31). In 1996, there
were 2.8 million hectares planted commercially with transgenic plants; for 1997, this figure
increased 4.5-fold to a total of 12.7 million hectares planted with transgenic stock. In 1998, 27.8
million hectares were planted with transgenic plants; the United States participated with 74
percent of this total. For this year, 1999, expectations are that there will be 60 million hectares
planted in the commercial environment.

Table 31. Total world area cultivated with transgenic plants Among the eight major

(Millions of hectares and percentage share by crop)
: crops or crop groups,

canola, corn, cotton,
potatoes, rice, soybeans,
tomatoes, horticultural
produce, and fruits, a total
of 17 varieties have already
been marketed. Another 35
varieties are in field tests
and in the development
phase. These data confirm
that the fields have been
planted commercially or are under research and development of new transgenic products, which
have already been released or are close to being marketed over the short term.

Current research continues to increase the efficiency and reduce costs for the development of
transgenic plants. The use of genetic markers for genetic improvement has increased its precision
and reduced the time necessary for the development of new cultivars. A majority of this research
is being carried out in the developed countries, naturally in those crops that are of economic
interest to them. During the last two years, growth in the use of transgenic products in the
industrialized countries was almost five times greater than that of the developing countries (13.9
versus 2.9 million hectares) (Table 32). This worldwide increase in the production and use of

Table 32. Distribution by countries of the area cultivated with transgenic plants, allows us to estimate

transgenic plants in 1997 and 1998, that in the coming 10 years, around 80

percent of the area planted
commercially will be planted with
transgenic Crops.

The countries in the region need to

develop a capacity to safely utilize

these products, if they are to avoid

being left behind in technology and

continuing to lose competitiveness in
- the face of others around the world.
Source: Adapted of ISAAA 1998. Logically, they must make a technical

and objective evaluation of the possible
risks to human health, the environment, and agricultural production, due to the introduction of
these products derived from the new biotechnologies, especially in tropical ecosystems.
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Research must be carried out to allow knowledge of the expression and stability of the incorporated
genes at the ecosystem and micro-region levels, in botany and the geographic distribution of the
species that are the centers of origin of the species cultivated. Technical bases must be established
to allow studies of evaluation and handling of the risk, both for human health, the environment and
agricultural production, when the introduction, production and marketing of transgenic plants are
requested.

These strategies require infrastructure, trained personnel and field monitoring, to identify potential
problems early on. The introduction of any new organism into a given ecosystem represents a
potential risk, so that the release of genetically modified organisms (GMO?’s) into the environment
requires careful supervision and follow-up. This is especially true if the introduction is to occur in
the country that is the center of origin and diversity of many of the species cultivated, such as is the
case in LAC.

The adoption and expansion of biotechnologies in LAC has been picking up in recent years. One of
the points of reference used to measure the progress of biotechnological agriculture is the number of
field tests in transgenic crops. This is estimated at around 870 for the last three years. However,
with few exceptions, the transgenic crops destined to the agri-ecosystems in LAC have been
developed in industrialized countries.

This is of concern but manageable, if at the same time the public sector is strengthened to promote
technological change in those aspects of lesser interest to the private sector, and others that are
strategic for the Region. This last aspect becomes more critical with the ongoing weakening of
public institutions dedicated to scientific and technological development of agriculture, which as is
natural, makes more vulnerable the capacity of the countries to generate added value from their
autochthonous crops.

Even though several of the countries in the Region currently enjoy regulatory mechanisms in
biosafety, the majority does not. What is more critical, they do not have a multi-interdisciplinary
mass capable of analysis and risk management within a modern and effective methodological and
regulatory framework for these new biotechnologies. Thus, they are unable to take advantage of the
potential benefits while ensuring compliance with the necessary safety conditions to protect the
environment, human health, agricultural production and an equitable distribution of their income for
the welfare of their inhabitants.

Intellectual property rights and technological innovation. Intellectual Property Rights (IPR) have an
impact on the direction of technical change in agriculture, the environment, natural resources, and
biodiversity, access to genetic resources and agricultural commerce. These impacts have interactions
among themselves; therefore policy design and action instruments for IPR in the area of
technological innovation or agricultural commerce cannot be removed from the aforementioned

aspects.

In the case of agriculture, where in the past, in spite of the efforts of the green revolution, the
technology incorporated was not recognized, this is changing rapidly in recent years. Today it is
generally recognized that applied knowledge and new ideas make up an important part of trade. This
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new perception of agriculture, such as the contribution to economic growth through the export of
diversified products, with high added value that protect the environment, among other things, leads
to agricultural product trade incorporating greater proportions of innovations that make up a part of
their value. For example, this is the case with flowers that last longer after being cut, cotton, com,
and wheat seeds resistant to insects and soybeans resistant to herbicides.

Agricultural marketing is catering ever more to a technology market. This is the case of trade in
products that contain genetically modified organisms (GMO) through new biotechnologies.

During the second half of the 80’s, several industrialized countries proposed solid arguments that
showed that their exports to developing countries had declined, due to a lack of IPR protection. In
the Uruguay Round of negotiations (General Agreement on Tariffs and Trade, GATT), for example,
this was confirmed with statistical indicators that the “pirating” of works under copyright had
increased. In effect, the degree of protection and compliance of IPR varied significantly from one
country to another, in spite of the fact that different international agreements and norms already
existed. This made it necessary to set new rules of the game on the international stage for the
protection of intellectual properties.

Thus, in the Uruguay Round, the countries adopted the Agreement on Aspects of Intellectual
Property Rights Related to Trade (AIPRT), in order for the member states of the World Trade
Organization (WTO) to adapt their legislations to minimum protection standards. The developing
countries, members of the WTO, must adopt it, adapt their legislations, and take the necessary steps
to meet the minimum standards of protection set in the Agreement, and they have until the year 2000
to do so. The least developed countries have until 2005.

AIPRT sets minimum protection standards that must be met by all member countries in several
different articles. One of them, highly significant for agriculture and to produce products based on
conventional technologies and the newer biotechnologies, is the one referring to patentable material
set in Article 27. Section 27.3 sets provisions that oblige WTO members to patent technological
procedures and products; however, plants and animals are excluded, but not microorganisms, non-
biological or microbiological procedures.

In the case of plants, there is a possibility of protecting vegetable varieties through sui generis
systems such as the case of the DOV, or by means of patents or a combination of both. By not
mentioning genes and vegetable cells or their derived products, these could be the object of patents,
if they meet the conditions established in the laws, which are basically: universal novelty, inventive
scope, and industrial application.

AIPRT instrumentation in the countries of Latin America and the Caribbean is not uniform. For
example, with regard to Article 27 section 3.b, the countries of South America and Mexico enjoy
legal frameworks that progress from explicit laws to provisions in the area of seed laws, which
include the protection of cultivars. The countries of the Andean Region share a common regime of
protection for vegetable derivatives.

Contrasting this situation, the countries of Central America have only proposed laws, with the
exception of Panama which has promulgated a law and drafted a decree. In the Caribbean Region,
there is also a vacuum of AIPRT instrumentation, with the exception of the Cuban case which has

82




certificates of invention and who are developing a DOV system, and Trinidad and Tobago, which is
a member of the UPOV since 1998.

Another important aspect is the protection of products from the new agri-biotechnologies. Once they
have been generated and proven, they are marketed internally and externally, and thus prove their
worth for their creators. Due to the expectations for positioning in the markets and due to the large
investments for their achievement, the creators of these innovations, especially in the developed
countries, are interested in the patent system.

2.2.5.2 Animal and plant health activities and food safety require a greater and speedier
development due to their importance in health in general and in the positioning of the
products in international markets in particular.

The importance of agricultural and livestock health and the food safety is increasing as a result of
country integration, increases in merchandise and human flows, due to urban development, and
because of increasing quality of life (WB, 1999, IICA, 1998). This is a matter of public health and
strategic international insertion of agriculture in the Americas that requires a “farm to table”
approach, of combined action by the public and private sector and a preventive focus throughout the
chain (Mackenzie, 1999).

In a majority of countries in the Americas, budgetary adjustments have been carried out and the staff
has been downsized in public sector institutions, which to a greater or lesser extent have affected the
official animal and plant health and food safety services. This situation has led to a greater
involvement of farmers and agri-entrepreneurs, as well as professionals and institutions in the private
sector, in the implementation of priority agricultural sanitation programs and actions in each country.
Mechanisms have also been developed to finance the operation of official services through user
charges for the provision of these services.

There are examples of successful cases in recent years, in countries where a more dynamic
involvement by farmers and agri-entrepreneurs has been undertaken. These eradicated diseases and
pests, and improved the inspection and export certification systems for agricultural and livestock
products. Some examples of this are the eradication of hoof and mouth disease in Uruguay,
Argentina, Paraguay, and southern Brazil, classical hog fever in northern Mexico, and fruit flies in
Chile and Peru.

National agricultural health systems must fulfill the requirements for animal and plant health so that
they are exempt from pathogenic agents or plagues. These systems must also be prepared to comply
with ever stricter rules of sanitation and hygiene for agricultural and livestock products and
foodstuffs for human consumption, for both domestic use and export (Walker and Campeos, 1998).

The foodstuff export markets are even more demanding than domestic market regulations. Fresh
foodstuff exports (such as fruits, vegetables, meat, and fish) represent an essential foundation for the
Region’s insertion strategies, given that these products have a greater demand elasticity for
purchasers with higher incomes, and also because they have lower tariff barriers than traditional
agricultural export products. However, fresh products are more likely to confront sanitary and
phytosanitary barriers.
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The Sanitary and Phytosanitary Measures Agreement (SPMA) of the World Trade Organization,
which dates from 1994, establishes the foundations and guidelines to regulate this aspect of trade, as
well as resolving conflicts on these regulations. There is evidence that this agreement facilitates
trade, however, at the international level, important disagreements persist on the role that scientific
criteria and consumer preferences must play in the regulation of risk. The controversies create
uncertainty about the acceptability of the products and production methods in different potential
markets (WB, 1999).

These disagreements could lead to a review of the SPMA. Even though the discussions with regard
to the next round of negotiations in the WTO would involve aspects related to intellectual property,
Genetically Modified Organisms and biotechnology (Kaferstain, 1999), the international
controversies regarding sanitation, could lead to the incorporation of the SPMA in the discussions.

If the SPMA remains unaltered, there are three relevant aspects that the countries of the Region
should take into consideration: i) the first is how to develop institutional capacities in the countries
to participate effectively in the “three sisters” (Codex Alimentarius, International Office for
Epizootiology, and the International Convention on Phytosanitary Protection), given that many
nations do not have that capacity; ii) the second issue is the increasing use of standards for the food
safety in the production process, and the difficulties of defining equivalencies among nations in this
field; and iii) the third issue is to consider whether a national system that regulates the food safety is
becoming a requirement to participate in international trade. The question is whether the countries
of the Region should adopt the criterion of equivalent systems in general, or adopt equivalent results
for specific products, given the high cost of the first option.

Advances should be made regarding coordinated action between international and regional
institutions and mechanisms operating in the region, such as NAPPO, OIRSA, CPPC, the General
Secretariat of the Andean Community and COSAVE, FAO, PAHO, OIE, PANVET and IICA.
Parallel to these, advances should also be made in the establishment of a mechanism for the
interchange of experience and information between the countries to learn about the interesting
actions that are taking place (IICA, 1999).

2.2.5.3 The agricultural education and training institutes should raise their standards,
applicability and curricula and accelerate their transformation in the face of the new
requirements.

Several analyses have shown that education is one of the most important variables determining
income levels, productivity, and quality of life. Reality itself has taken care to confirm this. Both
aggregate and micro level studies insist that this is the key variable for reaching a globalized world.
In fact, education represents the foundation of knowledge, and the society of the future will build on
it. Today’s economy is actually founded on it.

Increasing the level of economic growth in LAC from 3.5 percent per year, attained in the 90’s, to
reach 5.5 percent, can be achieved with greater quality and depth of economic reforms. However,
achieving levels of 7 per cent, as recorded by the Asian countries, or the historical levels above 6 per
cent achieved by the region in the 70’s, will require a full application of the key variable. The
educational level of the labor force is the key variable to achieve higher sustained growth at levels
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of 7 or more percent. Educational

Figure 77. Growth scenarios for Latin America levels are a significant determinant of
(percentages) growth and productivity (IDB, 1997).

65 T T T T T T T T =T |, the 90’s, the growth rate of the
60 L L N - cont LN educational level of LAC’s labor force
oo /': oo has been 0.9 percent per year and
55 —r—t—r—r currently is 5.3 years. This growth rate
A / is quite inferior to the one that existed
50 — —_— in the 60’s (1.6 per cent) and to the one
45 o / oy e registered permanently by rapid
' e growth economies. For example,
40 — ol Korea, Taiwan, Singapore, and Hong
y e s e — — Kong have educational growth rates of
B e e e w3 Per cent over three decades. The
. outcome is that LAC’s labor force is

@mmm= Current Policies — Wi!h more re{orm swessm With more educat

currently two years behind in
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standards, given the development levels in the Region (Londoiio, 1996, quoted by IDB, 1997).

Raising the average schooling of the labor force by one year (above their current trends) during the
next ten years, would correspond to approximately half of the permanent effect of all the structural
reforms that have taken place until now in the economic field, or the un-exploited potential of these
same reforms (IDB, 1997) (Figure 77). The effort is great, taking into consideration that LAC is
carrying problems from the 19% Century into the 21% Century. This is the case of the relationship
between income and educational level, in which broad sections are increasingly farther apart from the
scale of higher incomes and higher levels of quality education (Gémez, 1998).

The efforts to raise the educational level are part of the solution to increase the levels of economic
growth and productivity. However, the quality, curricula, and applicability must be improved at all
levels of schooling and training, formal and informal. A profound review and definitive institutional
changes are required. In the field of agricultural education and training, the demands for quality and
applicability outlined at the middle and highest levels of the agricultural education system are
different from those that existed 17 years ago.

The fact that educational needs evolve at a faster rate than the traditional capacity for adaptation of
the educational and training centers, explains why agricultural education and training are constantly
under review at all levels and practically in every country of the region. Around 500 university level
educational centers for agricultural sciences function in LAC; the number of middle level schools and
training centers is much greater. We can infer that the investment in this aspect is tremendous
(Sariego, 1998).

‘With an analysis the current educational reality, we can conclude that it is undergoing a crisis related
to multiple aspects. These include: their products; curricula; teaching systems; resources; the
condition and capacity of their teaching staff, researchers and students; extension activities and
research outcomes; to the market they serve or should serve; and to their financing and administrative
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measures. In other words, middle level and higher level agricultural education has social
applicability and quality problems which have a growing negative and strategic impact as the
globalization processes advance (Viias, 1996).

On the other hand, the lack of strategies and national policies is frequently evident in agricultural
training in general. In practice, training is organized in such a way as to take greater account of the
capacities and interests of the supplier than the needs of the actors within the agri-productive and
commercial chain. The fact that the training measures are frequently deficient and show weaknesses
regarding planning, performance and evaluation, can be added to the foregoing.

We can also see that training is generally set within the traditional concepts of the agricultural sector,
which do not take into consideration critical areas such as agri-entrepreneurial and environmental
management; direction and technological innovation; product diversification; international trade;
price and market information management; agricultura health; food safety and quality; environmental
management and conservation; gender and equity, among others. On the other hand, studies carried
out in several countries of Central and South America have shown a disperse and unfocused offer that
does not comply with demand, non-utilization of new technological resources available, redundancy

and duplication of activities, partial obsolescence, and lack of applicability of the training contents
offered.

To summarize, the products and services offered by middle and upper level educational centers and
by training centers should respond more efficiently and opportunely to the dynamics of the new
topical and competitive requirements. These new requirements arise from technological progress,
from free markets, from the increasingly protagonist role of the private sector and the new role of the
State, civil society, and integration.

2.2.5.4 Communications and information in general, and price and market information in
particular, require articulation and development, especially for access to them

There are estimates that over the last 30 years, developed countries have produced more knowledge
than in the preceding millennia. It is also theorized that the information available doubles every five
years and that this lapse tends to shorten (Solera, 1999). Globalization has made us depend more on
the world of information and has linked us more to it. In the same way, companies, industries, and
service offices have had to connect to wide networks, so they can communicate among themselves
and with those to whom they provide services. Thus, Information Technology (IT) has acquired a
relevant role in public institutions, private organizations, and civil society.

IT includes all the tools destined for data processing and information management, from software and
hardware to the human resources related to them. Knowledge about IT and the know-how to use it
and profit from it is transcendental for economic and world development. IT supports the search for
solutions for numerous and varied problems, and facilitates the decision-making processes in the
public, private, and academic sectors, within a framework of more ample communication.

For corporations, the application of IT represents one of the means with the greatest potential to
develop business strategies. For smaller enterprises, it constitutes the opportunity of projecting
themselves beyond the frontiers with greater possibilities for growth. For the public sector, it means
having more influence on the general guidance of its strategic activities.
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Information and communications are ever more necessary inputs for strategic business activities, for
competitiveness, for achieving market position, for taking advantage of opportunities, and in the
general development of extended agriculture and the rural milieu. As information becomes
universally more available each day, it must be screened and systematized, and it must also be made
available for the farmers, especially those furthest from its sources.

Most of the small businesses linked to agriculture and the rural milieu have to overcome the primary
obstacles, that is, those that hinder wider access and use of IT. Among these obstacles we find a lack
of knowledge of the available options regarding information and communications, the equipment
and the training needed to use it, and a perception of the benefits derived from those instruments
(IDB, 1997).

Current availability of information and communications technology (ICT) is deficient in LAC.
There is limited access to even basic telephone services, with an average of nine telephone lines for
each 100 inhabitants, while in industrialized countries, there are 55 or 60 telephone lines for each
100 inhabitants. Only 7 percent of the populace has access to newspapers, less than 0.1 percent has
access to Internet, 3 percent has access to cable television, and 0.1 percent has access to a facsimile.
Only 2.6 percent has access to cellular telephones, and 3 percent has access to computers. Radio and
television are the most widespread communications media, 40 percent and 26 per cent of the
populace, respectively, have access to them.

In 1997, the president of the Federal Reserve Board of the United States stated that the increased
growth in that country could be attributed to an augmented productivity enabled by a better use of
information technology. This can be observed in all industrialized countries. LAC cannot miss the
opportunities granted by ICT to increase its potential for economic growth, and, at the same time,
improve the quality of life for all of its inhabitants (Initiative 2000, IDB, 1997).

For information to be truly useful, it must be generated, systematized, and accessed. These three
basic aspects will provide a majority of countries with much hard work. Over the last 17 years, the
generation of statistical and documentary information has undergone reductions in many countries.
Furthermore, that which exists is also scattered, and, from the point of view of the region in general,
there is a visible lack of coordination among the institutions that generate, protect, systematize, and
disseminate information. Information, especially documentary information, is extensive and
substantive, but it requires a treatment of articulation and modernization on the part of the specialized
centers (IICA, 1999).

The efforts being carried out at the national sectorial level to generate, systematize, and disseminate
information should be reinforced, in particular to support the farmers in decision-making, in the
search for opportunities, and in the analysis of current and prospective prices and markets. The
information management effort is so vast, that a coordinated effort going beyond the national scope
should be considered. An information exchange among countries would cooperate significantly with
this effort. Likewise, a coordinated effort among international organisms, whether they belong to the
sector or not, could contribute to the solution of this important aspect of the present era. The
establishment of rural information centers, investment in equipment, and a full use of Internet and
other information networks are urgent in most countries of the region.
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A specific strategy, which would lead to an increase in growth, productivity, and significant amounts
of income, is a strong push for the involvement of ICT within the educational and training field.

2.2.5.5 Coordination and collaboration advance rapidly, but require increased public and private
capacities that are generalized throughout the agri-foodstuff chains

With the advance of trade in general, market dynamism and demand itself as a driving factor for
production, there has been a development of the capacities for negotiation and coordination and
collaboration. These increased capacities are the core of the process for reaching integration
agreements, open markets and market regulation, which range from the scope of the agri-industrial
chains to bilateral and multilateral international agreements. The dynamism of international trade in
agricultural products and services and those from the rural milieu has been accompanied by very
significant processes of open markets and negotiation/implementation of agreements among
countries and by important internal economic reforms in those countries (Caro, 1998).

The signing ceremony that gave closure to the negotiations of the Uruguay Round in 1994, and the
creation of the World Trade Organization in 1995, were landmarks in the history of world trade
(WTO, 1998). Among other things, because they constituted the largest trade negotiation that had
ever existed, due to the breadth of topics and the number of countries participating (a total of 125).
Furthermore, it introduced important general and specific regulations for an ever-freer trade, by
having integrated agriculture into its reforms and regulations and by having adopted reforms for
commercial policies in effect on the world stage. For the first time in many decades, the internal,
multilateral and regional aspects of agricultural policy have been mobilized in the same direction
(Josling, 1998).

The flourish of bilateral and multilateral agreements of a regional nature (particularly preferential
agreements, free trade zones, customs unions, common markets, and economic unions) in recent
years is one of the events that signals the advance of trade negotiations. Between 1995 and 1997, 16
new regional trade agreements have been formalized with the WTO, which means we have moved
from an average of two trade agreements per year during the last 50 years, to eight agreements per
year recently (Sharon, 1998). America and its constituent countries are fully immersed in this
movement, which started with the decision to establish the Free Trade Area of the Americas (FTAA),
and continued with the creation of many bilateral and sub-regional agreements between countries.

The WTO incorporated the GATT agreements, but it is more than this, since it covers merchandise
trade, and also services and intellectual property. Currently, the WTO member countries, and
practically all of the countries in the Americas take part. A new round of negotiations is being
prepared, and it will commence in coming weeks. The preparatory processes will be completed in a
meeting in Seattle, in the United States. In this meeting the countries will define their objectives, the
topics for the agenda, the goals to be achieved, the methodology to be followed, and the calendar for
negotiations. Beyond the mandatory topics, the “incorporated program”, the Agricultural
Agreement, and Intellectual Property especially stand out, as they are already complex in and of
themselves. Furthermore, a possibility exists to incorporate other matters that have been under
discussion in recent years, such as the so-called non-trade concemns, agricultural multi-functionality,
trade and the environment, and transgenic plants, among others (Osorio, 1998).
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All of the foregoing represents a great challenge and substantive commitments for the countries and
for the public and private actors in agriculture and the rural milieu. This must be accompanied by
the best abilities possible for both negotiation and implementation of agreements. Among other
things, the systemic character of the negotiations and of the agreements requires strategy definition
for greater or lesser participation and also requires broad and flexible positions to achieve the best
results over the coming years.

The LAC countries specifically, and in contrast with the Uruguay Round negotiations, are better
prepared for the coming negotiations. In particular, the Ministries of Agriculture of several countries
have gotten more involved, which opens up the possibilities of facing these processes in a better
fashion and with the expected outcomes providing more benefits for the countries (Quirés, 1999).
Nevertheless, it is important to concentrate on training efforts in general and negotiating skills in
particular, the links among countries to broaden dialogs, specialized studies, and information.

The preliminary results of a recent Inter-American Consultation on institutional participation in
agricultural negotiations, carried out by IICA (Quirés and Trejos, 1999), which gamered
information from 21 countries in the Americas, indicated the following:

With regard to participation:

i) The Ministries of Trade are responsible for the agricultural negotiations in the WTO and FTAA
in 57 percent and 48 percent of the cases, respectively. In 24 percent of the countries, the
Ministries of Foreign Affairs were in charge of negotiations in the case of the WTO. In some
countries, the Trade portfolio shares responsibilities with the Ministry of Agriculture and Animal
Husbandry (MAG) and with Foreign Affairs.

ii) In contrast to what occurred in the Uruguay Round of the GATT, currently the MAGs are
participating in the FTAA negotiations, and their participation is foreseen in the next Round of
the WTO. In this latter forum, MAGs have a direct participation in 86 percent of the countries
consulted, and are in charge of the negotiations in 14 percent of the cases. They take on a
consultant role for the negotiating team in 71 percent of the countries. Participation is even
greater in FTAA, where the MAGs play a role in 95 percent of the countries, 29 percent directly
in charge of the negotiations and in 67 percent of the cases, in an advisory role.

iii) The greater relevance of Agriculture’s participation in the FTAA case can be seen in the fact that
they hold chief negotiator positions in six of the 21 delegations consulted, whereas they hold
only three for the WTO negotiations.

iv) In 90 percent of the countries consulted, the institutional organization is similar in the WTO and
FTAA cases, and therefore MAG participation is, in a majority of cases, equivalent. In 71
percent of the cases, the ministry responsible for negotiating in the country’s name is the same,
for both FTAA and WTO.

v) In the WTO, besides the Ministries of Trade, Foreign Affairs, and Agriculture, other ministries
such as Treasury, Health, Economic Development, and the Environment also play a supportive
role.

89



With regard to the conformation of the negotiating stances in agriculture and related matters:

vi) In less than one-half of the countries consulted, the role of the MAG was identified as “in charge
of defining the negotiating position and communicating it”. The principal forms of involvement
of the MAGs in establishing negotiating positions, for both FTAA and WTO, is through
“participation in specific commissions” where these are defined, providing support by means of
the “provision of key information for decision-making” and serving as a ‘“communications
channel for private sector positions”. In addition to these two important forms of involvement
they also “carry out studies of competitiveness” and “provide training”. "And last in order of
importance, the function of “issuing an opinion” when requested appears.

vii) The private sector participates in the establishment of negotiating positions through consultation
mechanisms that exist in all but one of the countries surveyed. These consultation mechanisms
are organized preferentially by “product groups” in 57 percent of the cases. In another 43
percent of the countries the organization occurs by “specific items” and by “special topics for
negotiation”. The organization of consultations by “commercial areas” is cited by 29 percent of
the countries.

viii) The largest quota for participation by private actors is held by “high level organizations” and the
“organizations according to product line”, which are consulted in 90 percent of the countries.
Consultations with organized actors by “agri-foodstuff chains” and by “important firms” appear
in 67 percent and 52 percent of the countries consulted.

ix) Notwithstanding the fact that the greatest majority of the countries in the Americas participate in
some trade integration regime, only 62 percent of the countries consulted indicate that there are
mechanisms for establishing sub-regional positions integrated groups.

With regard to the internal organization of the MAGs for their participation in agricultural
negotiations:

x) In 95 percent of the countries consulted, within the internal organization of the MAG there is a
unit responsible for participating in the negotiations. In 24 percent of the cases, the unit in
charge of these topics is the Trade Policy Unit or that for agricultural marketing. In second
place, the Vice-Minister of Agriculture is cited as the one in charge, together with the Units in
charge of Agricultural Policy and the Sectorial Planning Units, each with 19 percent of the
answers received.

xi) There are other units that participate in the negotiation process, but the most important is the
Plant and Animal Health Unit, cited in 17 of the 21 countries. In descending order of
importance, other units stand out, including Planning, Economic Studies, Livestock, and
Agricultural Markets, all of which have been mentioned by at least one fourth of the countries.

xii) The technical teams from the MAGs (with the exception of the United States and Canada, which
did not provide information on this particular aspect) that are involved in the negotiations vary
in composition and number of specialists. The upper range of 10 to 12 specialists stands out




(usually from the larger countries), to minimal offices, which are made up of three or less
officials. The average number in the teams assigned to participate in the negotiations is 6.5
technicians.

With regards to training and material resource requirements:

xiii) In 81 percent of the cases, a need for training was expressed. The main specific topics identified
in approximately 50 percent of the cases: knowledge of “negotiating skills” and “topics specific
to the agreements” (agriculture and related areas), such as subsidies and ant-dumping measures,
mechanisms for notification, safeguard measures, homologation of hygienic measures,
resolution of differences, internal support administration and calculations for damage
determination.

xiv) Other training topics indicated as less urgent are: market analysis and trade flows (33% of the
responses), trade policy and international theory and practice, studies of competitiveness,
quantitative methods and legal aspects of the agreements.

xv) The only resources available that were considered “adequate” at the inter-American level were
“information on internal productive aspects for the main product traded” and the “information
on the status of the negotiations”.

xvi) The rest of the material resources which were questioned and which received a result of “slight
deficiency” in descending order are: “connection to Internet and other networks”, “mechanisms
for the follow-up to notifications within the WTO framework”, “statistical information on
external agricultural trade flows”, “national certification systems on technical norms with
international recognition”, “computer equipment with the capacity to store and process
statistical information”, and “resources for travel to overseas meetings”.

xvii) In the general classification, only one resource was considered “seriously deficient” at the
inter-American level, and which is of fundamental importance to protect national interests in the
implementation stage of the agreements under negotiation: an “internal organization to support
the utilization of mechanisms for conflict resolution”.

2.2.5.6 Agriculture and rural milieu support services in the context of their decentralization show
scant development in many regions

One of the most visible characteristics of recent regional development in several countries has been
the differentiation of the regions within the national framework. There are regions that have linked
themselves to a greater or lesser extent to the dynamics of international integration, and there are
regions that have not done so, even in the countries showing the greatest changes in the last 17 years.
The regional imbalances among the countries constitute a characteristic that has been present for
several decades, but with recent transformations, these imbalances have sharpened. A large part of
the regional dynamics, especially those associated with the presence of activities in agriculture and
the regional milieu, have centered on the comparative advantages and investment opportunities.

91



The linkages of the countries to the international economy on the basis of natural resources is one of
the main causes that has generated accelerated development or the lack thereof in the different
regions. Even countries that have registered accelerated transformations, such as Chile or Brazil,
present regional imbalances with regard to the dynamics of their transformations.

We cannot draw general conclusions of the regional dynamics among the countries, because they
offer differing situations. There is a tremendous diversity of situations in the dynamics of the
countries seen overall, which is associated to agriculture and the rural milieu. These go from those
that have increased the proportion of agricultural laborers with respect to the rural population by
proportions that climb from one third to close to one-half or more, such as Chile, Brazil, El Salvador,
Peru, among others. (See the table that refers to rural population dynamics, page ____.) There are
situations at the other extreme as well, i.e., where the proportion of agricultural laborers has dropped
with respect to the rural populace, such as Costa Rica, Honduras, and Venezuela, among others.
Similarly, there are countries that have increased their rural population and rural labor force in
absolute terms, and others with population and labor force reductions. Furthermore, there are
combinations between increases and reductions in the rural population and increases and reductions
in agricultural laborers among the countries.

Just as there are differences among the countries, there are also differences among the regions of each
country. The combinations of the different variables in rural population and agricultural labor
dynamics occur with very varied characteristics in each. In addition, in many cases, we find very
different situations among the regions in terms of the different sources of income and their
combinations. There are regions where non-agricultural rural income plays a preponderant role for
the families, and vice-versa, there are those where agricultural income constitutes a majority of all
income.

What does seem to be constant is that rural non-agricultural income tends to become continuously
more important in total family income. This characteristic, in fact, constitutes apart of an income
generation strategy based on diverse activities inside and outside of agriculture and inside or outside
of the rural milieu. Similarly, in many regions there are combinations of rural income and even
agricultural income with urban income and vice-versa, i.e., urban income from people settled in the
cities that ever more “complements” total income from rural or even agricultural income.

These phenomena tend to become more complex with the dynamic of change, since these differences
are not only between countries and among regions, but also occur among different family social and
productive units in the same region. This heterogeneous character of the situations is not recent, but
is showing an accelerating trend, especially in the regions that are more influenced by changes and
integration.

Different research papers on the cases in different countries of LAC have been presented in recent
years (for example De Janvry, 1999, Valdez and Lépez, 1998), and which reach important
conclusions from different viewpoints with regard to the heterogeneity and differentiation that is
occurring in the regions of several countries. It is very clear that within the regions there is a broad
range of differential situations caused by multiple factors, such as access to natural and productive
resources (technology, technical assistance, credit and other services), regional economic structure
and the degree of linkages of the units to the markets, institutional lacunae, market failures, ethnicity
and culture, educational levels, family size, and multi-source income, among others.
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It is also clear that the effects of the reforms, the policies and the influences of the forces for
change and trade integration are differential and bear different signs for the different levels that
coexist in the regional environments of agriculture and the rural milieu.

Finally, agriculture and the rural milieu of the Americas in general acquire their maximum
expression at the regional and local levels. Here is where its essential foundation is encountered
for what we call agriculture and the rural milieu at the conceptual level. These important
activities are centered in the territorial aspect and the geographical dimension (Sepulveda, 1999).

Therefore, agricultural and rural milieu support services are usually located within these
heterogeneous realities and it is there that, under the push for decentralization being carried out
by the countries, actions take place and where the basis for relationships with the State, civil
society, and the markets are articulated. Specific access to agricultural and rural milieu support
services in these realities acquires the same characteristic that distinguishes access to the set of
natural, productive, trade and institutional resources within the regions and the territories.

Thus, an approach to agriculture and rurality from a territorial perspective and their multiple
interrelations (Solis, 1999), rural-urban, rural-rural, agriculture-rural milieu, industry-agriculture,
agriculture-environment, State-markets, democracy-governance and the causal relations among
all of these come together in the territory and regional spaces.

In many countries the rural-urban exodus has been essentially depleted. Regional and local
dynamics become interesting alternatives to initiate and base policies and processes for multi-
solutions of the problems of rural poverty, increased competitiveness, and income generation and
distribution. The push found in the agricultural and rural milieu support services constitutes an
important factor for promoting regional dynamism. Together with other non-agricultural
activities it may bring about different solutions in the face of multi-dimensional problems.
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CHAPTER Il

Towards a Probable Agenda for the 215t Century
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3.1  Summary and preliminary conclusions

The general conclusion we can draw from all these experiences and reflections is that in the past,
now, and in the future, agriculture and the rural milieu are key for the countries and their populations,
as well as for opening markets and integration. Furthermore, these elements are an important route
to consolidating the market position of the economies, understanding this as a greater penetration of
international and national markets. Additionally, they constitute a non-unique and non-sufficient way
to a solution raising income, employment, and the quality of life for society as a whole, and in
particular, to contribute with certain capacities and limits, to the solution of rural poverty.

Here follows a set of specific conclusions that can be drawn from the general balance on the status
and evolution of agriculture and the rural milieu in the Americas. Since this balance is drawn from
on-going processes, which are not linear in their progress nor in their effects, and also due to the fact
that the balance refers to the Region as a whole, it is therefore an aggregate view, and not a country
by country analysis. The conclusions must be taken as preliminary and in any case, as guides for
reflection.

3.1.1 On the importance of agriculture and the rural milieu in America

1. Agriculture and the rural milieu in the Americas have historically been important for the
economy and society as a whole. They continue to be so in the present, but on a still more
relevant plane, due to their independent and “multi-sectorial” character, and for their many-sided
contributions. To wit, they have provided important contributions in the economic,
macroeconomic, environmental, and governance spheres, which have contributed to the growth,
development, welfare, and quality of life of all the inhabitants, both in the rural milieu and the
cities of the hemisphere. As a consequence, currently and in the future, agriculture and the rural
milieu are and will be a strategic matter for all of the countries in the Americas.

2. The indicators of the importance of agriculture and the rural milieu summarize and indicate the
positioning that they have achieved in the economic and social reality of America and its regions
and the world in general. For each region of the Americas, they are both important and worthy
of this recognition.

3.1.2 On the “paradox of agriculture and the rural milieu’’ and the points of view

3. Faced by this reality, the idea that agriculture and the rural milieu are unimportant is erroneous.
The “paradox of agriculture and the rural milieu” is real, because in spite of their importance, this
importance is not recognized. The effects of a distorted conceptualization are broad ranging and
constitute one of the major obstacles to achieving sustainable development in agriculture and the
rural milieu. This distortion between reality and conceptualization has a negative effect, which
predisposes an attitude that influences all of the value processes, i.e., policy definition,
investment, production decisions, valuation of products, services, and assets, among others.

4. In a similar manner, from an urban viewpoint, a partialized perspective of agriculture and the

rural milieu predominates, which is static and “sectorialist”. There is also a “ruralistic” view
that is widely disseminated among the actors in the rural areas. It holds a partial, static, and
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“sectorialist” perspective, not only of the urban aspects, industry, and cities, but also towards the
rural reality, agriculture, the countryside, and rural aspects, which suffers essentially the same
faults as the former.

5. These conceptualizations, whose bases are historical, are found today at a crossroads: either they
consolidate with the advantage of “immaterial aspects” over the “material aspects” of the
knowledge and information economy and society, or they collapse from the weight of the
consequences arising from this new epoch.

3.1.3 A vision of the future of agriculture and the rural milieu

6. The futuristic scenario for the next two decades can be characterized by being fundamentally
inclusive and sustainable. It is supported by the interdependence on a technologically developed
and socially less unjust and more democratic globalized economy. In particular it indicates and
requires a necessary correspondence between growth and social development as a condition for
competitiveness and growth, on the one hand, and between governance and sustainability to
achieve viability and efficacy, on the other.

7. With regard to agriculture and the rural milieu, this scenario looks on them as a set of regionally
localized activities that are interdependent with the rest of the economy, and as a strategic matter
for the development of a globalized society and economy. In general, this set of conditions
allows sustainable development, in harmony with nature and economic integration, technological
transformation, and especially with human capitalization and rural development.

8. In the future of the Americas, activities in agriculture and the rural milieu will have three
essential characteristics: they will be prosperous, their positioning in the countries of the
hemisphere and the world will be consolidated, and they will be considered a strategic matter in
global development.

9. The achievement of this scenario, starting with current reality, will require renewed focus,
thought, and actions in the operation and direction of agriculture and the rural milieu, under a
systemic and holistic focus. This focus will allow a better comprehension of the nature of the
phenomena and their multiple interdependencies.

10.To build a global, integral, and integrating vision, that looks to the future, we must start with the
knowledge of the main motive forces behind the changes that influence their present and future
behavior to a great extent. These motive forces for change, and the transformations that the
economy is registering in agriculture and the rural milieu starting with the changes begun in the
eighties through the present, have and will continue to have transcendental and durable effects
on our economies over the coming decades.

3.1.4 On the relationships of agriculture and the rural milieu with the rest of the economy and
society

11.Agriculture and the rural milieu in the Americas constitute a strategic matter, and not just because
of their economic importance, their contributions, and their penetration in the world agri-
foodstuffs market. They also constitute the vital medium for millions of individuals that work
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12.

13.

14.

15.

and live there. However, for a majority of the countries, particularly in LAC, the rural milieu
and its agriculture suffer a chronic and majority inequality of access to resources, means, and
income that determines a heterogeneous structural situation, which is one of impoverishment of
broad sectors of rural society of considerable magnitude.

The origin of this situation must be found in the rural development style implemented during the
20th Century. During the import substitution model, in general it was supposed that development
could be achieved behind the back of agriculture and the rural milieu, without negative
consequences for those subjected to this situation and society as-a whole. It was also-assumed "
that their role was fundamentally to support economic growth and industrial and urban
development on the basis of the depredation of natural, productive, and human resources.

However, these assumptions did not consider that: i) it wasn’t viable to promote programs and
projects for agri-foodstuff development and rural development and attack poverty in a penalizing
macroeconomic environment, since the results indicate that they almost always ended in failure;
ii) lowered sustained growth of agriculture and the rural milieu, and for many countries of their
overall economy, would result if the powerful urban bias and differential protection policies were
not eliminated; iii) without true “empowerment” and appropriation of the programs, projects, and
actions, the beneficiaries would be left without effective participation and co-responsibility, and
without a transparent relationship among the public and private actors giving rise to non-viable
and non-sustainable project implementation; iv) program, project, and activity failures would be
marked by the lack of congruence, efficacy, and efficiency between vision, policies, instruments,
institutions and actors; v) the complexity and number of institutions, policies, and programs
involved contributed to the untenability and high cost of the intervention model, as well as to the
“disconnection” of the actors from the processes for innovation and marketing on the one hand,
and from differentiation, heterogeneity and impoverishment in broad sectors, on the other.

Starting with the crisis in 1982, the countries reoriented their economies towards full
international integration, and rooted their strategies in an “outwards looking” growth model in
the context of globalization. The main ingredients of the economic order defined by this
development model are: economic integration and openness, deregulation, and liberalization of
the economy, downsizing of the State, privatization of public enterprise, the search for
macroeconomic equilibrium and economic stabilization, as well as the alignment of
macroeconomic and sectorial policies of the countries participating in integration processes.

The new situation for agriculture and the rural milieu also represented a reorientation of the
nature of their ties with the rest of the economy over more rational bases, without distortions in
the economy or penalizing any sector. Two things became clear with this change in position:
first, overcoming the condition of structural heterogeneity and impoverishment of broad sectors
of the rural population remained a pending assignment. Second, the great challenge was to take
advantage of the opportunities offered by open markets and integration into international
markets, given the comparative advantages based on the extensive and abundant natural and
human resources belonging to the Americas and their regions. In both cases it was a necessary
condition, although not a sufficient one, to significantly alter the terms of the subsidiary
relationship between agriculture and the rural milieu and the rest of the economy.
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16.

However, it was also clear that an efficient allocation of the resources must be promoted, and
market logic was allowed to act as one of the major forces that would take charge of carrying out
this reassignment. In the meantime, the State would accompany the process, guaranteeing
macroeconomic stability, the liberalization and deregulation of the economy by driving
significant economic reforms and by promoting decentralization, providing oversight for the
social welfare and the management of social policy and instruments, among others, education
and health.

3.1.5 On changes in general

17.

18.

In the light of economic results in general, and of agriculture and the rural milieu in particular,
we conclude that although the forces of the new globalized economic growth model have had an
impact in all of the countries, these impacts have had a differential intensity, dynamism, and
timing. In consequence, it has not been a linear process. Therefore, the results vary from country
to country and region to region. This is true at the level of the economy in general and for
agriculture and the rural milieu in particular, especially since these have such a deeply
heterogeneous and unequal character. In this sense, the reforms have acted on historical trends
from the past, and on heterogeneous economic and social structures that came into being over
the last several decades.

Everything seems to indicate that at the close of the 20th Century, and after 17 years of economic
reforms, many things have changed in the aggregate economic and social realms of LAC.
However, the global economic results achieved to date, even with the application of these
reforms, are at best precarious in some countries, as well as for broad population sectors.
Furthermore, they continue to be insufficient for the majority. On the one hand, poverty and
indigence, especially in the rural areas, and on the other, the competitiveness of the system,
continue to represent the great challenges and goals to be achieved in a sustainable manner and
on a basis of harmony among productive, natural, and human resources.

19. It remains clear that a pivotal element of the development strategy implemented by the countries

of the Americas has been an economic, trade, technological and financial integration of the
economies, agricultures, and rural milieus of the region, towards a globalized international
economy and market in general.

20. Although the macroeconomic accounts have been held in relative equilibrium, the rhythms of

21.

recuperation of growth in general are far from those recorded in the 70’s, as well as those
recorded by competitor regions from other latitudes of the developing world, and lag far behind
the ability to support a process of development with equity in the region.

This greater international integration has advantages, but also high costs on the side of the trade
imbalances, the unfavorable terms in the relationship between exchange prices and capital
movements. Also, and above all, these exist due to the short term strategy of this integration,
based to a great extent on natural resources and on comparative advantages on the one hand and
insufficient productive and competitive advances with regard to the rest of the countries on the
other.

99



22.

Although the social welfare indicators also register significant increases, poverty and indigence
in general and in the rural areas in particular, where they are a governing factor, have not been
resolved within the Region, in spite of the fact that their rapid spread during the 80’s has been
arrested during the 90’s. Furthermore, unequal income distribution has returned to occupy its
former high levels, after a notable reduction in the 70’s.

3.1.6 On the changes in agriculture and the rural milieu

23.

24.

25.

26.

More specifically with regard to agriculture and the rural milieu in the Region, we can conclude
that through the beginning of the 90’s (1993), there had been no significant manifestation of
great change. However, starting in 1994, the situation began to become more dynamic and
changes can be observed at different levels. Agricultural production becomes more dynamic; the
productive structure is visibly transformed on the basis of the utilization of natural advantages,
of a greater productive diversification, especially in the oilseed-livestock and horticultural-fruit
systems; agri-industrialization develops; agricultural and agri-industrial exports are more
dynamic and alter their structure to correspond to the productive structure, and finally, the
productivity of croplands and the agricultural labor force increases, as does the use of productive
factors.

However, although these changes are recent and encouraging, they are still insufficient in two
senses. First, they are neither sufficiently developed nor generalized. Second, the depth and
dynamism of the changes are not as strong as those in countries from other areas of the world,
which are competitors and/or represent potentially exploitable markets for our countries. With
regard to the development of the changes, greater advances can be expected in coming years, due
to the relatively recent implementation of the reforms in many countries. With regard to the non-
generalization of these changes, two trends are seen: the first, at the level of zones and regions
within the countries, many of them have remained marginal to these substantive changes,
causing or deepening regional imbalances that already existed or that are being generated. The
second is that within the interior of the most transformed zones there are also differences
between units or groups of productive units.

Notwithstanding recent agri-export dynamism, the nature of international insertion is similar to
that of the economy in general described above, and it also turns out that international
agricultural market opportunities are not being taken advantage of, or could be utilized more and
in better ways.

The conditions under which a majority of farmers operates have changed drastically. Basically,
today’s actors must confront open markets without greater subsidies for them and with
international prices trending downwards, which has put pressure on profitability. All of these
factors require an increase in competitive capacity. Additionally, it is also occurring in different,
varying, and highly competitive marketing conditions, with elevated demands for quality and
security. Similarly, a majority of the Region’s farmers have been disconnected from the outside
world for several decades. Thus, they are undergoing a learning process, since they do not yet
have sufficient historical experience and adequate knowledge about the markets, their dynamics,
and their conditions.
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217.

28.

29.

It would seem that natural resources and the environment in general have felt the deterioration
caused by the pressures for competitiveness and those of a strategy for international insertion
based on these resources. We must comprehend and understand the full dimension of the
association between natural disasters, which are becoming an ever more permanent variable of
ever more severe consequences, and the deteriorated state of the natural resources and our
inability to prevent their consequences.

A set of relations and interactions can be observed among a group of important variables. There
is a significant association between the duration and the depth of the reforms applied in the
countries and the dynamism of growth in general. There is also an association between this latter
and dynamism in agriculture. In equal measure we can see a clear association between per capita
income levels in the countries, the urban/rural character of the population, and the share of the
agricultural GDP within the total GDP. An interesting association can also be seen between
general economic growth and poverty, where we draw the conclusion that economic growth,
although a necessary variable, is not sufficient. With regard to the relationship between growth
and agricultural productivity, it can be seen that the implications of each of the variables are
essential in terms of employment and agricultural income and in terms of competitiveness in
contexts of freer economies.

Similarly, an important association can be observed between foreign exchange contributed by
agriculture to cover deficit balances in the general trade balance for goods in the economy, the
agri-export capacity per laborer and productivity and physical yields and the labor force.
Likewise, there is an association between the generation of agricultural employment, agricultural
growth, and agricultural productivity, which indicates that agriculture generates employment and
greater income over solid bases. Finally, a basic association can be seen between the exchange
rate, the interest rates, and agricultural productivity. This allows us to conclude that the
macroeconomic environment is highly determinant of the levels of profitability in agriculture,
basically by managing the exchange rate, interest rates, and the relationship between the relative
prices and the economy in general.

30. Taking into account the more general and common characteristics, but also the specifics and

31.

differences among the countries, we reached a characterization of the variables in which the
countries can be agglomerated according to their agricultural and rural milieu characteristics. Of
the set of variables analyzed for 31 countries with information, 15 were identified that in general
terms include most of the countries that present dynamic growth in agriculture accompanied by
dynamic economic growth. A majority of countries that have increased their per capita food
production, agricultural productivity, and yields also falls in this group. Finally, it includes a
majority of those that have more advanced reforms, those that have reduced poverty, a majority
of the foreign exchange contributors, and those that have greater exports per worker.

On the other hand, there are 16 countries including a majority of those that have lower growth
rates in agriculture and those that have recorded lower economic growth rates. This group
includes a majority of those with reduced foodstuff production per capita, and a good part of
those with minimal productivity and yield increases. Those that have more recent reforms and
less encompassing ones are also well represented. This group includes a part of those that have
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32.

33

34.

shown less poverty reduction or an increase thereof. Finally, there is a part of those that have
contributed less significantly to reducing the trade deficit for total goods and those requiring

foreign exchange to defray their imports. Most of the countries that are net food importers fall
in this group.

Not all of the characteristics present in one or the other group as a whole are present in each of
the constituent countries. There are countries with all of the group’s characteristics and others
that combine characteristics from both groups. The foregoing suggests that these are complex

phenomena in evolution. Only a case by case analysis will provide a greater level of precision
and exactitude.

. There are characteristics and orientations that at the aggregate level can be generalized among

the countries, such as the macroeconomic environment and policies, as well as the general
orientation to freer markets and integration, and in the final instance, their insertion into the
globalized economy. However, as was mentioned above, the processes are neither unique nor
linear, nor do they have either the same dynamics or the same incidence.

We also conclude that in America there is no single agriculture or rural milieu, they are several
and require different treatments. Each region and each country is different from the others. They
have differing natural, productive, and human resources. Similarly, the structure of their
economies, their agricultures, and their rural milieus are different. Their history of relations with
the rest of the economy is also different, as are also their macroeconomic contexts, which have
such a determining influence on agriculture and the rural milieu. They are different in their
specific characteristics. Therefore, we should not be surprised that the forces of globalization
and implementation of economic reform have different degrees of development and differing
schedules for its application among the countries. Neither should we be surprised that they have
varied influences on agriculture and the rural milieu in each country, region, zone, and type of
agriculture and rural milieu.

3.1.7 On the strategic supports for agriculture and the rural milieu

35.

36.

Most of the countries have not fully developed strategic support activities for agriculture in the
more extensive interpretation, such as research and technology transfer services, which show
low investment levels as a proportion of the agricultural GDP, foodstuff health and safety, which
increase in strategic and public importance, but which are still at an incipient level of
development; collaboration and coordination and negotiations in general, which form the core of
the steps to reach integration and specific agreements among the actors in the agri-industrial
chains; communications and information in general, and price and market information in
particular, which have become another of the determining elements of competitiveness; training,
education, and extension, which are positioned as growth vectors, competitiveness, income and
technology adoption and management abilities in general, and natural resource and
environmental management in particular.

Several countries have demonstrated review and re-adaptation processes for public and private
agricultural institutions, at the central, regional, and local levels, but it seems that these are still
initial attempts that are not generalized. An inarticulate or missing vision “beyond the sector”
becomes an obstacle that still cannot be completely removed.
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37.

Finally, we can conclude that in an open and competitive economy it is of particular concern to
observe broadening productive, technological, computational, educational, managerial,
institutional, and social gaps inside the countries in the Region, and for all of them in relation to
the countries and regions that are our competitors and trade partners.

3.1.8 On competitiveness, poverty, and rural development

38.

39.

Agriculture and the rural milieu have very clear capacities and limits to contribute to raising the
competitiveness of the system and to contribute to solving rural poverty. The solutions to
overcoming the critical points allowing increased competitiveness in agriculture and the rural
milieu, and those to overcome rural poverty will not be found uniquely and exclusively in
agriculture and the rural milieu. Although they have a strategic role to play, and both are
intimately related to each other, as part of the same phenomenon, the solutions encompass scopes
and actions that are multi-sectorial and different, where protagonists different from agriculture
and the rural milieu must participate, including actors from other activities and the rest of the
economy.

Therefore, the causes that generate a determined level of competitiveness and of poverty are
multi-sectorial and multidimensional. Each specific reality will allow a joint observation of the
factors that intervene, their interrelations and their weight.

3.1.9 On the present and the immediate future

40.

41].

The international crisis occurring after June 1997 had negative consequences that were serious
and broad ranging. It was the first great crisis of the globalized economy. The effects caused by
this global financial crisis have led many countries to deepen their application of stabilization
measures. According to different estimates and projections, it had and will continue to have
adverse consequences for our countries, which will be graver still if we do not make an even
more significant effort towards transformation and development. Some of these consequences
are deceleration in economic growth, production, and world and regional trade in particular; as
well as a reduction in both demand, particularly for raw materials, with special impact on
agriculture for export, and external capital flows and capital availability for the region. In 1998,
and especially 1999 the countries of the region have undergone very difficult years, which could
cancel out some of the advances achieved during the previous 17 years, and could cause a
deterioration of the main economic and social indicators. Recovery from the effects of this crisis
is expected to begin in the year 2000 or 2001, which would lead us to believe that for the next
two years the situation will be fraught with difficulties. However, it will also open an
opportunity to make a halt on the road and reflect on the path so far, the route we are headed
down, and the future foreseen on the near horizon.

By visualizing the results already obtained, and above all by confronting them with the vision of
the future for the next two decades developed in Section 3 of Chapter I, we can conclude that
great challenges await the countries of the Region at the beginning of the 21st Century. They
will require starting with a broad-based reflection seeking to disarm the threats, deepen some
measures, reorient others, and define strategies with a long-term vision. All of this will
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strengthen the weaknesses, empower the strengths and take advantage in the best way possible
of the opportunities to benefit everyone.

3.2 Opportunities and challenges

The opportunities and challenges at the beginning of the 21st Century are greater than they were just
a few years ago.

3.2.1 On the importance of agriculture and the rural milieu, positioning strategies, a vision of the
future, and a renewed outlook

Agriculture and the rural milieu in the Americas has a tremendous potential to become a worthy way
of life for those dedicated to it, and for society as a whole, consolidating what it already is, i.e., a
large-scale contributor to economic and social development in the Americas. As a consequence, for
our future, it makes sense to view it as a strategic matter confronting the great challenges and
formidable tasks.

America holds in its agriculture and rural areas, strategic components for economic and social
development of the hemisphere, as well as its positioning in the globalized world economy. This is
so, thanks to the capacities developed and the capital constituted by accumulated experience,
infrastructure, and our natural, financial, and human resources.

The great challenge would seem to consist of maintaining, increasing, and consolidating the
positioning of agriculture and the rural milieu of the Americas on the world stage, in a context of
hypercompetitiveness and accelerated changes in human, institutional, commercial, and
technological dimensions and knowledge in general, as well as duplicating the contributions they
make to the economy and society, at the same time that they contribute to resolving poverty and
indigence in the rural milieu. The specific challenges will be:

* Development of a great effort by all of society to collectively construct a vision of a shared,
global, integral and integrating future, which would accelerate the necessary transformations in
agriculture and the rural milieu, so that they can “get into alignment” with a changing and
demanding reality, but also so that all of society will understand how important they are for
present society and for the societies of the future.

* Definition and implementation of a strategy for positioning agriculture and the rural milieu,
which is directly oriented to eliminating the “paradox of agriculture and the rural milieu”, and to
be disseminated and assimilated among all of the sectors of society. It must be coherent,
functional, and based on facts.

* Construction of a new holistic and systemic focus, which would allow acknowledgement of a
much more interdependent, multi-disciplinary and dynamic reality, and as a consequence, allow
the formulation and implementation of a strategy in accordance with these new realities.

* Assimilation and support for the future, starting in the present, and built on the basis of the
motive forces for change, of which seven seem to be the most important: i) a macroeconomic
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framework that is both propitious and stable for growth, ii) open markets and economic
integration, iii) the technology revolution and increasing productivity, iv) education, training,
and information, v) transformations in the consumption structure and preferences, vi) a
predominance of conditions of animal, plant, and human quality, hygiene, healthiness, and
conservation of the environment, and vii) democratization and decentralization.

3.2.2 On the reforms, the macroeconomic context, and the changes in agriculture and the rural
milieu

* Deepening of economic reforms and their quality, as well as the incorporation of social reforms
and the achievement of greater equity in the face of the need to increase growth, achieve higher
levels of competitiveness and of making a decisive attack on poverty and indigence on real and
sustainable bases.

* Consolidation of a macroeconomic environment which would definitely and integrally promote
competitiveness, profitability, investment, productive re-conversion, and exports.

* More dynamic progress towards changes and transformations, both permanent and generalized,
in the productive, commercial, and institutional realms, and above all in terms of the regional
balances between countries.

* Reorientation of the nature of the insertion into world trade, with a long-term vision and a re-
evaluation of the products and services of agriculture and the rural milieu and the maximum
impulse for the industrialization of agriculture and the rural milieu and agri-industrialization.

* Implementation of a support strategy that will lessen the effects of the world financial crisis,
particularly for the most vulnerable populations, and that will explain for the masses where it
came from, its effects and its duration.

3.2.3 On natural resources, the environment, and environmental services

* Productive conservation of natural resources and a prospective and rational utilization of
biodiversity and reorientation of the insertion strategies into the international economy, based on
an “extensive” exploitation of natural resources.

* More effective action and prevention in the face of the persistence of natural disasters and
climate change, since the current challenges are greater, more persistent and massive in their
effects.

* Definition of a strategy to promote prospection of biodiversity, i.e., its commercial utilization, as
well as those environmental services such as pollution reduction, air and water quality, agri-
tourism, and “scenic beauty”.

3.2.4 On the institutions and strategic services for agriculture and the rural milieu
¢ Review of public and private institutions at the central, regional and local levels, to accelerate

and deepen their adaptation, articulation, strengthening, and coordinated actions with a focus on
“from the farm to the consumer’s table”. This should be with a view that combines what is
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urgent over the short-term with what is important over the long-term, with greater future and
strategic vision, especially one that incorporates the international component in a manner
consequent with the strategic definition of global insertion for our economies.

* Development of strategic support activities for extended agriculture, on the basis of their
institutional suitability and under public and private combinations, such as research and
technology transfer services, in particular raising the levels of investment and human capacities;
foodstuff heatlh and safety, increasing the public and private institutional capacities; collaboration
and coordination and negotiations in general, implementation of agreements and follow-up and
evaluation among the actors of the agri-industrial chains; communications and information in
general and on prices and markets in particular, as well as a capacity for prospective analysis in
general, and of markets in particular; training, education, and extension on the basis of a greater
investment and oriented to competitiveness, an increase in income, technological adoption, and
the development of managerial capacities in general, and for natural resources and the
environment in particular.

* Definition of a specific strategy for greater participation in the international and regional

organizations specialized in relevant matters and greater articulation and coordination among
them.

3.2.5 On poverty, competitiveness, and rural development

* Definition of an explicit and differentiated strategy for the attack on rural poverty and indigence
based on a drive for growth and from an interdisciplinary, multi-sectorial view towards a multiple
solution. We consider it convenient to emphasize four simultaneous and complementary elements:
i) the elevation of educational and health levels together with a channeling of the rural-rural
exodus, i.e., from agriculture to the rural zones and vice-versa, without transferring poverty from
one zone to the other; ii) promote rural non-agricultural activities and income as a powerful and
sustainable “route” to creating a regional dynamism,; iii) strengthening the agricultural “route” to
development, on the basis of competitiveness and the utilization of comparative advantages and
the development of dynamic competitive advantages at the international level, without harm to
natural, productive, or human resources; and iv) the application of social programs and guarantees
to the vulnerable sectors which will increase their capacities and also avoid the great costs of the
macroeconomic imbalances and programs for monetary and financial stabilization, provoked more
and more by the global financial crisis. These general elements must be designed taking into

consideration each situation in particular, in each country, region, and zone, and for the different
actors.

* Definition of a strategy to develop competitiveness, also with a multi-sectorial and systematic
approach, throughout the chain “from the farm to the consumer’s table”. It must be centered on
the development of dynamic competitive advantages at international levels and not just
competitive advantages. The foregoing must emphasize the elevation of managerial and technical
capacities, an increase in total factor productivity, an institutionality clearly centered on efficiency,
adaptation of legislation, and transparency of the public/private relationship. It must be congruent
with the macroeconomic framework and fall within an environment of non-penalization. It must
be in harmony with the environment and its sustainability; rooted in an inter-sectorially
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interdependent agriculture, established regionally and locally. Finally, it must be based on
processes for income distribution that guarantee coherence and overall development of
competitiveness.

3.2.6 On sectorial policies

e Definition of inter-sectorial policies taking advantage of the margins established in
international agreements and in congruence with the general strategies and policies on the
basis of heterogeneous situations differentiated in the different agricultures and rural milieus
of each region and country.

e Evaluation of the actual and required public and private institutional capacities for the
implementation of policies that are differentiated on the basis of limited resources,
institutional re-adaptation, and decentralization processes.

¢ Consolidation of a policy for collaboration and cooperation and public and private
relationships with wide-ranging protagonism by private actors based on their co-responsible
participation with true appropriation in the design, implementation, follow-up and evaluation
of the programs, projects, and the actions.

3.2.7 On public and private investment

* Definition of a public and private financing policy oriented to an increase of the capacities
that reduce productive, technological, computational, educational, managerial, institutional
and social gaps with respect to the countries and regions of other latitudes that are our
competitors or trade partners, and focusing on: i) development of social, educational,
productive, and trade infrastructure in the rural milieu, ii) strategic support services for
extended agriculture and the rural milieu; iii) promotion of credit, financing, and transaction
cost reduction within the regional scope; iv) strengthening of institutional decentralization
and modernization at the central, regional, and above all local levels; v) strengthening of the
public institutional capacities for insertion, negotiation, and fulfillment of international
agreements; vi) productive conservation of natural resources and prevention of natural
disasters; and vii) support for the development of the capacities of vulnerable and strategic
populations, such as rural women, children and youths.

3.3 A corollary to the foregoing, there are four great challenges to begin our reflection:

e The first, to characterize or typify the balances or imbalances recorded between the
innovation in thought, diagnosis, policies and institutions. On the one hand, in order to find
key elements and main bottlenecks that would allow us to confront a redefinition of a strategy
for the development of agriculture and the rural milieu in each country. On the other hand,
take advantage of the wealth of the significant advances that the countries have achieved in
several fields, and place them at the mutual disposition of all.

e The second challenge consists of defining a strategy and the key components, setting

priorities and redefining public and private functions, ever more strategic the former and ever
more protagonic the latter, in emerging topics, such as, among others: i) The new rurality,
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policies and the attack on rural poverty; ii) Trade negotiations, the implementation of
agreements and export promotion; iii) Agricultural hygiene, foodstuff safety and quality; iv)
Technological innovation, intellectual property and the management of natural resources and
the environment; v) Credit, financing and rural infrastructure; vi) Information and
communications of agri-foodstuff and regional-rural development; vii) Human resource
development and curricula in educational centers and training; and viii) Institutional
modernization and public - private relationships.

The third challenge consists of designing and implementing a strategy for aligning all of the
institutions at the central, state, and local-municipal levels, a majority of which are public,
that act directly and indirectly on agriculture in it broadest sense. This would promote their
articulation among themselves and their interdependence with private institutions and civil
society. None of those international and regional, technical and financial organisms and
institutions that are linked to extended agriculture and the rural milieu in their different
dimensions must be allowed to escape this process of alignment and articulation.

The fourth challenge consists of generating a broad consensus of the need to re-dimension
agriculture and the rural milieu in the face of the new reality and its complexities. It involves
the collective construction of a new approach that would allow establishing a regional
consensus, which will enable an improvement in the orientations of rural and agri-foodstuff
policy, looking to its current positioning and that which will serve for the coming years.
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FIGURES Y CUADROS ANEXOS

Table 1. Net Trade Balance for Agricultural Goods
Selected Countries, 1980-1997.

Figure 1. Net Trade Balance For Agricultural
goods selected Countries, 1997

Source: Prepared with data from the WB, 1998/99 &



Table 2. Agricultural Export per Worker
Selected Countries, 1980-19971
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Source : Prepared with figures from the WB, 1998-99.

Table 3. America : Evolution of the surface area, Yields, and fertilizer use for Cereals.

o T Burlace (000’8 of has.) Incresse Yield (forvha.) increase | _ Fertillzer Consumption (100 g/ha.) - incresse
1970-81 1995-97 (%) 197981 190807 (%) 1979-81 1995-97 (%
11,080.0  10,126.0 88| 2,830 2,957.0 355 46.0 254.0 452.2

569.0 726.0 299| 11,1830 1,664.0 40.7 23.0 41.0 78.3
20,6120  19,554.0 51| 14960 24420 63.2 915.0 898.0 -1.9
19561.0  19,330.0 12| 21730 27120 24.8 416.0 545.0 31.0

820.0 621.0 243| 21240 44120 107.7 321.0 1,131.0 252.3

1,361.0 1,239.0 90| 24520 27340 1.5 812.0 2,853.0 251.4

136.0 70.0 485| 24980 3,179.0 273 2,650.0 3,636.0 37.2

149.0 140.0 60| 30240 3933.0 30.1 572.0 722.0 26.2

419.0 1,038.0 147.7] 16330 1,821.0 1.5 471.0 752.0 59.7

4220 431.0 21| 17020 1,949.0 14.5 1,330.0 1,261.0 52

716.0 629.0 -122| 15780 1,869.0 18.4 726.0 1,324.0 82.4

416.0 418.0 05| 1,000.0 923.0 -85 62.0 89.0 435

421.0 492.0 169 1,700 1,567.0 33.9 163.0 380.0 133.1

4.0 3.0 250 1,667.0 1,267.0 -24.0 923.0 1,547.0 67.6
9,547.0  10,923.0 144 21520 25750 19.7 570.0 538.0 56

266.0 383.0 440| 14750 17420 18.1 392.0 147.0 625

166.0 169.0 18] 1,5240 1,914.0 256 692.0 720.0 4.0

304.0 596.0 96.1] 1,511.0 22410 48.3 44.0 120.0 172.7

732.0 874.0 194 19440 26880 383 381.0 453.0 18.9

4.0 4.0 00| 31670 3,703.0 16.9 1,064.0 1,022.0 -39

72,6300  63,137.0 -13.1] 41510 5,043.0 215 1,092.0 1,134.0 38
614.0 628.0 23| 16440 33010 100.8 564.0 777.0 378

814.0 772.0 52| 11,9040 3,088.0 61.1 711.0 1,024.0 44.0

L 49979.0  50,234.0 05| 18400 2576.0 40.0 786.0 931.0 18.4

Source: Prepared with figures from the WB, 1998-99.
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Figure 2. Cereal Yields by Country
(1995-1997)
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Source : prepared with figure from the WB, 1998-99, provided by FAO.

Table 4. LAC: Production, Surface area, and Yields for Major Crops
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Figure 3. LAC: Evolution of Production, Surface Area, and Yields 1980=100
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Figure 3. LAC: Evolution of Production, Surface Area, and Yields 1980=100
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Table 5. Number of Workers per Irrigated Hectare
(1996)

Source: Prepared with data from ECLAC., 1998
and WB 1998-99.

115



Table 6. LAC: Evolution of the Tractor Fleet, Irrigated Land, and Fertilizer Consumption.
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Table 7. Agricultural Labor Productivity
in US$ for 1995
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Source: Prepared with figures from the WB, 1998-99

Figure 4. Agricultural Productivity, Value per Worker

(Price in 1995 US$, average for 1995-1997)
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Table 8. Annual Fresh Water Usage
(% Participation in Usage)

73 18 9
85 5 10
59 19 22
12 70 18 i
89 5 6
43 16 41
89 7 4
89 6 5
90 3 7
89 4 7
74 17 9
i 68 8 24
91 5 4
86 7 7
86 8 6
44 10 46
77 11 12
78 7 15
72 9 19
35 38 27
42 a5 13
91 3 6
46 11 43

Figure 5. Overall Water Usage by Sector in the World’s Low, Medium, and High
Income Economies
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