


“A 2020 Vision for Food, Agriculture, and the Environment” is an initiative of
the International Food Policy Research Institute (IFPRI) to develop a
shared vision and a consensus for action on how to meet future world food
needs while reducing poverty and protecting the environment. It grew out
of a concern that the international community is setting priorities for
addressing these problems based on incomplete information. Through the
2020 Vision initiative, IFPRI is bringing together divergent schools of
thought on these issues, generating research, and identifying recommendations.

This discussion paper series presents technical research results that encom-
pass a wide range of subjects drawn from research on policy-relevant
aspects of agriculture, poverty, nutrition, and the environment. The discus-
sion papers contain material that IFPRI believes is of key interest to those
involved in addressing emerging Third World food and development prob-
lems. These discussion papers undergo review but typically do not present
final research results and should be considered as works in progress.
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Foreword

The 2020 Vision for Food, Agriculture, and the Environment initiative of the
International Food Policy Research Institute (IFPRI) has two primary objectives: to
develop and promote a vision for eradicating hunger and malnutrition while protecting
the environment and to influence action by national governments and international
development institutions to achieve the vision through the generation of information and
discussion.

The 2020 Vision initiative has conducted analyses and syntheses on many topics
related to food, agriculture, and the environment. In a series of topical workshops, it
brought together researchers, analysts, and technical experts to expand the frontiers of
knowledge and bring that knowledge to bear on action. The initiative facilitated three
workshops in Sub-Saharan Africa, South Asia, and Latin America. In these workshops,
policymakers and researchers from the regions debated problems and challenges and
developed regional strategies to achieve the 2020 Vision.

The workshop on Latin America, jointly sponsored with the Centro Internacional de
Agricultura Tropical (CIAT) and the Instituto Interamericano de Cooperacién para la
Agricultura (IICA), was held in Cali, Colombia, March 20-22, 1995. Two dozen Latin
American researchers, technical experts, and policymakers from nine countries in the
region engaged in three days of intensive discussion. They focused on the challenges the
nations of the region confront in efforts to reduce poverty and malnutrition and improve
food security at a time when the region is experiencing dramatic social, economic, and
political change.

The workshop began with a discussion based on papers prepared especially for the
workshop. These papers took a forward-looking view of food and agricultural issues in
Latin America and represent statements by Latin American analysts on Latin American
problems. These papers considered issues of technological change, urbanization, rural
institutions, and the development of the food and agricultural system as they relate to
food, agriculture, and the environment in Latin America. They are available as working
papers or discussion papers in the 2020 series.

Participants then divided into three working groups, wherein they developed their
own analyses and strategies for facing the future challenges of food, agriculture, and the
environment in the region. In their strategies, the participants paid special attention to the
potential of the food and agriculture system to contribute to economic and social
development as the region enters the twenty-first century. This document represents a
synthesis of the documents prepared by the three working groups. It also incorporates the
comments of participants on an earlier draft of that synthesis. We believe the end result
is a thoughtful statement representing a genuine Latin American perspective of the goals
and strategies relating to food, agriculture, and the environment as we head toward the

ear 2020.
d Although editor James Garrett has taken great care to maintain the tone and substance
of the documents prepared by the working groups, we know that some participants would
have emphasized one point over another or stated a perspective more strongly or
differently. No synthesis document can fully capture the vitality of the exchanges among
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workshop participants or the richness and nuances of participants’ comments.
Nevertheless, just as the discussions among participants in Cali were vigorous and
exciting, we hope that this paper will contribute to continued analytical debate within the
region on the future trends, critical choices, and opportunities for action facing the
countries of the region.

Per Pinstrup-Andersen
Director General, IFPRI
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A s part of its 2020 Vision for Food, Agriculture, and the Environment initiative, the
International Food Policy Research Institute (IFPRI) held workshops in three developing
regions of the world. The workshop on Latin America, jointly sponsored by the Instituto
Interamericao de Cooperacion para la Agricultura (IICA), the Centro Internacional de Agricultura
Tropical (CIAT), and IFPRI, was held in Cali, Colombia, March 20-22, 1995. This paper is based
on discussions among some 30 Latin American researchers, technical experts, and policymakers who
participated in the workshop. The facts and figures herein are gleaned from papers presented at the
workshop, and the goals and strategies are those reached by the workshop participants.

The 2020 Vision

The nations of Latin America are currently
undergoing dramatic economic, political, and
social change. The effects on poverty, food
security, and the environment are uncertain.
Change, however, offers opportunity. Latin
America now has a historic opportunity to
achieve by the year 2020 a vision where extreme
poverty, hunger, and severe malnutrition have
been eradicated; where income, wealth, and
opportunity are more evenly and fairly distrib-
uted; and where all citizens enjoy clean, health-
ful environments and work together to use and
protect the region's natural resources for
themselves and for future generations.

Current Conditions

Poverty Fails to Decline

In the past 25 years, Latin America has made no
progress in reducing the overall level of poverty.
Forty-six percent of the Latin American popu-
lation is poor, and the number of poor has
increased from 120 million in 1970 to 196 mil-
lion today (Table 1). Sixty-one percent of the

rural population is poor, compared with 39 per-
cent of the urban population, but with increasing
levels of urbanization, poverty is assuming an
urban face. Seventy-five percent of the region’s
population now lives in cities and 35 million
more poor people live in urban than in rural
areas. The numbers of absolute poor are divided
about equally between urban and rural areas.

Millions Are Malnourished

Almost 60 million people in the region suffer
from food insecurity, meaning that they do not
get enough food to lead a healthy, active life.
Six million of these are children. At the same
time, and sometimes in the same households
with undernourished children, "lifestyle" dis-
eases such as heart disease and hypertension are
increasing. This trend is especially noticeable
among adults in urban areas, who tend to have
amore sedentary lifestyle and a greater intake of
sugar and fats.

Agricultural and Natural Resources Are
Crucial to Development

The dynamic potential of agriculture and natural
resources to contribute to social progress in



Table 1—Changes in the magnitude of poverty in Latin America, 1970-90

Poor* Absolute Poor”

Year Total Urban Rural Total Urban Rural
(percent)
1970 45 29 67 24 13 40
1980 4] 30 60 19 11 33
1990 46 39 61 22 15 37
(thousands)
1970 119,800 44,200 75,600 63,700 19,900 43,800
1980 135,900 62,900 73,000 62,400 22,500 39,900
1990 195,900 115,500 80,400 93,500 44,900 48,600
Absolute Poor as Percen f Poor

Total Urban Rural
1970 53 45 58
1980 46 36 55
1990 48 39 60

Source:  Comisién Econémica para América Latina y ¢l Caribe (CEPAL). 1994. Panorama social de América Latina,

1994. Santiago: CEPAL.

*A "poor” individual is one whose income is inadequate to meet minimum daily nutritional requirements as well as other
basic needs, such as sufficient hygiene, clothing, education, and transportation.
®The "absolute poor” are those individuals whose income is inadequate to satisfy minimum daily nutritional requirements,

even if other basic needs are forgone.

Latin America has often gone unrecognized.
Many have the false impression that the role of
agriculture in the economy has become unim-
portant, especially as the region has become
more urbanized. The relative contribution of
agriculture to the economy has declined in re-
cent years, but the food and agricultural system,
which includes agro-industry, still accounts for
25 percent of all economic activity, on average
(Figure 1). Agricultural production alone is
worth more than US$90 billion and contributes
more than 10 percent to the region's gross
domestic product (GDP). During the 1980s,
agricultural output in Latin America and the
Caribbean actually grew faster than the overall
economy.

The vitality of the food and agricultural
system is of critical importance to the econo-

mies of the region's poorest countries, such as
Bolivia, Guatemala, Honduras, and Paraguay,
where 50 percent or more of the population still
lives in rural areas. It is also important to the
more urbanized economies. Urban dwellers de-
pend on agriculture for food and textiles, and a
healthy agriculture sector generates employment
in other sectors as rural incomes rise and create
demand for additional goods and services. It has
been estimated that in Latin America every
increase in agricultural output of US$1 increases
overall economic output by almost US$4.

As for natural resources, Latin America is
one of the wealthiest regions in the world. With
8 percent of the world's population, Latin Amer-
ica has 23 percent of the world's potentially
arable land, 12 percent of its cultivated land,
46 percent of its tropical forests, and 31 percent



Figure 1—Agriculture and agro-industry as a percentage of GDP, 1970 and 1980

Argentina, 1970
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Source: Instituto Interamericano de Cooperacion para la Agricultura (IICA). 1992. La agricultura de América Latina y

el Caribe. San José, Costa Rico: 1ICA.

of its fresh water. The Amazon, one of the rich-
est tropical biospheres, contains about half the
world's species of plants and animals.

Because of deforestation, overgrazing, and
overexploitation, these natural resources are
endangered. Today, 200 million hectares of land
in Latin America are moderately or severely
degraded, almost a third of total vegetated land
(Table 2).

During the past 25 years, every Latin
American country except Argentina has lost
more than 5 percent of its forests. Since 1960,
almost 50 percent of the Central American
forests have been destroyed. The losses are
astounding, and they continue today.

The Foundation of the Strategy:
Unleash the Potential of the Region's
Resources

Latin American governments are now pursuing
economic growth based on free trade, free
prices, and a relatively unfettered private sector.
In an effort to create true, participatory democ-
racies and to make programs more congruent
with local needs and capacities, many countries
are decentralizing financial and administrative
decisions to the local level.

Latin America's success in realizing the
vision depends on its ability to generate broad-




Table 2—Extent and causes of human-induced soil degradation in Latin America since 1945

Central America
and Mexico South America World
Degraded area (million hectares)
Moderate to extreme 61 139 1,215
Light 2 105 749
Degraded area share of vegetated
land (percent)
Moderate to extreme 24.1 8.0 10.5
Light 0.7 6.0 6.5
Causes of soil degradation
Deforestation 22 4] 30
Overexploitation 18 5 7
Overgrazing 15 28 35
Agricultural activities 45 26 28
Industrialization

Source: Oldeman, L. R., V. W. P. van Engelen, and J. H. M. Pulles 1990. The extent of human-induced soil degradation.
In World map of the status of human-induced soil degradation: An explanatory note, ed. L. R. Oldeman, R. T. A.
Hakkeling, and W. G. Sombrock. Wageningen, The Netherlands: International Soil Reference and Information

Centre.
Note:

These results are from a three-year study that asked more than 250 soil scientists and regional coordinators for

their estimates of human-induced soil degradation since World War I1.

based growth in this new environment. The
abundance and diversity of Latin America's
agriculture and natural resources provide the
region with an enormous comparative advantage
with which to compete on world markets, and
thereby generate broad-based growth throughout
the economy, for urban and rural dwellers alike.
More attention to agriculture and other natural
resources will help solve the problems of pov-
erty, food insecurity, malnutrition, and environ-
mental degradation. The increase in agricultural
production will help achieve not only higher
levels of food security within Latin America but
also increase the food supply of the world as
Latin America becomes a net food exporter.

If the vision is to be attained, serious atten-
tion must be paid to the management of these
resources. Programs of economic adjustment
and liberalization called for a reduction in the
involvement of the state in productive sectors

like agriculture and an increase in involvement
in the social sectors like health and education.
Productive and social sectors are synergistic, not
competing. Just as investments in health and
education can increase productivity and help
achieve economic goals, investment in the de-
velopment of agriculture and natural resources
can help achieve social goals.

A strong and vibrant food and agricultural
system thus forms a primary pillar in the strat-
egy to make the vision a reality. The region
must make full use of its resources and promote
social objectives at the same time. It must
ensure significant investment in human re-
sources as well, especially in rural areas. Eco-
nomically, governments must create the policy
and regulatory framework necessary for the
private sector to respond to the market. Politi-
cally, governments and communities must create
new institutional arrangements that effectively



allow citizens to participate in the making of
decisions that affect their lives.

Specific Goals and Strategies

The sweeping changes now occurring in Latin
America present the region with the opportunity
to pursue novel strategies to achieve the vision.
Specific goals and strategies consonant with the
present and future reality of Latin America are
developed here for four areas: poverty, food
security and nutrition, agriculture and natural
resources, and the political and institutional
environment. Although the analysis recognizes
the differences among and within the countries
of Latin America, the strategies described are
predicated principally on the points these coun-
tries have in common.

Poverty

Analysis. The distressing lack of progress in
reducing the level of poverty in Latin America
has its roots in the historical scarcity and inef-
ficiency of investment in the social sector and in
basic infrastructure. It is now widely recognized
that investments in human capital are needed to
increase the productivity of physical and finan-
cial capital. Without this investment in the peo-
ple of the country, poverty will intensify as low
economic growth fails to absorb the increasing
supply of labor, causing subsequent increases in
unemployment and underemployment. This will
slow economic growth even more, spiraling
back to deepen poverty even further.

The liberalization programs that charac-
terized government responses to the economic
crises of the past decade presumed economies
could respond quickly to the challenges of
competition. Unfortunately, while the previous
development strategies may not have been
sustainable, the inefficiency of the public sector;
the inadequacy of communication, transporta-
tion, and energy systems; and often poorly
trained labor meant that the economies were not
as flexible in responding to the new challenges
of the market as one might have hoped. High

levels of trade protection in many developed
countries inhibited the success of the export
orientation implicit in the adjustment strategies.

Goals.

® Increase per capita incomes by at least
3 percent a year. '

® Reduce the poverty level to 15 percent.

o Eliminate extreme poverty.

® Provide universal access to basic ser-
vices, primary and secondary education,
preventive health care, sanitation, and
clean water.

Strategy. Appropriate exploitation of Latin
America's agricultural and natural resources will
generate growth and higher incomes not only in
rural areas but throughout the economy, not
only among agricultural producers, who receive
only a relatively small part of the final value of
the product, but also among those who work to
store, process, transport, and sell agricultural
goods.

To enjoy the high, sustained levels of eco-
nomic growth necessary to reduce poverty,
Latin America must strengthen the ability of the
private sector to take advantage of these
resources and respond quickly to changing mar-
ket conditions. With the lowering of barriers to
trade, this is true even for countries with large
domestic markets. Those markets will be taking
their pricing and investment cues from the
international market as well.

These new strategies, however, should not
repeat the mistakes of the past and fail to pro-
vide for investment in human resources and
basic infrastructure. The governments of the
region must carefully review their overall devel-
opment strategies, especially their macro-
economic policies, to ensure that they result in
growth with social equity.

Governments must improve the quality of
education, health care, and sanitation, especially
in rural areas. So that all benefit from growth,
everyone must be guaranteed access to these
basic services. Additionally, the public sector
must support the needs of the private sector.



Government must become more efficient in de-
livering public services and in making decisions,
and it must install and maintain the level of
public goods (such as communications and san-
itation infrastructure or agricultural research and
extension) necessary for national economies to
be globally competitive. These investments will
help to increase productivity and employment.

Still, it must be recognized that, just as
industrial growth is not sufficient to eliminate
urban poverty, agricultural growth is not in and
of itself sufficient to eliminate rural poverty.
Specifically targeted social programs must
complement a strategy of income generation
through agricultural growth. Social agencies
must develop effective mechanisms to identify
and reach the poor. Local participation in the
design and management of programs must be

encouraged so that these programs respond to
local needs.

Household Food Security and Nutrition

Analysis. The level of household income clearly
affects food security and nutrition, but good
nutrition also depends on the care received
within the household and access to health
services and sanitation. Latin America is cur-
rently undergoing a demographic and epidemio-
logic transition. Although millions of children
still suffer from undernutrition, as incomes and
urbanization increase, more and more people,
especially adults, are falling prey to chronic
diseases related to diet. Unbalanced diets and a
sedentary lifestyle have increased the prevalence
of chronic nontransmissible diseases, even
among the poor.

In many countries, planners and policy-
makers are unsure about how to design and
target effective programs to respond to the
health, nutrition, and food needs of a population
exposed to risk factors for undernutrition and
obesity. Most experts agree, however, that the
local community must be more involved in
program design than before.

® Guarantee everyone enough food to
lead a healthy, active life.

® Eliminate severe malnutrition and re-
duce moderate malnutrition.

® Diminish micronutrient deficiencies.

® Improve diet variety and quality.

® Establish an efficient food production
and distribution system to ensure that
markets have an adequate supply of
economical, nutritious, and culturally
acceptable foods.

® Guarantee adequate health care to the
population by providing universal
access to basic social services and pro-
moting programs to prevent and control
infectious and noncommunicable "life-
style" diseases.

Strategy. Food security means having access to
enough food to lead an active, healthy life.
Good nutrition depends not only on getting
enough food to eat but also on staying healthy.
Thus, access to adequate sanitation, clean water,
and health care, within and outside the home, is
important, so that the body can fully use the
nutrients in food. Often the woman is primarily
responsible for food preparation and child care,
and issues affecting her ability to carry out these
activities effectively are critical.

The ability to acquire enough food or to
obtain adequate health care depends to a large
extent on price and income levels. Conse-
quently, a basic element of the strategy to
achieve these goals is to alleviate poverty, fol-
lowing the strategies described in the previous
section.

More specifically, transportation, storage,
and communication infrastructures must be
improved to better link production areas and
markets, both international and domestic. This
will help producers to know about market
demand and prices so they can adjust their
actions accordingly. An efficient processing and
distribution system will also decrease per unit
costs of food, improving food access and
availability.



Governments and businesses, particularly at
the local level, should work together to increase
the production and consumption of nutrient-rich
foods and to educate the public about the health
risks of an unbalanced diet. They should coop-
erate to provide the appropriate infrastructure
and services to encourage breast-feeding and to
guarantee the consumption of an adequate diet,
especially by preschoolers, pregnant women,
and working mothers. Fortification of foods
with micronutrients (iron, vitamin A, and
iodine) should be required.

Access to primary health care, clean water,
and sanitation and control of infectious diseases
should be improved. Management of health care
services should be sufficiently decentralized to
the local level so that services are compatible
with local needs, local skills, and the local
resources necessary to sustain them in the long
term. Governments, nongovernmental organiza-
tions, and civil society may need to work to
strengthen local skills and to generate resources
to finance local programs.

Agriculture and Natural Resources

Analysis. The region's natural resources are
crucial to making Latin America a significant
player in the international economy. But ill-
conceived policies and institutional arrange-
ments have often encouraged behavior that has
caused environmental degradation and undermined
the sustainability of agricultural production.

A lack of attention to oppressive rural
conditions has contributed to the plight of poor
farmers who, trying to eke out a living day by
day, exhaust the productivity of the natural
resource base. In the long run, their production
systems are not sustainable. Even for larger
farmers, the availability of credit at negative
interest rates has fueled land speculation that
encourages deforestation. Construction of pene-
tration roads (as opposed to farm-to-market
roads) into ecologically vulnerable areas and
poor enforcement of property rights have only
worsened the situation.

Although this environmental deterioration
has not yet had a significant effect on overall
regional production, action to address environ-
mental concerns is required now. CIAT studies
show that soil compaction in the savannahs is
already decreasing yields for monocropped rice.
The economic and social costs of inaction will
be high, especially if poverty, environmental
deterioration, and global demand for food and
timber products increase, straining the region's
natural resources even more.

Many policymakers and the general public
do not understand or fully appreciate the close
connection between agriculture and natural
resources. They perceive agriculture as a threat
to the environment, and they fail to understand
that natural resources are part of a productive
system. In actuality, the producer’s livelihood
demands the preservation and wise use of
natural resources, and so, given adequate
incentives and technologies, the farmer will
work to protect the environment.

Alternatively, some policymakers see agri-
culture and natural resources as just another
sector of the economy, not requiring special
understanding or specific policies. They believe
that stable macroeconomic policies founded in
the free market are sufficient for optimal
sectoral growth. But an unrestricted confidence
that free-market mechanisms will work to
protect these resources will only lead to
increased destruction of the region's most
valuable renewable resources.

The failure of some policymakers to appre-
ciate the role of sustainable productive agricul-
ture in protecting the environment and reducing
poverty reflects the limited political influence
that agriculture and agricultural producers gen-
erally have. These policymakers see agriculture
as a means of producing cheap food for urban
dwellers or as an important source of govern-
ment revenue. The majority of producers are
small farmers, and their political organization is
weak.

Development of Markets and Production: Infra-
structure and Services. The failure of both the




public and private sectors to invest in the infra-
structure and human resources of rural areas in
Latin America has inhibited the ability of
agriculture and natural resources to realize their
maximum potential for growth.

This lack of attention has left these rural
areas impoverished, isolated, and economically
depressed. Human and financial capital are
drained as rural dwellers migrate to the cities.
Often those who leave are the better educated.
They have the greatest chance of finding
employment in the city, but they also have the
most to contribute to the growth of rural areas.

Government often fails to encourage invest-
ment and growth in agriculture or rural areas or
in the intermediate-size cities in a nation's inter-
ior, where agroindustries might grow. Neither
have governments shown much ability to
effectively regulate, protect, and appropriately
exploit agriculture and natural resources.

Transportation and communications in rural
areas are poor, making it difficult for producers
to participate in the market. Because they are
less aware of market conditions, these producers
are more susceptible to exploitation by inter-
mediaries. Lack of infrastructure and services
such as irrigation or credit raises farmers'
production costs, increasing the price they must
charge for their product and potentially making
them less competitive.

In many instances, production policies
intended to promote agriculture were actually
biased against smallholders, who make up the
great majority of producers. Instead, govern-
ment policies gave generous benefits to the
well-off, usually favoring certain types of land
or landowner classes, including special access to
subsidized credit or inputs and generous support
prices. In a related area, governments have
failed to provide an adequate framework for
determining and enforcing property rights in
many countries. This deficiency discourages the
consolidation of the smallest farms into larger
plots that are more economically viable.

Protectionist and agricultural support pol-
icies in developed countries have also discour-

aged investment in food and agricultural
systems. These measures, often under the pre-
text of sanitary regulations and demands for
natural resource conservation, have prohibited
access by the region to important developed-
country markets. Countries also pursue polit-
ically motivated systems of subsidies that gen-
erate large agricultural surpluses, depress and
destabilize world markets, and distort resource
allocation at home and abroad from what it
would be if countries specialized according to
their comparative advantage.

Technological Development. Available technol-
ogies and technical assistance have often not
responded to the needs of small or resource-poor
farmers. These technologies have often favored
the use of capital, reducing the demand for low-
cost, abundant labor. In these cases, support of
ongoing research is necessary, particularly at the
farm-level, to understand the resource con-
straints and ecological conditions faced by
farmers and to generate technologies that best
meet their needs. Research into indigenous or
traditional agricultural practices, which are often
well-adapted to the ecological conditions, also
offers promising new developments.

In other cases, appropriate low-cost, labor-
using technologies are available, but economic
and institutional conditions militate against their
adoption. The historical tendency to underinvest
in agricultural research and development has
been accentuated by the fiscal stringency of the
1980s that continues to the present. This under-
investment, along with an overeagerness to
adopt developed-country technologies shaped
for different economic and environmental condi-
tions, has exacerbated this problem. As new
technologies are developed, the incentives and
constraints that macroeconomic policies impose
on technological adoption should be considered.
Policymakers must also ensure that mechanisms
exist to link the supply and demand for these
technologies. If not, technological development
in the laboratory or the experiment station will
have little effect.



Goals.

® Manage the environment to the benefit
of people without compromising the
productive capacity of the earth and its
biodiversity in the future.

® Develop sustainable systems of agricul-
tural production.

® Transform smallholder agriculture into
a modern, competitive, productive, sus-
tainable enterprise.

® Improve management and conservation
of soils and water, especially in hillside,
waterlogged, and other fragile areas.

® Reduce the unnecessary use of pest-
icides, fertilizers, and other agro-
chemicals.

® Reduce the rate of deforestation and
protect from exploitation when appro-
priate.

® Protect zones of biodiversity of flora
and fauna.

® Develop income-generating alternatives
to agricultural production, such as agro-
industry, in rural areas and intermediate
cities.

Strategy. Two main concepts underlie the
strategy as it relates to agriculture and natural
resources. First, agricultural development and
preservation of the environment are not con-
flicting goals. Indeed, farmers can only survive
if their agricultural practices are environ-
mentally friendly and sustainable. Clearly,
natural resources are also productive resources
that can and in some cases should be incorp-
orated into the production system.

Second, the impact of growth in the
agriculture sector extends far beyond producers.
The food and agricultural system includes those
who harvest, store, transport, process, and sell
agricultural products, including food and
textiles. Large numbers of relatively unskilled
workers in both rural and urban areas depend on
the health of agriculture.

The strategy to achieve the stated goals
concentrates on four areas. First, highly produc-
tive, sustainable systems of agricultural produc-

tion must be developed for all viable producers,
large and small, so that they may compete effec-
tively in the international marketplace, increase
their own incomes, and protect the environment.
Governments, development agencies, and the
private sector must cooperate to provide the
necessary institutional and legal framework,
supporting services, and technologies to estab-
lish these systems, especially for small farmers
who make up the majority of producers.

Ways must be found to protect the natural
resources that support the farmer's way of life.
Public and private sector investment in research
and extension should be increased, especially in
developing and transferring new biotechnol-
ogies, so that the producers of the region remain
up-to-date and do not lag behind. The public
and private sectors must cooperate to develop
and promote the use of "win-win" production
technologies that increase productivity while
maintaining or improving the natural resource
base. This may involve exploring the contri-
butions of indigenous technologies. Farmers
should be encouraged to use knowledge-
intensive technologies, such as better manage-
ment techniques, not only the more common
means of increasing yields like improved seeds.

So that all producers can increase produc-
tivity and respond to the market, governments
and the private sector must work to improve
productive infrastructure, including irrigation,
roads, telecommunications, financial services,
and the supply channels for inputs. Govern-
ments must also provide the regulatory and
policy framework conducive to the development
of financial systems that allow timely access to
sufficient amounts of production credit and
encourage rural savings. Land markets should
be made more flexible, and laws and regulations
governing property rights should be revised so
that they provide incentives for environmental
protection and sustainability.

Second, governments and the private sector
must work together to develop the components
of the food and agricultural system beyond
agricultural production. Governments must pro-
mote and, where necessary, regulate the private



sector so that private agents take the lead in
developing a dynamic food and agricultural
system.

Governments must provide stable and trans-
parent macroeconomic policies so that the pri-
vate sector can confidently make production and
marketing plans. They must also be vigilant in
their support of a competitive market. They
should ensure that an appropriate legal and
regulatory framework, including attention to
property rights and environmental protection, is
in place and is enforceable to achieve that end.
Governments and the private sector must work
together to ensure that high-quality human re-
sources are available to support agro-industrial
development. And they must ensure that the
conditions exist to promote the development of
a dynamic class of agricultural entrepreneurs
willing to invest in all aspects of the food and
agricultural system, including services, agri-
businesses, and agro-industries.

Third, for those producers who must leave
farming as a result of competitive pressures,
productive employment or programs to facilitate
the transition from farming must exist. Just as
with the urban poor, their problems should be
dealt with as a social issue. Training, employ-
ment, or other social programs should be avail-
able to ease the transition. Without such pro-
grams, rural poverty will only intensify or shift
to the cities as the rural poor further exhaust nat-
ural resources and move to join the urban poor.

Finally, it should be recognized that respon-
sible exploitation and protection of natural re-
sources can generate substantial economic and
social benefits. Programs to develop a consensus
about the need to protect these resources should
be directed toward producers in particular as
well as the general public, especially children.
Among other environmental concerns, these
programs should focus on how to improve
pesticide and water management and the need to
protect ecologically sensitive areas. Where rele-
vant, an evaluation of environmental impact
should accompany proposals for policies, pro-
grams, and investments. National accounts
should incorporate the value of natural re-
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sources, explicitly recognizing them as part of
the nation's wealth. Latin American nations
should work with the rest of the international
community to obtain effective commitments to
protect the region's natural resources.

Political and Institutional Environment

Analysis. In the past decade, the region has
undergone significant structural changes.
National economies are now more open less
regulated, and rely to a greater extent than
before on market mechanisms to allocate
resources. The market is the institutional space
within which private initiative becomes the
engine of growth.

Within this context, the role of the state is
not yet clearly defined. The region has aban-
doned a development model in which the state
had the lead responsibility for promoting devel-
opment. This uncertainty provides an oppor-
tunity to explore the introduction of institutional
innovations that support equitable and sustain-
able growth.

The excessive centralization of financial
control and decisionmaking power in national
governments in the past has complicated the
transition to a less state-centered economy. The
historical weakness of the state in enforcing
regulations and maintaining consistent, coherent
policies over time, often because of corruption
and an ill-trained, ineffectual bureaucracy, has
exacerbated the problem. Additionally, the
scarcity of data and sound analyses to assist
policymaking has also inhibited reform.

The economic, political, and institutional
changes of the 1980s have caused a great deal of
uneasiness and uncertainty among the people.
The distinction among social classes has become
sharper with the growing concentration of
property, income, and knowledge in the hands
and minds of a few. This increasing polarization
of society presents an additional challenge to
public institutions that have not yet learned to
deal with the economic and political challenges
of the present, much less the future.



Institutional mechanisms do not yet exist to
strengthen the processes of decentralization
intended to assure that the interests of all
members of society are considered in the
making of public policy. Indeed, the experience
of the past decade has led to the weakening of
political and cultural organizations, such as
indigenous or campesino groups, just when their
participation is most needed. In other cases,
such as discrimination against women, historical
patterns of exclusion persist. A principal con-
cern is that, in spite of structural adjustment,
these challenges will combine with the weak-
ness of the state to propel the government back
to unjust patterns of authoritarianism and
paternalism in its relationship with civil society.

The violence endemic to the region com-
pounds these difficulties. Although in many
cases this violence is born of historical social,
economic, and political inequities, in others it
reflects the rising influence of those associated
with the illegal drug trade. This influence has
infiltrated the societies of every Latin American
country. It undermines the confidence of citi-
zens in their public servants and their system of
justice, distorts the economic and social devel-
opment of rural areas, and ultimately threatens
to undermine the entire political system.

Goals.
® Promote and strengthen inclusive,

participatory democracy.

Establish a fair, honest, and transparent

system of laws and regulations.

Use market mechanisms to energize and

guide economic growth and, insofar as

possible, achieve social goals.

Institutionalize stable and transparent

macroeconomic policies.

Strategy. Two basic principles, implicit in the
preceding discussion, should guide actions in
this area. The government should (1) move
decistionmaking and financial control from the
central to the local levels where appropriate, and
(2) strengthen market forces.

Centrally directed and financed programs
have often failed to achieve their goals or to be
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sustainable because of an inability to identify
local needs or adapt to local conditions. New
institutions must be created to allow local com-
munities to identify their needs and design and
administer programs in ways congruent with
locally available financial and human resources.
Public participation in decisionmaking pro-
cesses should be encouraged, and the finance,
design, and administration of policies and
programs should be decentralized to the lowest
possible level of government. Programs must be
developed to enhance the local capacity to
undertake this responsibility.

To gain the confidence of the private sector,
governments must ensure macroeconomic sta-
bility as well as continuity and complementarity
in macroeconomic and sectoral policies. They
should work toward transparency in decision-
making, designing policies whose applications
and effects are clearly understood.

To the greatest extent possible, governments
should avoid setting market prices. Government
intervention should occur only when necessary to
ensure the proper functioning of the market. Even
then, insofar as possible, governments should
design policies that rely on market incentives
rather than coercion to change the behavior of
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