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§ | FOREWORD

ince late 2010 and continuing into 2011, price volatility, in relation to basic agricultural
commodities, has occupied centre stage on the agendas of decision makers. An additional

concern has been uncertainty about a new global economic crisis in the wake of the macro-
economic difficulties experienced in the economies of several European countries and the United
States. In recent months, this situation has been compounded by the food crisis in the Horn of
Africa --a reminder of the extremely vulnerable conditions under which broad segments of the
world population continue to live.

This third edition of Outlook for Agriculture and Rural Development in the Americas: a Perspective on
Latin America and the Caribbean is an informational and analytical tool that is intended to promote
a better understanding of these phenomena and their effects for purposes of regional public policy-
making.

The document was prepared jointly by the Economic Commission for Latin America and the
Caribbean (ECLAC), the Regional Office for Latin America and the Caribbean of the United Nations
Food and Agriculture Organization (FAO) and the Inter-American Institute for Cooperation on
Agriculture (IICA).

The report underscores the need for the countries to adopt differentiated policy instruments to
mitigate the effects of severe price volatility (including exchange rates) on society, production
and the macro-economic context. It also suggests the need to institute comprehensive policies to
address the effects of acute climate variability in agriculture, since in a context of climate change, it
becomes an additional contributing factor in escalating agricultural price volatility.

The long-term trend of higher agricultural commodity prices affords Latin America and the
Caribbean an opportunity for its agriculture, given the region’s availability of land, which can
be incorporated into production, and its relative abundance of water, biodiversity and human
resources on which it could capitalize.

The report recommends exploiting this potential through productive development policies aimed
at promoting food production, increasing the role of family agriculture in the process and
fostering the sustainable use of natural resources. The objective must be to improve the
contribution made by agriculture and its related activities to income generation and job creation.
It further recommends promoting ranching, aquaculture, and community forest development in
the context of family agriculture by designing alternative schemes that guarantee sustainable food
production and contribute to food and nutritional security.



The report emphasizes that countries benefiting from rising agricultural commodity prices should
seize the moment to promote structural change as a means of diversifying the productive
structure of the economies. It further recognizes that bridging the technological gaps that
persist in the region in the agricultural arena will release the significant potential it has to enhance
productive performance and, thereby, food production. Additional resource allocation for research,
development and innovation and an improved investment climate for agriculture and related
activities are therefore considered to be of the essence.

We consider the reduction of price volatility and the prevention of recurring food crises to be an
issue that engages global responsibility. Certain decisions must be taken in international fora.
Examples are the proposed establishment of a world emergency reserve and a virtual reserve, which
have not been addressed up to now. Similarly, the response to the proposal to regulate the basic
commodities market and cushion the effect of speculation on food price increases has been slow.

The World Trade Organization (WTO) has recommended a Special Safeguard Mechanism for
developing countries to enable them to address situations where there are sudden downturns in
agricultural prices or substantial rises in imports, which have a negative impact on rural development.
Discussion of this mechanism is, however, at a standstill. It is extremely important to aveid
punishing food importing countries by aggravating their vulnerability or introducing major
distortions on world food markets. The countries of the region should ensure more coordinated
participation in international fora and act in unison with respect to initiatives that integrate policy
tools for regional benefit.

As in the two previous editions, the document includes a special report. The special report in
this edition covers the use of information and communication technologies in agriculture. To
enhance their impact, the countries should increase rural connectivity and promote access to these
technologies and their use in their national institutional framework (e-government, digital agenda,
etc.). These measures are essential in bringing down the costs of the technologies and attenuating
the resistance of rural agents to introducing them in agribusiness management and production.
The document maintains that enhancing the potential of information and communication
technologies to narrow the technological gap and improve operating working conditions,
production and market access in the rural milieu must also be an imperative in public policies
aimed at shoring up the development of agriculture and furthering its contribution to the
development of the countries of the region.

ONCE Y&

Alicia Barcena Jose Graziano da Silva Victor Villalobos
Executive Secretary Director General-Elect Director General
Economic Commission for United Nations Food and Inter-American Institute for
Latin America and the Agriculture Organization Cooperation on Agriculture
Caribbean (ECLAC) (FAO) (IICA)



Executive Summary

ust as the world economy was showing signs

of a recovery, a new global recession and a

financial crisis in Europe are looming on the
horizon. The economies of the great majority of
countries grew in 2010, albeit at different speeds.
While growth in the most developed countries was
sluggish and in Latin America and the Caribbean
(LAC) averaged a little over 4%, the production
of the developing economies rose by more than
6.5%, with China and India, the new engines of
the world economy, leading the way.

Paradoxically, the of recession has

appeared when the global economy is also

SpCCtCI’

showing growing inflationary pressure, fueled
by the behavior of the emerging economies,
in which food and energy weigh more heavily
on consumption. A rise in the cost of the food
basket has once again turned the spotlight on
the problem of food security and highlighted the
climate of instability in the markets, reflected in
the volatility of commodity prices.

These conclusions are based on the macroeconomic
and sectoral contexts presented in the first part of
the latest report prepared jointly by the United
Nations Economic Commission for Latin America
and the Caribbean (ECLAC), the Regional Office
for Latin America and the Caribbean of the United
Nations Food and Agriculture Organization (FAO)
and the Inter-American Institute for Cooperation
on Agriculture (IICA) for 2011, entitled The
Outlook for Agriculture and Rural Development
in the Americas: a Perspective on Latin America
and the Caribbean. The report is divided into
four sections, comprised of 11 chapters and a
statistical annex.

Section I. Macroeconomic
Context

This section contains an analysis of the interactions
among the volatility of agricultural prices, the
financial and macroeconomic conditions of the
international context and the performance of the
region’s economies.

International food prices began to rise again during
the second half of 2010 and this upward trend
continued in the first half of 2011. Following sharp
increases in 2007-08, prices stabilized in 2009, due
to the combination of the economic downturn and
the financial crisis that affected the global economy
during the second half of 2008 and in 2009.

The analysis considers the factors responsible for the
fluctuations in agricultural prices and highlights the
importance of governments being able to respond
more quickly and with more suitable policies to any
future price spikes. It concludes that variations in
prices are due to a complex set of variables, some
related to structural determinants of supply and
demand, but also to cyclical factors. Furthermore,
the behavior of domestic macroeconomic variables,
responding to specific policies, affects the evolution
of international prices. Some examples of this are
the pressure on the real and financial demand
created by expansionist monetary policies, and the
stimulation of the region’s imports as a result of the
devaluation of the dollar.

The analysis concludes that the relationship is
two-way, with the behavior of the macroeconomic
variables impacting the evolution of international
prices, and vice versa.

« A perspective on Latin America and the Caribbean «



Orther issues analyzed in this section are: a) the
channels via which wvolatility is transmitted, in
order to understand the manner and speed of the
transmission of international commodity prices
to domestic prices; b) the differences between
countries (depending on whether they are net food
importers or exporters, or their level of dependence
on imports); ©) the influence of the structure of
production and policies: and, d) the impact of
international price shocks on the macroeconomy,
specifically on inflation levels. Based on the results
of the analysis, it is recommended that the outlook
for commaodity markets be included explicitly in the
formulation of macroeconomic policies, as a way to

reduce speculation and help combat inflation.

The analysis presented in this section sugpests that
the volatility of international commodity prices
impacts the stability of the countries’ exchange
rates due to two factors: a) variations in the value of
expaorts and imports: and b) the effect on the capital
account and the expectations of the financial apents,
which discourape investment. The effects are felt by
not only the sectors impacted directly by changes
in prices, but akso by the production structure as a
whaole and the long-term objectives of social policies
and policies designed to develop production.

Section Il. Sectoral Analysis

Sectoral comtext. This section focuses on the
growth of apricalural activities in LAC in an
international environment characterized by rising,
cyclical and volatile prices. The data on Agricultural
Value Added (AVA), adjusted to reflect better
the growth of the real income of the factors of
production, shows that there were opdes during the
last decade in which real income grew much more
strongly than production volumes. Real agricultural
income in LAC prew by 13.3% in 2002, 10.2% in
2003, 10.9% in 2007 and 10.1% in 2008, while

growth in the volume of production never topped
5% in those years.

The rate of adjusted AVA has varied in different
parts of the region. While the Southern Cone
has experienced annnal average rates of growth of

4.5%, the rate in the other sub-regions has not
exceeded 2.5% (2.5% in Central America, 2.4%
in the Caribbean, 2.3% in the Andean Repion and
2.2% in the Northern Region).

In recent years, the trend in real agricultural income
in LAC has larpely mirrored that of international
prices. It is predicted that apriculoural prices will
continue to rise in the long term, but with major
fuctuations in the medium term and preat volatiliy
in the short term. The bippest cause.of price variations
and volatility are the cydes or fluctuations around
the trend. sugpesting thar the most important
challenge is to establish countercyclical policies to
cushion the negative effects when prices fall (or rise
for buyers) and reduce the costs associated with
the uncertainty of not knowing in which direction
prices are headed in the short term.

The chapter concludes by recommending that
the countries endeavor to pain a better prasp of
the structural and cydical factors thar restrice
the prowth of the supply. so they can adope
better policies to tadkde the challenges posed by a
structural increase in the demand for apricultural
products, and take advantage of the opportunities
that arise. The report also recommends analyzing
the confluence of the demand and supply factors
responsible for the wends, cpdes and wvolatility of
apriculoural prices, with a view to designing much
more strategic public policies, with differentiared
actions for the short, medinm and long terms, and
for comprehensive risk management.

Agriculture. The report notes that apriculiural
production in LAC was higher in 2010 than in
2009 and that, in general, the results were quite
good. Cereals performed the best, with production
up more than 7% over 2000. The factors chiefly
responsible for the variations in production were
chanpes in climatic conditions, followed by changes
in the area under cultivation and in prices.

Apricultural production is expected to grow in
2011, with cereals leading the way, but measures
to improve the performance of agriculture will
be needed in the long term. Some of the most
important predictions are that- a) enerpy and
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food prices will rise in real terms over the long
run; b) China will continue to be one of LAC’s
most important partners, demanding more food
products, which will help revive agricultural trade
Hows; c) the need to achieve food security will make
it necessary to produce more good-quality food and
to do so competitively; and, d) the development
and improvement of research, innovation and
information in the countries will continue.

The report concludes that the agricultural sectors
of LAC should view the long-term trend of higher
agricultural commodity prices as an opportunity,
because some countries have land available that
could be incorporated into production and the
region possesses a relative abundance of water,
biodiversity and human resources. However, it
also highlights the continued existence of major
technological gaps, which — if overcome — would
raise yields and thereby increase food production
significantly.

Livestock. The report states that global meat
consumption rose by 2.5% in 2010, with poultry
and pork consumption up 4.2% and 2.7%,
respectively, and beef consumption down -0.2%.
Milk production varied significantly in the different
geographical areas: while in North America, Oceania
and Europe it grew at below average rates, in South
America (especially in Brazil, Chile, Colombia and
Venezuela) and in Asia growth was much stronger.
The outlook for 2011 is good, especially because
the industrial meat and milk sectors have achieved
significant horizontal integration.

Thanks to the growing demand for meat and milk,
the outlook for the livestock sector in the years
ahead is one of great opportunities. However, given
the increasing use of biofuels, it is predicted that
there will be continued pressure on the prices of
some inputs, especially grains. In addition, the
biggest challenge that the commercial, intensive
livestock sector will face will be to achieve greater
efficiency and a better balance between the financial
benefits for companies and the social benefits for
consumers and communities. The strengthening of
family livestock production and its integration into
markets would appear to be an important strategy

for improving the supply of protein foods and
enhancing food security programs in vulnerable
communities. The promotion of innovation, free
competition and training for human resources will
be of key importance for this sector. Two other
challenges for the sector in the years ahead, related
to the environment, will be climate change and
natural resources management.

Fisheries and aquaculture. Commercial
fishing has reached its maximum sustainable
production level in LAC, with falls in the catches
of some species suggesting that overfishing is
occurring. Strong growth is one of the reasons why
aquaculture has become increasingly important over
the years. Despite the fact that the rate of growth in
Latin America and the Caribbean fell from 13.3%
per year in 1999-2004 to 6.3% in 2004-2009, it
remains the fastest-growing activity in the food
production sector.

South America continues to be the regional leader
in commercial fishing and aquaculture. The latter
activity is still developing ata moderate rate in many
countries of the region and diseases remain a threat,
especially in Chile and Mexico, where epizootics
have affected production and employment.

The LAC countries need to take a fresh look at
small-scale producers in the fisheries sector and
create a new institutional architecture to improve
sectoral governance. The chapter emphasizes
the need to gain a better understanding of the
species exploited by the fisheries sector, and of the
dynamics of the populations involved. Therefore, it
is recommended that scientific and technological
development focus on production activities that are
adaptable to climate change. It is also recommended
that the countries make renewed efforts to promote
their domestic markets, in order to formulate
national strategies to encourage the consumption
of fishery and aquaculture products; increase and
improve sectoral information; and strengthen
regional support structures in order to reduce the
risk associated with aquaculture.

Forestry. According to data produced by FAO,
23.6% of the world’s forests are to be found in
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LAC, with the countries that have planted the most
forests in the region being Brazil, Mexico, Chile,
Peru and Urnuguay.

The los= of forest cover between 2005 and 2010
was slightly less than during the period 2000-2005,
when up to 4.8 million hectares were lost each
year Forestry's contribution to the region’s GDP
has increased steadily, rising from US$30 billion to
115540 billion, and accounting for 6% of the world
total. On the other hand, the total carbon stored
in the forest biomass fell during the period 1990-
2010 and official information about non-timber
forest products (NTFFs) continues to be in shomnt
supply. The problems faced by countries in the
region include soil depradation and changes in land
use, while the limited amount of water availahle
is a serious problem in the Andes and on some
Caribbean islands.

Some of the public policy options recommended are
as follows: a) encourape, as part of the region's forest
development stratepies, investment by the private
sector in the establishment of forest plantations:
b) further develop mechanisms for payments
for environmental services that bemefit rural
communities; and, ¢) promote the management
of forest resources by rural communities. Actions
of this kind would help reduce poverty rates in the
region.

Section Ill. Rural well-being and
the institutional framework

Rural Hl-hing.TlLisserﬂunnfﬂqumrt
contains an analysis of the effecs of the 2008-
09 economic crisis on the rural milien, which
concludes that the negative impact was less than
expected. Also highlighted is the fact that the
trend in the rural poverty rate is similar to thar of
the evolution of agricultural production and the
economy in peneral.

The analysis shows that while both urban and rural
poverty fell between 2000 and 2007, thanks to the

growth of the repions economy and apriculmre,

the crisis caused it to rise apain. However, in 2009
poverty in the LAC region as a whole rose by only
0.1% and extreme poverty by 0.4%. The increase
was sliphtly higher in rural areas than in urban
areas. What the aisis did highlight was a peneral
trend towards a downturn in the job market.

The impact on poverty was limited for a number of
reasons, induding: a) the strategies implemented by
households, which combined apriculiural and non-
apriculiural income, to cope better with the crisiss b)
the positive trend in income from non-apricultural
work, which pardy offset the fall in income from
apriculiural work, income from self-employment
and, in some countries, the remittances received
from abroad; and, ©) income from transfers under

public programs.

The chapter concludes with a series of policy
recommendations. One issue that is hiphlighted is
the need for the region to indude in its political
apenda a debate on the situation of the rurl labor
market and the creation of decent employment, to

help reduce rural poverty.

Institutional framework. During 2009-2010,
nearly all the LAC countries, to varying degrees,
promoted peneral, sectoral and sodal policies
to address the wvolatility of commodity prices,
such as dimate change and the financial arises of
the most important economic centers. In peneral,
the increase in social assistance programs and
conditional cash transfers made it possible to offset
the impact of the global economic crisis in 2009
and reverse the trend in the growth of poverty from
2010 onwards.

It is worth noting that both net importing and net
designed to puarantee their citizens sufhcent
income to meet their consumption needs; and that
nearly all the polices implemented o promote
production consisted only of stopeap measures.

Furthermaore, the measures adopted by the countries
to puarantee producers income and promote
food production included purchases by the State,
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guaranteed prices, direct payments, arrangements
within chains, stabilization funds and the re-
establishment of extension systems. However, most
countries made only limited efforts to enhance the
institutional framework and assign more financial
resources for that purpose. Consequently, many of
the actions implemented will not be sustainable
unless there are improvements in those areas.

The region weathered the 2009 crisis with good results
and if the hoped-for economic recovery materializes
in 2011, it will help consolidate the region’s long-
term growth. Nevertheless, there is an urgent need to
reverse the inequalities within and among countries
in the region in order to provide solutions to the
needs, not only of rural inhabitants, but also of
the population as a whole.

With the region expected to continue to be a
major supplier of food and raw materials, it is
anticipated that the countries will gradually
recognize agriculture’s true importance as an engine
for development. That should be reflected in
greater public investment and more efficient public
spending, and in the definition of the medium- and
long-term policies required to enable the sector to
realize its potential.

It is recommended that the countries strengthen
the legal frameworks for the public agricultural
institutional ~ framework, to facilicate  the
implementation of policies; gradually develop
State policies rather than purely sectoral ones for
agriculture, with a medium- and long-term vision;
incorporate climate change into their policies; and
increase investment in agriculture following the
logic of development objectives.

Section IV: Use of ICTs
in agriculture and rural
development

The Special Report, which on this occasion focuses
on the use of information and communication
technologies (ICTs) in agriculture and rural
development (chapters IX, X and XI), analyzes

the role that ICTs can play in tackling the new
challenges of agricultural development in LAC. It
is argued that, as in every other area of society, ICTs
have the potential to transform the relationships
among the stakeholders in agriculture and the rural
milieu. The incorporation of ICTs into agrifood
chains would enable those who produce, process
and market agricultural products to better monitor
and forecast harvests; reduce risks related to climatic
conditions, price volatility and the spread of diseases;
create and strengthen small family businesses;
facilitate transactions; and spur the development
of innovations throughout the chain. Similarly, the
adoption of ICTs by institutions working in the
agricultural sector and the rural milieu could make
the processes of those institutions more transparent,
increase their geographical coverage, save human
and economic resources, and expand the range of
products offered.

Although positive results have already been achieved
with regard to both production and institutions,
efforts to increase access to and the use of ICTs in
agriculture and the rural milieu in LAC are still at
an embryonic stage. While most of the stakeholders
in agrifood chains use ICTs for communication and
basic searches for information on the Internet, ICTs
have largely been used by the public institutions
with responsibility for agriculture to facilitate their
internal administrative and budgetary management
processes, with little importance being attached
to the use of such tools for technical assistance or
extension activities, or to enable their clients to
process documentation.

If the LAC countries wish to increase the impact of
ICTs in agriculture and the rural milieu, they must
endeavor to increase connectivity in rural areas, and
devise and implement public policies to promote
access to such technologies and increase their use
throughout the national institutional frameworks
(e-government, digital agenda, etc.). Actions of
this kind are essential to laying the groundwork for
subsequent efforts to reduce the cost of technology,
increase the usefulness of the content available on
line, and reduce the reluctance of rural agents to
adopt new production and business management
technologies, among others.
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Macroeconomic context

Price volatility: from agricultural markets to the performance of
the regional economies

Increasing exchange-rate instability, compounded by the volatility of international
commodity prices, tends to discourage investment and is affecting the productive
structure.

:) Facts

+ The world economy has been showing signs of

further in 2011, driven mainly by the behavior

an uneven recovery: the projected global growth
rate of 4.5% for 2011 and 2012 conceals
disparities between the advanced economies
(2.5% growth) and developing countries (6.5%)
(IMF, 2011).

ECLAC (2011) forecasts that the region will grow
by 4.7% in 2011 and about 4.1% in 2012. As
has been the case over the last few years, the
fastest-growing economies in 2011 are in the
South American subregion (5.1%), followed by
Central America (4.3%) and lastly the Caribbean
(1.9%).

Nearly three years after the outbreak of the
economicfinancial  crisis  of 2008, many
advanced economies continue to display high
rates of unemployment and unhealthy financial
and sovereign debt figures. In Latin America and
the Caribbean, in contrast, Sustained economic
growth is also enhancing the economies’ job-
creation capacities, and the unemployment rate is
expected to fall again in 2011, to between 6.7%
and 7% —below pre-crisis levels (ECLAC, 2011).

The world economy has been under increasing
inflationary pressure, which could strengthen

of the emerging economies, in which food and
energy products account for a larger share of the
consumption basket (IMF, 2011).

Data from the Economic Commission for Latin
America and the Caribbean (ECLAC) for 22
countries show that, in May 2010, year-on-year
price increases among food products in the
region were running slightly ahead of the general
inflation rate (6.7%, compared to 6.1%), but in
May 2011, the difference was greater (9.5%,
compared to 8.1%). Nonetheless, considering
the first five months of 2011 alone, food price
inflation in the region has been slightly lower
than overall inflation (2.6%, compared to 2.8%).

In response to the global concern about the
rise in food prices over the last few years, and
its impact on food security, the G-20 countries
recently prepared a Plan of Action (G-20, 2011).
One of the points addressed is the need to
manage risk and volatility on agricultural markets
by creating an agricultural market information
system and implementing counter-cyclical
policies with private-sector participation.
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* Prce volatlity and the macrocconomic
context

The sharp increase in international food prices
that ocowrred in the second half of 2010 has been
a source of concern for povernments, international
orpanizations and non-governmental organizations
(MGOs), both in Latin America and the Caribbean
and in many other countries.

The food prices index estimated by various
international organizations, jumped by abour 30%
in nominal terms between June and December
2010 (see figure 1). The rising trend persisted in
the first few months of 2011 when the food price
Organization of the United Mations (FAOQ) posted
an all-time high.

The rise in 2010 and the first few months of 2011
can be seen as the resumption of the behavior of food
prices between 2007 and 2008, following the hiams
in commaodity-market trends caused by the global
economic-financial crisis. It is worth noting that the
sharp price hikes seen in 2007-2008 was neither the
first nor the most intense episade of price increases
among food and other basic products over the last
&0 years.

In the 19505, during the Koman War, and apain in the
mid-1970s, during the oil crisis, the rise in prices was
alsn preceded by several years of sustained economic
rise in commodity prices has been unprecedented in
terms of the duration of the rise and the number of

Figure 1. Commodity price indices
{March 1992 March 2011)
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Source: World Bank (online database hitp://bithy/alWjPo), FAD (Available at httpe//bitly/o35wIK), IFM (Auvzilable
at hitp://bithynLNDE), UNCTAD (Awailable at hitp://bit by Tyl
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After dowing down in the period mma:lmd].r
following the global economic crisis, international

commaodity prices have resumed their upward trend.
In the second half of 2010, the mast significant price
increases were those of wheat and maize, given their

importance as basic food products for a larpe sector
of the word's population.

Berween June 2010 and April 2011, the price of
wheat increased by 120% in real terms, while

the price of maize mse by 115%. Other products
experiencing tial price rises indude sugar
(76%), Arahica coffee (30%), soya and palm oils
(54%) and soybeans (34%). Among non-food
apriculiural products, there were sharp rises in the
prices of cotton (81%) and rubber (33%). Apart
from cotton, the cases of wheat, maize, coifee
and sugar (see figure 2) stand ot because of the
acceleration in their price trends (compared to
the first half of the 2000s), and the high level of
volatility shown over the last few months.

Thaose trends have served as a wake-up call to the
international community, revealing the need for a
better understanding of the factors that determine
recent floctustions in agriculoural prices and

Figure 2. Real agricultural produdt prices
{Deviation from the 2000-2005 average)
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Note: The prices are expressed in United States dollars at constant 2000 prices.
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for an improvement in government capacity to
respond in good time to potential and significant
price rises in the future. Variations in the prices
of foodstuffs and other commodities depend on a
complex set of variables that include the structural
determinants of supply and demand, along with
circumstantial factors linked to the formation of
price cycles. Many of those topics will be discussed
in detail in this document in the chapter on the
sectoral context.

Apart from the sector determinants, a number of
macroeconomic variables abso affect the behavior
of commodity prices. Orwer the last few years, the
expansionary monetary  policies  implemented
in various advanced countries, in response to the
global economic-financial crisis, fuelled commodity
demand (both real and financial). In addition, the
devaluation of the United States dollar has stimulated
commadity imports, since the international prices
of those products are expressed in that currency:
Some studies conclude that the cument tendency
of commodity prices to move in coordinated
fashion, is due precisely to the crosscuming and
simultaneous effect of macroeconomic variables on

The behavior of commaodity prices also has effects
on macroeconomic variables, particolarly in
situations of high volatility which have prevailed
over the Last few years. This chaprer focuses on the
analysis of those effects, piven their importance
for the economies of Latin America and the
Caribbean.

In the macroeconomic domain, price surpes
contribute to accelerating inflation and exchanpe-
rate volatility, in both commodity-importing and
commodity-exporting countries.  In the laer,
there is a tendency to concentrate production
and exports in commodities, thereby further
appravating the vulnerability of those countries
to international price fluctuations. Other effects
noted include a loss of productive efficiency.
greater variability of the tade balance, less
availability of fiscal resources, reduced food and

nutritional security, and the possibility of political
and social instability:

* Transmission of agricoltoral-market
volatility to the economies

In the absence of policies capable of counteracting
its effects, the increased volatility of international
apriculiural commodity prices could have serious
macroeconomic  implications for the regon’s
economies, initially affecting not only the rade
balance, but also domestic inflation and the behavior
of the exchanpe rare.

Given the primary importance of controlling
inflation among the policy objectives of the region’s
ECOMOMEEs, if 5 nNol SUrprising to s8¢ COUNLTiEs
reacting to the threat of higher international
commadity prices (fuels, minerals and apricultural
products) with policy packages that combine
traditional and heterndox economic stabilization
medhanisms.

The intensity and range of the measures adopted
has varied from country to country, according
to their perception of the threat — the expected
impact of the rise in international prices on the
local economy — and the mechanisms available to
national institutions o manage economic policy:

Net exporters and importers of apricultural
commaodities display major differences, but also
similarities in the way they react to the expected
impact of an increase in the level and volatility
of interational prices on domestic economic
variables.

trade balance and, possibly also on the exchange
rate, those countries face apparently opposing
challenges: impaorting countries experience growing
pressure on the financial account of the balance of
payments (given the need to finance the likely rade
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In the medium and lonpg terms, however, one of
the main challenges, in commodity-importing and
commaodity-exporting countries alike, i o maintain
domestic price stability. Both proups of countries face
changes in international prices {which are sometimes
abrupt), and they have to decide the extent to which
those variations should be allowed to pass through
to domestic markets (Lustig 2008).

Althouph the exporting countries may have
producers and traders who pain from the rise in
prices — given the change produced in relative
prices — those gains can be cancelled out socially

if the effects of the initial shock are transmitted
to the rest of the economy, resulting in a rise in
the overall price index that elicit policy responses
which usually have a nepative impact on potential
economic growth.

The rise in consumer prices in 2005-2010 affected
both net food-importing countries and net food-
exporting countries (see fipures 3 and 4).

In some cases, such as Latin America and the
Caribbean, this acceleration has acmually been more
intensive among countries that are net exporters of
cereals and oilseeds and therefore import less of those
products, such as the members of MERCOSUR
plus the Plurinational State of Bolivia

Figure 3. Median levels of the adjusted consumer price index (2005=100)
(Monthly data, 2000-2010)

Source: Prepared by the authors, on the basis of Wordd Bank. Available at (hitpy//bithy/falW§Po)
Note: The countries were dlassified by income level (World Bank dassificafion) and the level of reliance on food

imports {FAD dassification’).

+ A perspective on Latin America and the Caribbean .

o



Figure 4. Latin America and the Caribbean
(Median levels of the adjusted consumer price index; 2005=100)

Source: Prepared by the authors, on the basis of Wordd Bank . Auailable at hitp://bit hy/alWijPo.

Note: The Latin Amercan courtries were classthed

to the trade balance of those muntries intwo cat-

egovies: Cereal oops and oikseeds. The smaller the balance, the greater the reliance on imports.

The various channels throuph which the surge in
international commodity prices are transmitted
to local macroeconomic indicators has been the
subject of much research in recent years. The aim
has been to attempt to0 understand the mode and
speed of the transmission, analyze differences
The following paragraphs summarize the main
conclusions of some of this research.

When analyzing variations in international
commuodity prices, it needs to be remembered thar
final consumers do not those prices directly,
for the simple reason that they do not consume
commaditiess — crude oil or wheat prain — as
commodities as inputs (Hobijn 2009). Thus the
prices quoted internationally, and their behavior, are
just one of the variables that compose the national

consumer price index.

+ International commodity prices impact
local consumer prce Indices

The effect of international prices on domestic prices
depends not only on the share of commaodities in the
composition of final goods (shown inthe input-output
matrix), but also on the productive structure (the
depree of concentration of suppliers and processing
firms, for example), tgether with other Gctors thar
affect the transmission of international prices to local
prices, such as wrade barriers and policies to suppore
production and consumption (see box 1).

Products such as fuels or metals intervene in cost
formation in a very wide ranpe of production and
service sectors, either directly or indirectdy, through
transport and construction costs, for example.
In the case of agricultural products, variations in
international prices can also affect national price
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price inflation, or indirectly, such as in the formation
of expectations and workers’ wage demands, which
are subsequently passed throuph as adjustments to
prices to final consumers in a very wide variety of
sectors (Cheung and others, 2008; Plosser 2009).

Several recent studies (Cheung and others, 2008:
IMF 2008: Lustig 2008) have shown that the
extent to which agricultural commodity prices are
passed through to national price indices  tends
to be preater in less developed countries, owing to

the importance of those products in the domestic
less capacity (financial and institutional) o adopt
policies capable of insulating domestic markets

from the volatility of international prices.

The International Monetary Fund (IMF 2008)
has estimated a 0.37% incresse in the general price |
index for every 1% increase in food price inflation
in countries not belonging w the Organization for |

Economic Cooperation and Development (OECDY).

A 13-country study published by the Inter-American
Development Bank (IDB) {Lora and others, 2011}
finds thar the degree tm which international price
chanpes are reflacted in the peneral price index :

is preater in the case of food producs than oil

The authors conclude that in four countries (the
Dominican Republic, El Sabvador, Guatemala and
the Plurinational State of Bolivia), the domestic :
consumer price index (CPT) rose by over 0.1% for |
every 1% increase in international prices, with a
six-month lag, and between 0.05% and 0.1%, in :
six other countries (Bahamas, Colombia, Ecnador, |
Honduras, Panama and Peru). The weakest impacts

have been in Brazil and Mexico.

Oither studies show that, even in countries where
food products account for a small share of overall
consumption, if the magnitude and duration of :
the changes in international prices are sufficiendy |
significant they can still affect domestic inflation
indices. In the United States, for example, it is
estimated that the rise in agriculmral product prices
between 2006 and 2008 contributed rouphly 0.4
percentape points to the consumer price index :

(3.2% per year in the period).

The fact that the movement of international prices
may or may not be coordinated, with respect to
various basic commodities, at one and the same
time, is not an immaterial matter since, if it &, the
impact on the domestic CPI will be greater. In the
case of food products, a coordinated price movement
makes it harder to adopt consumption substitution
strategies, for mample. Moreover, the effect of a
rise in the prices of variouws producs on peneral

) Box 1. Pass-through of international
prices to local agricultural markets:
evidence for developing countries

Despite the international backdrop of wolatile and
nsing intemational pnces dmven by multiple faciors,
the passthrough to domestic markets s neither
complete nor raped. A study for 76 countnes (Hoyos
and Medvedey, quoted by De Jarwry and Sadoulet
2010} hinds that on average just 180% of the nse
in intermational pnoes - =3
fed through to domestic markets. Another study for
the region (Dutoit and others, 2010) finds that of
19 products and markets analyzed, only frve display
condusive esidence of prce pass-throwgh,

The pass-through of pnoes to domesbc markets
is heterogeneows, owing to sharp differences
between countnes in terms of the dharactenstics
of produd supply (whether the country 5 self-
sufficent a net expoder or a net mmporter),
the eostence of domestic-market distorbons
{monopolies  in prodwchion,  destnbution,  or

2), the emstence of substitute produds
on domestic markets, the applcation of tanffs and
other restrichions on iImports or exports, exchange-
rate distortions, and other factors (ECLAC, FAD and
NCA, 2011).

The mmpad of intemabonal pnoces on domestic
Consumer prces also vanes according to the
agncutural produchion chain. The edent to which
prces are transmitied to the final consumer = highly
vanable and depends on the nature of the product,
the structure of the produdive chain, and the relative
weight of the commodity in the final prodect
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inflation also tends to be more direct, since different
productive chains face a oost increase simultaneously,
which has a more widespread impact on inflationary
expectations among businesses and consumers.

Orver the Last few years, the diversity of product lines
affected within the three main catepories (energy,
metals and agricultural products) wasunprecedented.
Apart from the impact that a simultaneous rise in
prices in these three product catepories has on the
economies in question, there can also be a feedback
effect among them. Lombardi and others, (2010}
show that individual commeodities within a piven
catepory tend to move topether, with the behavior
of some commodities predominating over others.
In some cases, it is also possible to identify joint
movements among products in different catepories.

In the case of the recent price hikes, the authors
found that the joint behavior of food prices is
determined by movements in the prices of maize,
cocoa and wheat, whereas increases in the prices of
metals penerally also influences food prices. It has
also been found that oil prices are decisive for the
behavior of sugar prices, but not for the prices of
other food products, mainly owing to supar’s links
with the enerpy sector throuph biofuels.

» Commodity-price shocks have a wide-
ranging macrocconomic effect

Acmording to Ocampo (2011), the typical price
fuctuations seen on international commodity

markets make macroeconomic policy management
in natural-resource-based economies particulardy
challenging. The volatile behavior of commodity
prices in the medium and long terms, in conjunction
with shocks characterized by sharp changes in the
prices of those products in the short term, can
affect fundamental macrosconomic variahles such
as inflation, the level of economic activity, the
exchange rate and finandial stability.

As an important varizhle in the composition of
inflationindices (orin the formationofexpectations),
the behavior of international commodity prices
affects monetary and fiscal policy responses, and
even financial regulation.

Akram (2008) considers the effect of Auctuations
in oil and food prices on global economic activity
{proxied by OECD-member countries, the real
short-term interest rate in United States and che real
effective exchange rate in that country). The results
of that study show that the variable most affected
by chanpes in international prices is economic
activity, with variations in oil prices being more
important than changes in food prices in this regard.
MNonetheless, despite having a pentler global effect,
variations in food prices are more important for the
behavior of the real interest rate than variations in
the oil price are, possibly owing to their potential
impact on inflation.

Lombardi and others (2010} also consider plobal
data and find that chanpes in non-enerpy commeodity
prices only have a minor effect on fundamental
mic variables; but they do not rule out
the possibility of a preater effect in countries that
are producers or major importers of commaodities.

Fluctuations in international commodity prices also
have direct impacts on foreipn-exchange flows, and
can be decisive for the exchange rate. For example,
in commodity-exporting  countries, exchanpe-rate
appreciation is a natural consequence of the adoption
of a flexible exchange-rate policy when international
prices are rising. In this case, curmency appreciation
generally helps to keep domestic prices under control,
by making internationally tradable poods cheaper:
but it can abso have longer-term impacts on expornt
competitiveness. A second-order effect relates to the
inflow of foreign financial capital attracted by the
expectation of a rise in interest rates and the potential
gains from exchange-rate appreciation.

In countries that have less flexible exchange-rate
policies and that thus lack the exchange-rateweapons
needed to help combar crises and price surpes, the
acceleration of inflation over the last few years seems
to have been even stronger (Habermeder and others,
200%; Lora and others, 2011). The low interest-
rate policy implemented in the United States and
other central economies makes it difficult for those
Countries to raise interest rates in the proportion
needed to combat the rise in prices, owing to the
risk of attracting even more foreign capital.
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Financial flows, penerally short-run, bring volatility
to the economies and put additional pressure on
domestic prices: the currency appreciation induced
by capital bonanza periods penerates gains that boost
appregate demand, whereas devaluation during crises
penerate capital losses, with recessionary effects
(Ocampo 2011). Those fows thus tend to be pro-
responsas, particubarly monetary and exchange-rate
policies. In other words, capital flows create pressure
for the monetary authorities to lower interest rates
{or alternatively, allow currency apprediation) during
cydical upswings and to raise them (or devalue the
exchange rate) in times of crisis.

The pro-cyclical impact of capital flows on the
economies is not unredated to the varation in
international commodity prices or the position
that commodity-exporting countries have in the

ive markets. In fact, there is preater volatility
in the real effective exchange rate of countries that
export cereal crops and oilseeds in the region,
topether with greater appreciation of their currencies
in years of rising prices (see fipure 5).

Since the mid-1990s, the capital and financial
account halances of those countries have also been
much more volatile (see fipure 6).

The volatlity of international prices and,
consequently, the exchange rate, tend
have nepative effects on levels of investment,
productivity and innovation, piven the preater
uncertainty perceived by economic apents. In line
with what happens with the pro-cydical trend of
policies, market incentives also tend to increase the
economies’ specialization in commodity-producing
sectors, which have benefited from rising prices, thus
reproducing previous inefficiencies and supporting
a form of growth that is usually unsustainable.

The diversity of variables potentially affected by
price behavior requires a wider variety of policy
tools 0 maintain economic stability in sitations
of high volatility on international markets, a5 seen
in recent years. The central idea of operating with
a broad policy package is to reduce the volatility

macroeconomic policies.

Figure 5. Latin America and the Caribbean
(Median levels of the real effedive exchange rate index, 2000=100)
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Source: Prepared by the authors, on the basis of figures provided by ECLAC. Awailable at hitpy//bithy/gfhOp

Mote: See the note to figure 3.
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Figure 6. Latin America and the Caribbean: capital and finandial account balance
(Quarterly data in USE million)

Source: Prepared by the authors, on the basis of figures provided by ECLAC. fuailable at hitp//bithy/igithOp

MNote: Sea the note to figure 3.

According o Ocmpo (2011), several non-
traditional  instruments are pradually beinp
induded in the range of policies used by Latin
American countries to cope with international
price and capital-Aow pressures, including  active

of international reserves, won of
capital Aows, and the use of prudential regnlation
instruments. The region’s economic policymakers
are using that toolbox for counter-cyclical purposes,
particularly to mitigate the impact of capital flows
on the exchange rate and inflarion.

* Taking account of commodity-
market prospects when formuolating
macrocconomic policy could reduce
speculation and help combat inflation

There is evidence that financial-market trends have
a prowing influence on commodity prices in real-
sector markets. Close monitoring of the behavior
of commodity markets could, therefore, allow for

anticipatory macroeconomic policy responses and
thus prevent speculative bubbles developing on
those markets.

A review of possible misalipnments in commodiny
financial markets, and theappropriate policy response,
could act directly on one of the main current sources
of price volatility and, at the same time, discourape
financial speculation and improve economic
apents’ expectations reparding the seriousness and
effectiveness of macroeconomic policy to combat
inflation (Wadhwani 2008, Cheung and others,
2008, Krichene 2008, Plosser 2009,

Given the plobal scope of capital markets, to be
really able to reduce speculation and thus ac
on one of the sources of pressure on commodity
prices, a coordinated international effort would be
needed to share key information, with a view o
understanding the behavior of those markers and
improving the transparency of the macroeconomic-
policy responses adopted.
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The economic authorities, and the economies, in
general, stand to benefit from a better appreciation
of the behavior of currency markets, particularly
if they are factored into medium- and long-term
macroeconomic policy-making. It would therefore
be possible to produce more accurate projections of
expected price fluctuations, given the contribution
of those variables to the trend not only of inflation
generally, but also core inflation, which excludes
fuel and food prices (Lee 2009, Krichene 2008).
Secondly, an additional advantage of reacting early
to potential misalignments of prices on commodity
markets is the possibility of reducing business-cycle
fluctuations and the normally pro-cyclical nature of
macroeconomic policy through greater control of
volatility and speculation. This would make it possible
to achieve a broader range of macroeconomic policy
goals, as is needed in the current scenario.

e Conclusions

The key importance of the fight against inflation in
the region’s economies reflects the high social cost
paid in many Latin American countries in previous
decades, when inflation spiraled out of control.

As argued in the foregoing paragraphs, the volatility
of international commodity prices has an impact
on exchange-rate stability. The effect may either
be direct, through greater fluctuations in the value
of exports and imports of the products affected by
the price changes; or indirect, through an increase
in speculative capital flows and financial agents’
expectations of the future trend of the economy.
Growing exchange-rate instability, in conjunction
with price voladlity, also tends to discourage
investment, both in production for export and in
import-substituting industries.

The volatility of international commodity prices
has secondary effects on productive variables —
investment, productivity and innovation — not
only in the sectors directly affected by the price
changes, but also more generally, on the entire
productive structure. The incentives generated in
periods of rising commodity prices — for markets
and for the pro-cyclical policies that are the most
frequent government responses to those rises —
put long-term policy goals at risk, particularly those
relating to the productive and social development
of the economies concerned.
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Section lII:
Sectoral Analysis







The agricultural sector in context
Higher, more volatile prices and their impact on the growth of

the sector

Policies adopted to meet the challenges of increased demand for agricultural products,
and tap the opportunities they create, could be more effective if decision-makers had a
clearer understanding of the structural and short-term factors that prevent agricultural
production from increasing as fast as needed to satisfy that growing demand. For this to
happen, the different factors related to the demand and supply of agricultural products that
explained the trends, cycles and volatility in prices, must be analyzed as a necessary step
for the comprehensive management of risks and the design of much more strategic public
policies that call for the implementation of differentiated actions in the short, medium and

long term.

) Facts

+ Intimes of economic crisis or recession agriculture
serves as a buffer for the economy, not only

because it absorbs many of the unemployed in
other sectors, but also because its level of activity
remains fairly constant while that of other sectors
declines (ECLAC, FAO and IICA 2009).

* Trends
Growth of agricultural GDP in the region

In the last decade, real agricultural value added
(AVA) in Latin America and the Caribbean (LAC)
grew at an average annual rate of 3.2%, helped
along by a positive trend in agricultural commodity
prices. However, this growth was not without its
ups and downs, as manifested in the 4% drop in
2009, after a 4.8% increase in 2008. See figure 7.

Even though the AVA refers only to changes in the
physical value of production (volume), whether it
rises or falls depends on what happens with prices;
high prices were a stimulus for farmers to increase
production (and vice versa).
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However, increases in the volumes produced did
not always lead to an increase in real income in
the sector. When the AVA is deflated by a price
index which reflects the costs of all the goods and
services of the economy (the GDP implicit price
deflator), it revealed that agricultural income did
not follow the same growth path as real AVA. See
figure 8.

Unlike the real AVA, the adjusted AVA depends
on the evolution of agricultural commodity prices
vs. prices in the rest of the economy (Paz et al.
2009).

Like the real AVA, the trend in the adjusted AVA
is also positive, but it is growing at a faster pace
(an annual average of 3.8%). The most important
difference between the two indicators is the fact
that the positive cycles were significantly higher
in terms of income than in terms of volumes
produced. Indeed, in constant terms, income grew
significantly in 2002 (13.3%), 2003 (10.2%), 2007
(10.9%) and 2008 (10.1%); by comparison, the

increases in volumes produced never exceeded 5%.

Although, on average, the adjusted AVA grew more
than the real AVA, such growth was not equal for the
entire region. While in the Southern Cone the adjusted
AVA grew at a rate of 4.5%, the rate reported in the
other regions never rose above 2.5% (2.5% in Central
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America, 2.4% in the Caribbean region, 2.3% in the In the last five years, the highest prowth in the

Andean region and 2.2% in the Northern region). region (13.9%) was reported in 2007. Some prowth
. . rted in all the sub-regions, except the

The year 2009 was particularly difficult doe to a m.':.rel:u

decline of 5.8% in real income, artributed mostly C'“”hbun'j"h“'e extreme weather took a heavy toll

to the decline in the Southern repion (9.6%). on production.

Figure 7. Real Agricultural Value Added for LAC
(2000 = 100)
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Figure 8. Adjusted Agricultural Vialue Added for LAC
(2000 = 100)
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Evolution of prices and the origin of price
rdrLdtEens

[nvestment, ion and market decisions
would be more judicious if those making them
had a better ing of the origin of price
variations. The ability to understand and anticipate
how prices behave is also fundamental in designing
policies for the short, medium and long term.

The path they follow over time consists of four
principal components:

The first is the bmg-wrm sremd, explained by
structural factors (on both the supply and demand
sides) which require public-private actions over the
long term, to take advantape of opportunities it
offers and meet challenpes it poses.

+ A perspective on Latin America and the Caribbean .

Cycles or swimgs (ups and downs) constitute the
second component of variation in prices around the
long-term trend, caused by short-term factors thae
lead o deficits or surpluses of supply for relatively
short periods of time. Even thouph they are shont
term in nature, these cycles or swings can last for
more than a year, depending on the apricultural
activity involved and in the economic context.

The third component is seasomalicy, which refers to
the partern of regular movements over the course of
ayear. In peneral, seasonality is due to the fact thar
the harvest season lasts for only a few months, while

consumption is stable throughout the year

Lastly, the fourth component comprises frregndar
nartasions, which refer to very short-term, random
chanpes which do not follow a seasonal or cyclical

o



pattern. The magnitude of and speed with which
these irrepular changes, up or down, take place are
what is known as volarility. However, when cydes
and seasonality are unstable, and therefore difficult
to anticipate, they abso affect volatility, a5 will be
shown later.

The importance of differentiating among the
above-mentioned components is that policy

measures and private decisions must be very
different, when what is at issue is a response to
long-term trends or cycles or to very short-term
variations in prices.

Fipure 9 shows the four components for the FAQ
food price index, which we will look ar separarely.
Econometric methods must be applied to properly
isolate each component.

Figure 9. FAD food price index and components of vaniation
(2002-2004 = 100)
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In recent years, increases in apricultural commodity
prices have outnumbered declines. In May 2011,
the FAO food index revealed an increase of 134.8%
over the averape for 2002-2004. This increase exoee-
ded even the peak achieved in June 2008, when it
had prown 124.1% in comparison with that period.

hgm:u]tum] prices are not only rising, ]:lu.t have
been rising faster in recent years. up
monthly positive and negative chanpes in prices
during stipulated frve-year periods, it is clear that
the acoumulated pains increased from 25% in
2000-2004 1 61.6% in the last five-year period (60
maonths ending in May 2011. See table 1.

Table 1. Trend of the FAD food prices index
(Jan. 1998 to May 2011)

; Accumulated gains losses1!
Five-pear periods ending: Total foods® Trend *
Dec 02 -19.59%% 178T%
Dec 04 25.84% 15.86%
Dec. 06 3758% 47.48%
Dec 08 3406% 53.28%
Dec. 10 S0.80% 48.32%
My 11 81.63% 47.72%

! Acrumohied sum of momthly lopadthmie chanpes m moving fve Fear-pedbods
2 'Takes nto aceomat vamtions in trend, oycles, weasomlity and imegnlar vartions.
series related to trend and epele obiained from the X 12-ARTAMA procednre ({Cerms Bareon of the United

Seates).

If only the prices wend s taken into acoount
(ipmoring  cydes, seasomality and  irrepular
variations), the accumulated pains over five-year
periods are lower, and remain relatively stable: from
47.5% in December 2006 to 47.7% in May 2011.
This suppests that, at the time this study was carried
out, prices were way above their long-term trend
and, therefore, the market would take advantape of
the pains, forcing prices down.

hmu:edetmledaual}'nsh}rgmupﬁufpmdum
shows that all apricultural prices follow a similar
long-term path. Of particular note are the
accumulated pains over the last five-year perind
for supar (81.2%), oils and fats (60.11%), cereals
(52.9%) and rropical products (53.33%) There
were increases for meats and seafood, but they
were less sipnificant than they were for the overall
food index.

+ A perspective on Latin America and the Caribbean .
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The rise in prices over the long term is, on the one
hand, the result of structural factors that will result
in preater food consumption and increased demand
for apricultural raw materials, See box 2. On the
other hand, the factors that prevent apricultural
prodoction from increasing as fast as needed to
satisfy that growing demand will create pressure for
prices to rise. See box 3.

") Box 2. Factors related to demand
that account for the long-term trend
in agricultural prices

First of all, population growth will incease demand
for food, at the same fime the quanfity of natural
resources: available per capita to produce that food
will diminish quickly. By 2050, the world population
will b= more than nine billion, with most growth
ocruming in developing countries. In addition, the
percentage of people living in whan areas will have
reached 708k by then, compared with 49% in 2009,
and 70% more food will have io be produced than in
2005-2007 (FAO 2009¢).

Secondly, incomes will rise considerably in emerging
countries {three tmes more than in advanced
countries and two times miore than in rich coundries).
As a mesult, per capita consumption of food will
increase and eating habits will dange as consumers
purchase products with greater value added and
higher animal protein comtent. The consumption of
food will incresse rapidly because in the developing
countries, where low levels of income prevail, both
income and price elasticities of demand for are much
greater than in the developed countries, where per
capita income & much higher.

Thirdly, higher incomes will lead to greater
consumption of protein and, since more than half
of the cereals produced worddwide are used for
amimal feed, their production will have to increase
by nearly S0% i meat consumption increases to 52

kg in 2050 as expected, compared with 374 kg per
person in 2000

Lastly, greater demand for biofuels will make
it necessary to increase agricultural production
and will heighten competition for land for food
production. The OECD and FAD (2011} predict
that, by 2020, 1398 of grains, 150 of vegetable
pils amd Z0%: of sugar will be used to produce bio-
fuels (OECD, FAD 2011).

) Box 3. Supply factors that explained

the long-term trend in agricultural
prices

The following will continue to be the major limiting
factors that prevent agriculbure from growing as fast as
needed to satisfy inceased demand:

= According to Mellemann et al. (2009), the lack of
wiater will hinder efforts to increase food produdion
more than any other, and the demand for water
will have tripled by 2050, espedally if a scenario of
eradication of poverty and hunger is considered.

« In future it will b2 more dfficult to increase
prociuction by expanding the area under culthation.
The agriculbural lands owrently wsed for cop
cultivation total approsimately 1.6 billion hectares
(WRI). Even though there are another 2.7 billion
hectares with the potential to produce, avalable
mostly in Sub-Saharan Africa and LAC, most are
limited in their abiity to produce the foods the
population requires.

+ The degradation of soils will bz another imiting factor

» The negative efiects of dimate dhange in some
courntries wil be severe enough to wipe out any
increases in yvields achieved through the use of new
technologies, 002, fertilization and other fadiors
(Lobell et a. 2011). In addition, the impact is
expected to be more severe in tropical areas than in
temperate areas.

« Lastly, the cument gobal contest, characterized by
high levels of risk and uncertainty, has a negative
impact on dedsions regarding imvestment and
prociuction in the sector. Risk will be viewed by
companies as an additional cost, which will cause a
dedine in production and profit levels in agriculture
(ECLAC, FAD and IICA 2011}
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* Dutlook

Agricultural prices on the rise in the long
term

Acoording to projections from the beading- orranirations
in the feld (OECD, FAD, USDA and IFPRI among
oithers), the trend toward higher apricultural prices will
continue in the medium and long terms.

It is estimated that by 2020, the prices of butter,
chicken and vepetable oils will increase by 40%
or more over the average for 2001-2010; those of
sugar, corn, rice, pork, fish, cheese and skim and
whaole milk, by 30% to 40%: those of soy pellets
and beef by 20% and 30%. The price of wheat is
expected to drop by close to 20%, attributable to a
predicted drop in per capita consumption (OECD
and FAD 2011).

Increased demand for or use of apricultural products
and the maintenance of the reserves of those products,
or a reduction, are trends thar will appear in most
apricultural markess. It is projected, for example,
that by 2023, the stock-to-use ratio of corn will be
13.7%, which is below historic levels (FAPRI 2011).
In 2011 and 2012, in the cxse of cotton, that rato
will reach the lowest levels reported in the last 10 and
22 years in the United Seates and China, respectively.
In the case of rice, the averape ratio in the last five-
year perind is 20%, almost half of what it was at the
bepinning of the last decade.

In addition to the increase in the use of agricultural
products and the reduction in stocks, per capita
food production will o down. It is expected thar, as
was the cse of per capita cereal production, which
dropped from approximately 380 kg per capita in
the 1980s to an average of 340 kg in more recent
years (Mellermann et al. 2009), population prowth
and the impossibility of expanding the apricultural
frontier will reduce the quantity of food produced
per inhabitant, which evidently will contribute to
the trend toward higher food prices.

Price cycles and the effect of short-term
Jfacters

The cyclical factor is the most important component
in the recent trend in agricultural prices. However,
the challenges entailed are, however, diffcult to
surmount, given the fact that these cydes are
increasingly unstable, recur with preater frequency
and vary in terms of duration, mapnitude and rates

of growth.

Before the crisis of 2007-2008, the amplitude of
the cycles in apricultural prices was on the scale
of less than 10M%. Since that time, there have been
pasitive and negative cycles of differing lengths and
amplitudes. For example, in June 2008, prices rose
29.1%, above the long-term trend, and then fell to
18.6% in February 2009, to dimb again o 27.8%
in February 2011 (See table 2 and figure 9).

Table 2. Cycles in the FAD index of intemational food prices
(January 1998 to May 2011).

. Cyde !
Five-pear pediods to : - .
D 02 6.085% -4.05%
Diic. 4 T.05%% -5.63%
Dhie. 0§ T.058% 9287
Diic. 06 i -13.78%
Diie. 10 i o -18.62%
Mxyo 11 28124 -18.62%

! The X12-ARTMA tool and the Hodrick-Prescott process were msed to separxte the components of

trend, eyele, seasomality and irmepnlarities.

+ A perspective on Latin America and the Caribbean .
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The analysis by sub-groups shows that the extent of
the positive cydes is preater than 30% for oils and
fats, mllk_;.carealsandsugm: TI:H!ﬁﬂ:I.El’P.H:ﬂ.I.IEtE
materials (12%), tropical pmdul:l:s—mﬂ"a! {CaC30,
banana, orange juice— (15%) and sea food (15%).

One important characteristic of the cycles in periods
of crisis is that they can be sipnificantly correlated to
similar cycles in other markets; moreover, there are
common factors causing these swings, such as the
depreciation of the dollar, low rates of interest and
the global situation of greater risk and uncertainty:
(Frankel; Byrne et al. 2011).

Similar cycles for end products and for raw
materials and inputs especially affect the sector’s
profit margin, which depends directly on the level
of technology involved and on efficiency in the use
of inputs and naoural resources (ECLAC, FAO and
[TCA, 2011).

Theunstable and uncertain nature of the cycles makes
decision-making particulady difficult, especially for
B0DNOMIC apents with ing horizons that exceed
one month, which is the case for most agricultural
producers. The price cycles raise the cost of access
to food, create uncertainty with respect to the cost
of inputs and raw materials for the livestock sector
and for agro-industry, and discourape medinm and
long-term investment decisions.

The fact that cydes have such a significant effect on
prices means that anti-cyclical policies should be
adopted to soften the negative effects when prices
fall {or increase for the consumers), and to decrease
the cost of uncertainty caused by the inability to
anticipate the direction in which prices will po in
the short term.

) Box 4. Current economic factors

responsible for price cycles and
volatility

Firstly, frequent edreme dimafic events give nse
to recurrent periods of scarcty and abundance of
products on the market, whidh are responsible for hikes
in the price of ttu:-::l Recently, for emmple, there wene
stoms in the United States

that affected the p com; there were droughts in
Argentina that affected the produdion of ol seeds;
there was flooding in Australia and droughts in Russia,
Pakiztan and Ukraine which affected the price of wheat;
Australia and droughts ini Brazl which affected

price of sugar and droughts in Colombia and Brazil

which affected the price of coffes.

Secondly, the dose linking of agriculture to capital and
energy manets is a source of shor-term variation in
prices (Inwin et al. 2009). For eample, reodurent
changes in optimism in the intermational owrency
markets, which oeated a trend towards the buying of
Euros and the sale of dollars, thereby stimulating the
commodities market However, this frend was, however,
reversed with the buying of dollars and the sale of the
eurn, which in twn produced the opposite effect of a
fall in prices.

Thirdly, public polides can at times become factors that
distort the markets. It is estimated that maore than a thind
of 1.‘-— increases observed in the price of rice during
2008 period (127%), as well as a quarter
of thE inrease in the price of wheat (114
explained by changes in the polides of the oountries
which were trying to isolate themselves from the effects
of the indease in world prices (Marfin and Anderson,
2010).

Fourthly, and directly related to the limited amount
of fimely information, to the difhioulty in accessing
information and to the ok of transparency in the

marieets, at imes caused decisions refating to purchasing
and selling to be based on emotions assocated with
the oydes of optimism, enthusizsm, and euphoria.
Subsequently, these, emotions gave way io anety,
panic and depression in the markets. These oydes ae
compoundead by the cument conditions of greater risk
and uncerainty.
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High poi Levili
Volatility, in the strictest sense of the term, is the
speed at which changes in prices oocur, after the
trends, cydes and seasonality components are
discounted, (irepular component). This means
that the factors that cause volatility are random and
consequently impossible to predict.

Price volatility has been incressing from one five-
year-perind to the next, moving from 0.69% in
1990-1994 to 1.21% in the last five-year period
up to May 2011. This increase applies not only
to agriculural markets, but also to raw materials,
metals, energy and industrial markets (OECD and
FAO, 2011). It remains to be seen whether these

very dear cycles and price volasility will retum to
their “normal™ pre-crisis behavior once the world
financial and economic crisis is over. This is likely,
given their high comelation with cycles of recession
and word economic prowth, which are, ar the
same time, associated with the behavior of interest
rates and exchange rates and conditions of preater
un{entainty.

The volatility experienced over the past few years was
due mainly to the effects of the cpclical component
{See Table 3). Althouph total monthly “volatilicy™
of the food price index was 3.9% in the kast 5-year
period ending May 2011, if this volatility were
to be calculated only on the basis of the cyclical
component, it wonld triple o 13%.

Table 3. Components of volatility! in the FAQ intemational

food price index.

ml.i" ’;’_ Total food Trend? Cycle Seasonal Irregular
Dee. 02 L68% 0.48% 333% 0.56% 0.78%
D 4 155% 0.41% 3405 0.52% 0.65%
Dec. 06 L60%% 0.28% 414% 0.48% 0.73%
Dec 08 3.36% 0.30% 10.40% 0.57% 0.50%
Dec 10 3ET% 0.36% 1255% 0.72% 1253%
My 11 3.88% 0.35% 12 96% 0.80% 1.21%

! Standard deviation of monthly logarithmie changes orer 2 moveahle pecod of fre pears

2 alatility that takes into acconnt all the vamtions by trend, eyele, seasonality and irepnlary:

¥ EEmanates cycles, seasonality and irrepnhir morements. The Hodbek-Preseott filter is applied o the seses of oend and
cyele phimimed from the 31 2-ARTMA process (TTnited States Censos Boream).

* Conclusions

In order to strengthen the processes of formulation,
implementation and follow-up of public policies for
apriculture, better understanding is required of the
behavior of prices for agriculural products, as well
as the structural and short-term factors that impede

growth in supply at the rate required to satisfy the
growing demand for agricultural products.

In the medium and short term, the increase in price
volarility in apriculoural markets, as well as in the
metals and energy markets, will continue to be one
of the main challenpss to be overcome.

+ A perspective on Latin America and the Caribbean .
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This is why it & necessary to analyze the various
factors associated with the demand and supply of
To reduce the impact of these opdes and act in advance
of the mndom Gctors that canse price volatility is the

main shortcomings of public policies within the sectoc

Now more than ever, the State must promote the
inteprated manapement of risks in apriculture,
including market risks, production risks and
financial risks. This will allow public policies o
be formulated in 3 moch more strategic manner,
taking into account differentiated actions for the
short, medium and long terms.
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Agriculture

Latin America is capable of contributing to food security
worldwide

The need to guarantee food security worldwide and the upward trend in real prices for
agricultural commodities provide a great opportunity for agriculture in Latin America

and the Caribbean (LAC), thanks to the availability of land, the relative abundance of
water, the rich biodiversity and the human resources in the region. If the countries of
LAC are to seize this opportunity, they must produce more on the same amount of land,

especially in those countries where the possibility of expanding the agricultural frontier
is limited, and narrow the technological gaps that exist throughout the region, which will
require greater investment in research, development and innovation (R+D+i).

The volatility of commodity prices creates uncertainty. In response, governments must
avoid pressures to adopt restrictive trade policies that will further distort international
trade. Rather, they should push for a conclusion to the Doha Round of multilateral
negotiations.

) Facts

« Agriculture in LAC weathered the global crisis well + Latin America has great potential for

and is driving the recovery of the economies there
and in two important countries of the Americas:
The United States and Canada (Neuman 2010
and Agri-food Canada 2011).

Increased demand worldwide for agricultural raw
materials, especially from Asia (particularly China)
will create pressure to increase the production of

food and agricultural raw materials for non-food
pUrposes.

Afood crisis similar to the one in 2007-2008 could
occur in the future, considering that the world
population grows by some 78 million persons
per year, and generally speaking, has greater
purchasing power, that food production is not
keeping pace with consumption and that natural
resources are becoming increasingly scarce.

increasing agricultural production, thanks to
the availability of land in several countries
(Brazil, Argentina, Colombia and Venezuela)
and, to a lesser degree, in Peru, Paraguay,
Ecuador, Bolivia, Belize and Uruguay.

The rise in prices experienced since
August 2010 is more widespread than it
was in the 2007-2008 crisis and covers
tropical products (sugar, coffee, cacao,
dairy products and meat), also benefiting
producers in regions that do not have a
temperate climate also.

The effects of climate change are already
resulting in lower vyields for some crops
(Lobell et al. 2011, Ramirez et al. 2010).

« A perspective on Latin America and the Caribbean «



* Recent trends

Despite highly wvolatile apricultural commodity
prices and heavy crop losses due to adverse dimatic
conditions in different parts of LAC, in 2010,
apriculture performed well, according to preliminary
data from the countries and the results of a survey
conducted by IICA.E.

According to the survey, most of the countries
(60%) reported that apriculural production in
2010 excesded 2000 levels. Monetheless, 35% of
the countries, including Bolivia, Costa Rica, El
Salvador, Guaternala, Micarapua and Veneruela,
reported a decline in production in 2010, while 5%
reported no change. See figure 10.

Figure 10. How did agricuttural production levels vary from 2009
to 2010 in your country?

Mo change
GO,

Source: Prepared by authors, based on Agricubural Outlook 2011 questionnaines.

This opinion coincides with the preliminary 2011
dara from FAO for the main proups of products.
For example, production of cereals in LAC prew
by 7.1% in 2010, over 2009. This prowth may
be attributed to incressed production of coarse
grains and wheat, including record wheat harvests
in Argentina and Brazil, and bountiful maize

! A the epional keved, key informanis were consubied

harvests in Arpentina, Mexico and Brazil, which
compensated for the decline in rice production in
the region.

Data on cereal production in Central America and

Mexico reflect either a dedine or no chanpe, except
in the case of coarse grains, with Mexico reporting

resarding their perception of the evolation of apricaliure in peneral and the peformance

of the three most important produces of ach couniry. Three key informanis wers intervsewed in sch of 20 couniriss: one represenistive
of the minisiry of apricoliure, cne representmtive of sector trade asocistions, and coe fom an intemations] oEamizaton operasng inothe

rEspective oouniry.
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sipnificant growth. The situation in the countries
of the Caribbean (maize and beans was generally
satisfactory), despite the drier climate, except in
Haiti and Cuba, where production levels for 2010
fell below those in 2009,

The situation in LAC contrasts with that of the
United States and Canada, where cereal and wheat
production declined by approximately 5%.

According to most of the experts consulted, the
factors that have the preatest impact on production
of the three most important agricultural products
of each country in 2011, compared with 2010, are
chanpes in climatic conditions, in the area under
cultivation and in prices. They are of the opinion
that changes in technology, restrictions on foreign

trade and variations in production costs have less of
an impact. See figure 11

These opinions would appear to be corroborated by
the fact thar the countries of LAC have experienced
adverse  dimatic conditions that impacted
apricultural production: floods in Panama, some
Andean countries and Brazil; dronghts in Urupuay,
Argentina and Chile and frost in Mexico, among
others. Added to this are the effects of other natural
disasters such the earthquakes in Haiti (January
2010) and Chile (February 2010). All such events
have a deleterions effect on factors associated with
apriculiure - land, buildings, livestock, storape
facilities and transportation- and usually make re-
planting necessary, for which funding is not always
available.

Figure 11. Which factors contributed to the trend in agricultural production?
(% of total responses)

Ochers
Change: m chmatic condsines
Bestrirtinye: an forsion trde
Clhanges. doe to incorpoetion of =chnolngy
Chanpes = arey under coltration,
Champes: m pandnetion costs
Changes in prices
Chompe: m depmnd

a i}

B Frodnet 1
[] Prodnet 2

B Prodnet 3

i 40 50 & i &D

Source: Prepared by authors, besed on Agriculiural Outlook 2011 questionnaines

The evolution of agrimlivral commodity prices
reversed the trend observed since the mid- 19605, in

which the share of agrifood trade in the total valne
of merchandise trade systematically declined. In

2006 this share began to increase, and held steady
even when the value of trade showed a decline as a
result of the global contraction caused by the crisis
and the recession after 2008. See fipure 12.

=
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Figure 12. Value of agri-food trade and its share in tofal world
merchandise trade
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The recovery of apriculural production in LAC,
especially in the South, has been tied to the recovery
of economies around the plobe, in particular those,
of China and other nations of Southeast Asia The
latter became important of apricultural
commuodities from LAC, which resulted in the
recovery in 2010 of the aprifood trade in this region,
especially trade in cereals and maize.

With respect to maize, it is important to point out
that LAC moved from being a net importing region,
with a deficit of 1.3 million tons in 2009-2010, o
being a net exporter, with 2 surplus of 3.7 million
tons im 2010-2011.

Mexico, the conntries of Central America, those of
the Caribbean and some of the Andean countries,
which are more dependent on trade with the United

States and the European Union (EU), are feeling the
impact of decreased prowth in those economies.

Growth in the dgrifood trade: more than
bigher prices

In times of high prices, the value, but not necessarily
the volume (quantum), of trade fows can be
expected to increase since, for example, the same
quantity may be exported, but ar a higher price.
An analysis of trade flows in 2007 reveals that the
aprifood trade (exports and imports) in LAC prew
substantially, both in volume and value (12.1%
and 6.4%, respectively), while gprowth in exports
in 2008 depended basiclly on the movement
of international prices, given that the quantities
exported remained unchanged. The same was not
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true in the case of agrifood imports, which grew
both in volume and value, with the latter increasing
substantially thanks to international prices, which
hit record levels. See fipures 13 and 14.

In 2009, agrifood trade in LAC contracted in
comparison with 2008, both in volume and vahie.

According to the partial results (for oaly 16
countries) from 2010, agrifood exports and imports
in LAC recovered in terms of both volume and
value. Greater prowth occurred in imports, with an
increase in volume equivalent to 24.9%, more than
three times the rate observed for exports (8%).

One aspect worth underscoring is the increase
in agriculiural trade between China and LAC

in 2010. According to data in the United
Nations Commodity Trade Satistics Database
(COMTRADE), in that year, imporis of
apricultural products from LAC into China
increased by 3.4%, to a total of slightly more than
US519.9 billion. Exports of agricultural products
from China to LAC grew more rapidly (24% in
comparison with 2009), but only accounted for
U551.539 billion, almost twelve times less than
the amount imported, which leaves a significant
balance in favor of this region.

LAC has become one of the main sources of
apricultural products for China, providing 31% of
that countrys imports of such products. China's
principal trading partners in the region were Brazil,
Arpentina, Peru, Chile, Urugnay and Mexico.

Figure 13. LAC: evolution (rate of growth) of agricultural trade in terms of value
(millions of USE)

N Expocs (X) I i ()

— Cirrrth X

- 2000 D0y

Source: prepared with United Mations data (COMTRADE).

Note: for 2010, preliminary data for only 16 counfries.
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Figure 14. LAC: evolution (rate of growth) of agricultural trade in terms of volume
{millions of kg)

o Exports (X)) e Imports (M)

— ot 3

—— Groth M

Source: prepared with United Mations data (COMTRADE).

Note: for 2010, preliminany data for only 16 counfries.

In 2010 also, there was increassd interest on the
Partnfﬂ:l-EE.LTinl.il:i.llAl:l:IEril:a_ Indeed, the
new strategy known as Furope 2020 advocates the
creation of an interrepional partnership based on a
model compatible with that used by the Wordd Trade
Organization (WTO) for dealing with the region.
The EU has become the second most important
trading partner of LAC and the most important
trading partner for the expanded MERCOSUR.

The object of a resolution approved on October
21, 2010, is to form a bi-regional stratepic
partnership between the EU and LAC for the
purpose of improving trade relations berween the
two regions and creating more jobs. One of the
factors that has led oo dhoser relations between the
two regions has been the conclusion of negotiations
on the Association Agreement berween the EU
and Central AmericainMafll]ll].dwﬁntm:h
apreement between two regions. Added to this is

the finalization of the Multi-party Trade Apreement
between the EU and Colombia and Pern, which
indudes the possibility of sipning an association
apreement with all the member countries of the
Andean Community in the future.

Emerging challenges in agricultural bealth
and food safety

The emergence or re-emergence of several pests and
diseases has made the strenpthening of national
apricultural health and food safety (AHFS) services
more urgent. Plant health has been impacted by the
spread of different exotic pests, in particular, citrus
greening disease (or huanplongbing), which has
already been detected in 2 number of countries of
the hemisphere. Citrus fruit production? worldwide
is seriously threatened by this difficult-to-control
pest, and some countries in the Americas are the

larpest producers of citrus fruit in the word.

% For example, Biraxd i the larpest prodocer and exporter of cranpe juice in the world, with the states of Florida and California, in the United
Spates, alko being major producers. Even in small couniies sach & Costa Rica citrus production is a relevant sacioc of the sconomy:
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) Box 5. Citrus disease: state of and
outlook for its management in LAC

Huanglongbing (HBEL) s a disease that attacks
citrus fruit. Originally from Asia, it easily mimics
mineral dehdendes and spreads rapidly before its
symptoms appear on a large scale. The greatest
cause for concem is its ability to devastate e
entire plantations in a wery short fime.
management of HBL is very costly and, since
it spreads throughout the tree so rapidly, most
countermeasures are ineffedive. In Brazil, the
average cost per hedare is USE403, which can
prove to be very costly for small- and medium-
scale farmers.

HBL was detected in the region for the frst fime in
2004 in Sac Paulo, Brazil, and later in the United
States, Cuba, Dominican Republc, Honduras,
Belire, Mexico, Guatermala, Nicaragua, Costa Rica
and Jamaica.

Civen the absence of a comprehensive regional
program to combat the pandemic of HEL in LAC,
in Jume 2011, the FAD Regional Office for Latin
Amenica and the Carfbbean conduded a regional
consultation on the status of HBL and the outlook
for managing it in the region. The consultafion
produced a regional plan of action to manage HBL,
which calls for the application of tooks intended to
combat the pandemic and prevent its spread, such
as protocols, infomation systems, standardized
procedures, sk analysis and eady waming
systems, forecast models, networks of diagnostic
laboratories, and intemafional standards  for
phytosanitary measures. FAD considers this disease
to be an emengency and is mobilizing resources to
implement a regional strategy to contral it, and to lay
the groundwork for implementing the Emergency
Prevention Systern (EMPRES) far Transboundary
Plant and Animal Pests and Diseases.

+ A perspective on Latin America and the Caribbean .

In the Caribbean basin, black sipatoka has resurfaced,
and diseases such as the red palm mite, the Giant
African Snail and other mollusks are spreading.

Insufficient research and development
(RSD)

The countries of LAC invest litide in R&D in
apriculiure.  Those in the Southern Region and
Mexico invest the most, while the countries of the
Central Region and the Caribbean invest less than
1% (Stads and Beintema 2009). Uruguay invests
close to 2%, as a percentape of apricalural GDE, a
fipure that experts feel is acceprable for developing
countries. Brazil invests a little less than 2%, and
only five countries exceed the regional average of
approximately 1%.

Even though in the last owo years the same
amounts have been allocated in the region for
research, development and innovation (R+D+i) in
apriculture, messured as a percentape of GDE the
topics of dimate and food security are now
This is true not only in national agrioultural research
institutions, but also in regional mechanisms for the
integration of technology such as the cooperative
programs for research and the transfer of apricultural
technology known as PROCIs.

In more specific terms, many countries began or
expanded penetic breeding programs aimed at
creating drought-resistant varieties, are using more
technologies and better practices in order to make
more efficient and sustainable use of imrigation
water, and are promoting the implementation of
real-time climate forecasting systems. In addition,
the production of advanced varieties of transpenic

maize has mow started in some countries.

The oultivation of transpenic crops i advancing in
some countries, but it should be pointed out that
to genetically modibed (GM) crops. For example,

o



the biotechnological control of pests (biocontrol),
the application of in vitro cultivation techniques
and the use of bio-inputs (bio-fertilizers, biocides)
for soil preparation or maintenance continue to
be important in agriculture in LAC. In addition,
there are initiatives, albeit incipient, underway
in the areas of penomics and bio-informatics of
cultivated species or microorpanisms  associated

with apriculture.

) Box 6. Genetically modified (GM)
crops in LAC

In 2010, GM orops oooupied 148 million hedtares in
29 countnes, induding 13 in the Amenicas, worked
by some 14.4 milkon farmers with plots averaging
0.6 hectares (James 2010

it should be noted that the area planted in GM
crops in Brazil grew by four million hedares. In
addition, Meoco conduded trals of GM maize
and approved requests for s release into the
ermaronment.

However, the use of GM oops s baing opposad in
countnies such as Bolvia and Peru.

Regardless of therr postion regarding GM crops,
the countnes of LAC conbnue to develop and
implenent beosafety regulatory frameworks (BCH
2010).

In LAC, precsion apriculmure is also becoming
more widespread and machinery that uses sensors to
measure yield and apply inputs, espedially fertilizers,
is being used increasingly in countries that are larpe
producers of prains.

Pressures related to land ownership

While the issues of land ownemship and the land
market are not new, beginning with the food crisis
of 2008, pressure has increased from companies
in certain countries to acquire lands with clear
apricultural potential. This topic, which was
thought w be a concern for African countries
only, is also a concemn today for the countries of
LAC, where countries seeking to ensure a steady
supply of basic products, such as China and some

- oil-producing countries, are attempting to acquire
mare land.

| it is estimated that as much 2 10% of the land
¢ in Arpentina is owned by foreipners (Valente
i 2011), and that in Urnupuay from 208 o 30%
: is in foreign hands. In response o this situation,
: some countries such as Brazil, Urnopusy and, more
: recently, Arpentina, are implementing policies thar
: limit the amount of land that can be acquired by
i foreign investors, and even by national companies
: with foreipn capiral.

lﬂEth.tC.Fo:ple

i short term

With regard to the outlook for 2011, according
: to a survey conducted by IICA, 70% of those

interviewed indicated that apricultural production
was expected to grow, compared to 2010. Those
surveyed in the Southern region, except Braril,
have the preatest expectations of prowth in
production. The outlook is promising for most
of the Andean and Central American countries,
but apricultural production will stall in Mexico.
See fipure 15.
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) Box 7. Change in the agricultural landscape of the countries

Changes n the use of agnoultural land in LAC
nsuficently documented untll now, have taken
place m the medium term n response to the
opening of the economies of the counines and
to ther greater imvolvement in the intemational
miarket.

Monetheless, as a result of the reoent movement
of mtematonal prces and signihicant vanations n

1] ﬂ'l-: case of 5.'::rn-= ::|""1:r:.. from harvest
o harvest.

F"{---ampl- duning 2011, higher prices for cotton
in the United States have mobvated producers
in southem states fo grow more of ¢ than com,

-_=.-:r:.'bE.=. n or wheat, the produdion of which had
ncreased o |:r|'='ui::4 = YEars in response o high
prices (USDA, 201 1b). In addition, in the rest of the
country, the total area planted in com, vs. soybeans
and wheat, has increased (USDA, 2011d).

In Brazl Argentina and Paraguay, more soy &
'_-EirrE produced than wheat and other ooarse
grains, whereas in Central Amenca the reduction
of the total area planted n

by the inoeased cultrvat

flowvers and foliage for export.

Sugar which, for sorme tme, had been kosing
ground i the regon due to low intemationa
pnces, except in Brazil where ncentves have
ensted to produce ethanol, s again demanding
high pnces, which could change the outiook for
the sedtor.

Figure 15. What is the expectation in your country regarding
agricultural produdtion in 2011 compared with 20107

No change
1034

Wil decline

Sowrce: Prepared by authors, based on Agricukural Outlook 2011 questionnaires.
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Acoording to data from FAO, cereal production in
LAC will grow in 2010-2011. In the case of rice,
the expected increase in LAC will be 9.2%, based
on strong growth in production in the countries
of the Southemm Cone, while the countries of
the Central Region and the Caribbean will see a
modest growth of 1%. A significant drop in rice
production is expected only in Mexico, which will
be similar to that forecast for the United States. In
some countries of the Caribbean, for example, the
Dominican Republic and Cuba, larger rice harvests

As regards coarse prains, production in LAC will
dedine slightly due primarily to a drop in maize
production in Mexico and Arpentina caused by a
lack of rainfall.

As for wheat production, even though climaric
comditions in the Sonth are favorable, a redoction
in the total area planted in wheat in Braril
will result in a slight reduction of total wheat
production in LAC, despite a slight increase

expected in Mexico.

Agriculture must perform better

As economies worldwide recover, the demand for
apricultural products will increase, because a prowing
population and higher incomes will put pressure on
apriculture to produce more food to puarantes food
security. LAC can make an important contribution
in this direction.

It is estimated that developing countries will be
the new engines driving global prowth, that by
2050 their population will have increased by
almost 50 over current levels and thar the rate
of growth of their GDP will be nearly three times
greater than those of the developed countries.
If the countries of LAC are to benefit from this
situation, they must strengthen trade relations
with and encourape investment by the fastest
growing developing countries.

Energy and food prices dare beading in the
same direction

Inasmuch as the sources of fossil fusds are increasingty
limited and the demand for them is on the rise as a
result of the economic recovery, oil prices will begin
to dimb apain. This is particularly true for the short
and medinm terms due to political problems in
the oil-exporting countries of the Middle East; the
consequences of the earthquake in Japan (March
2011), especially the ensuing nuclear crisis; and
recent policy statements issued by Germany calling
for the suspension of plans to build more nuckear
power plants.

To the extent that oil prices surpass US$100 per
barrel and national regulations that dictate the
mixture of fuels remain in effect, interest in the
prodoction of bioenerpy will prow, which will
increase demand for apricoltural raw materials to
produce ethanol and biodiesel.

Experience in recent years shows thar there is a
strong or positive cormelation between the price of
0il and the price of food, as shown in the following
fipure. The price of oil will therefore continue to be
a factor contributing to high, volatile food prices in
the future. See fipure 16.

Some countries will not benefit from the
long-term trend toward bigher prices

The rise in food prices will create oppormunities for
exporting countries and problems for net importing
countries. The sectors that will benefit most are
those that produce grains, cilseeds, dairy products,
meat and, in , those that produce raw
materials, although in the tropical countries, the
prices of some of their important export products,
such as coffee, cacao and sugar, are on the rise.

China will continue to be one of most important

trading partners for LAC, requiring preater and
greater quantities of agricultural products. At the
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Figure 16. Food and Fuel Trends
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Source: [ICA based on offical Wodd Bank data base (Clobal Boonomic Monitor Commodities, GEM).

regional level, South America will benefit pready
from the demand for commodities. The countries
of Central America, as well as the Caribbean and
Mexioo, will not fare as well because they are not as
actively involved in Asian markets as they are in the
market of the United Seates, where the is
weak, added to the fact that the devaluation of the
US§ pives their exports a competitive advantage.
In addition, the countries of Central America and
the Caribbean are hurt by the fact that they are not
major producers of apriculmral raw materials, and
that their small size prevents them from producing
on a larper scale.

However, trade relations between China and the
countries of the Americas will continoe to improve.
For example, in April 2010, Costa Rica signed a
free trade apreement with China which indudes

+ A perspective on Latin America and the Caribbean .

preferential tariffs for a long list of apricultural
products.  This is the third agreement of this type
that China has signed with a Latin American
country, following Chile and Peru. Orther countries
of the region will probably do likewise because
they cannot pass up the chance of trading with the
second strongest economy in the wordd. A challenge
for the countries of LAC i to increase the value of
the products they sell tn China, which currendy
demands mostly raw materials for its secondary
industries.

Quality ds a factor in competitiveness
The revival of apricultural trade flows and the

challenges related to puarantesing food security
will demand increased production of higher quality

©



and more competitive apriculiural commodities.
Quality refers not only to products known for their
appearance, durability and orpanoleptic qualities,
but also to their nutritional value. This Latter point
is becoming a relevant factor in food policies of the
developed countries, especially the United States
and the EU. For example, in the EU 2 new law is
under discussion calling for food labels to contain
information relevant to their nutritional content [fat
label). This poses a new challenge for povernments
and companies and creates the need to invest more
in science, technology and innovation.

Increased trade will also pose challenpes related to
sanitary threats. The spread of the citrus disease
in the region, mentioned above, and the recemt
crisis in Enrope caused by a new strain of E-coli
which broke out in Germany, and in a week had
been detected in 12 countries, illustrate the need to
continue to modemize AHFS systems, especially as

regards early warning systems.

Research, innovation and information dre
being strengthened

The development of national agrifood innovation
systems is expected to continue in the countries.
The restructuring of the apricultural extension
systems of many countries has begun, and in some
there are renewed efforts to strengthen national
apricultural research and technolopy institutes. It
is hoped that research, the application of biological
inputs, the bio-fortification of agricultural products
and nanotechnolopy will be strengthened in
coming years. The Brazilian Agricultural Research
Corporation (EMBRAPA) and the National
Apricultural Technolopy Institute of Arpentina
(INTA), have already lannched such programs.

the demand for information on how agriculture can
adapt to the changes in dimate thar are affecting
carrent production parterns.

There are factors behind the change in land

ownership, as yet unmeasured, which are leading to
chanpes in the use of apricultural lands. As a resule of

the expansion of crop cultivation on a commercial
scale, a mew wurban apribusiness operator has
emerped, one who s not necessarily a landowner,
but rather rents out land to small-scale owners,
thus increasing the scale of production. In addition,
larpe international and state-run enterprises from
other countries are buying kand. It is to be expected
that in the coming years this will be the subject of
public policy since it not only affects the capacity of
the countries to guarantes food security, but also is
related to their national sovereipniy:

* Recommendations on policles
To promote innovdtion

LAC has the potential to increase apricultural
production because it does not face the limitations
of land and water found in other regions of the
world. However, efforts need o be redoubled o
promote apricultural research, technology transfer
and innovation. The fact that empirical evidence
indicates that the rate of return on public investment
in aprioultural research and innovation is high is
a plus (World Bank 2011a). There are a variety of
technolopies currently available, but they must be
adapeed or developed in accordance with the needs
of each country. Research and a number of related
activities, such as the development of necessary human
resources, the acquisition of financial resources and
the creation of incentives for investors and academics
to get involved, are therefore, fandamental.

Io encourdge investment

To reverse the trend toward wnderinvestment
in apriculture and earmark more resources for
ressarch on inmowvation, it is to redirect
the allocation of public resources to the apricultural
sector, most of which today are focused on subsidies
of different types (World Bank 2011a), and to

encourage private investment.

To take advantape of the opportunities thar exist
in the agrifood markets and incorporate small-
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scale farmers into the markets and value chains
more needs to be invested in apriculture. The
time is right because, according to most of those
consulted by ITCA (69%) in the survey;: a favorable
climate for investment in agriculture exists in their

countries. See figure 17. Only those surveyed in
Central America, except Panama and El Salvador,
say that the environment for investment in their
countries is unfavorable or that no change is

expected in 2011-2012.

Figure 17. How do you view the dimate for imvestment in the
agricultural sector of your country in 201 1-20127

Unchanzed

174 \

Negative

/ 1494

Source: Prepared by authors, based on Agricultural Outlook 2011 questionnaires.

To intensify efforts to modernize AHFS

In light of the approval of the new Food Safety Law
of the United States, it is more urgent than ever to

modernize the official services in LAC responsible
for ensuring the safety of prodocts so that they can
be approved by the Food and Drug Administration
(FDA) of that country. Training will be required
if their personnel are to be qualified to certify the
safety of exports; otherwise, exporters will have to
turn to costly private-sector services to certify their
processas and shipments.

Te pusk for a conclusion te the Doba
Round

The countries of LAC must do all they can to
ensure resumption of the process of conduding the

+ A perspective on Latin America and the Caribbean .

Doha Round because agriculture continues to be
the engine driving development and an important
source of em nt in the region. The existence
of dear and equitable rules for trade will make the
SECTOr More competitive.

Rdﬁu:_&mﬁfa'mrdmﬂumﬂdﬂy
ridte dpprecidiion

The exchanpe rate appreciation experienced by most
of the Latin Amakannmen:iuagaim‘rﬂle P53 is
havinp a nepative effect on the competitiveness of
the LAC exports: indeed, in some cases it is even
causing the displacement of regional products on
international and kocal markets.

The causes of exchange rate appreciation are
unrelated to iculiure. However, monetary
anthorities and leaders from the agricultural sectors

]



must engage in a constructive dialopue on ways to
counteract the negative effects of the appreciation
of currencies on regional exports.

T fuscw the chullanper pased by climte
change

The effects of plobal warming and variations in
crops, both in the tropics and in temperate mones.
Changes in dimate oocur over the long term, but
action must be taken in the short term to head off
their impacts. As a result, it & necessary o conduoct
research and penerate information thar will be
helpful in taking short-term measures that will enable
apriculture to adapt to new dimatic conditions.

# Concluslons

Pressure o guarantee food security worldwide
and the tendency of the real prices of apricultural
commadities to rise in the long term provide an
excellent opportunity for the agriculral sectors of
LAC, thanks to the availability of land, the relative
abundance of water, the rich biodiversity and the
human resources in the region, all of which can be
tapped to increase production in the region.

Mot all the countries of LAC are able to expand
their agricultural frontiers by incorporating
additional lands. Some countries such as by those
in Central America and the Caribbean have serious
constraints, and the technological paps thar exist
in all the countries make it difhoult for them oo
means that the countries of LAC must endeavor to
allocate more resouwrces for R4+ Dsi

Added two this is the challenge of combating
the effects of climate change, and the need for
apricaloure to adape to and mitigate the impact of
such effects on the environment.

Thevolatilityofcommeodity pricescreatesuncertainty
by increasing risks thar make investment-relared
decisions more difficult. In response, povernments
must avokd pressures to adope restrictive trade
policies that will further distort international trade.
Rather, they should push for a conclusion to the
Doha Round of multilateral negotiations.

This would improve the access of the countries of the
region to the markets of more developed countries
and provide them with instraments for reducing
risks and improving the dlimate for investment,
which would make apriculture more attractive as a

business.

Table 4. Bvolution of agricultural trade in LAC based on volume commerdalized

Millions of kg

Year

Exports (X)  Imports (M)
2000 144277 E3101
200 173127 BlH5
2002 174547 B2559
2003 170087 76051
204 259581 B4151
2005 205355 Bz3la
2006 IMBET BE551
2007 ZE51TE S4181
2008 235118 8325
2008 ZA521 4TS

Aperaee for

period II2TET BA290

Sowurce; Prepared with United Nations data (COMTRADE).

: The Qutlook for Agriculture and Rural Development in the Americas

Growth rate
MetX Exports (X) Imports (M)
81176

91782 00 21
91948 08 15
D403 26 T8
175430 516 10.7
123038 209 2z
121316 22 76
140996 121 64
138803 0.0 23
126147 42 -20
116467 6.4 L6
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Table 5. Evolution of agricultural trade in LAC

ton Millions of U3§
Exports (£)  Imports (M)
2000 55544 TE596
2001 59343 M52
2002 59287 ZB6T4
2003 9606 31058
2004 83128 3150
2005 94814 37551
2006 106429 40361
2007 129148 51678
2008 163400 T0946
2009 146751 58521
ﬂfu PET45 41229

Met X

Source: Prepared with United Mations data (COMTRADE )L

ZBR21
J0613
SE549
45847
57283

Tizvl

35516

Table 6. Agricultural frade in LAC by country in 2010

Saint Vincent and the Goenadmes,
Latin America and Cambbean (1§)

Milliones of 173§
Exparts (X) Lmmpores (M)

8z il
1065 442
3751 E9d8
5770 4240
A341 1509
1256 110
SBBZ 183l
74 1497
ar24 1952
403 217
15150 21457
1447 585
500 1370
3263 TS
5740 2351
et &5
116428 50506

Source: Prepared with United Mations data (COMTRADE).

Grosrth rase
Exports ()  Impors (M)
6.8 6.7
0.1 -6.1
17.4 B3
184 101
14.1 o
123 7.5
21.3 285
265 346.8
-10.2 -17.5
120 o4
et rade
Met X HeD0 05 2005 09
=209 MET M MET M
623 MNETX NETX
SHTES NETX MNETX
1521 NETX NETX
2032 MNETX NETX
-B34 MNET M MET M
4051 METX METX
=523 NMETM NETM
1773 MNETX MNETX
1B& MNETX NETX
3266 NMETM NETM
751 METX MNETX
-54% METX MNETX
J1BS NETX NETX
2382 MNETX MNETX
-56 METM MNETM
65821
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Livestock

Development of the region’s livestock sector will be
dictated by the need to innovate and the possibility
of increasing production in family agriculture

In coming years, the livestock sector will offer great opportunities due to the growing global
demand for meat and milk. Those countries that take advantage and capitalize on these
opportunities will be in a position to increase their productivity in a sustainable manner
and better respond to the preferences of consumers. The opportunity will also arise to
enhance the production of livestock in family farming.

) Facts

« Today, livestock accounts for 46.6% of the annual rates close to 1% which is less than
gross agricultural product of the region and by the 4% average rate in the first half of the
2030 this is expected to rise to 48%. decade.

« The period from 2008 to 2011 has been The expansion of poultry production
marked by greater volatility in prices of livestock (chicken and turkey) declined from 6%
products, due to low prices and income annually in 2000-2005 to 5% in the
elasticity in developed countries and to shocks second half of the decade. Between 2000

in the supply and demand of these products. and 2008, imports doubled reaching

- Between 2005 and 2008, regional milk 1.2 million tonnes, while exports tripled
production increased 10%, reaching almost reaching 3.6 million tons.
76 billion liters. Brazil and Argentina occupied
positions 6 and 12, respectively, among the
largest producers of milk in the world.

+ During the last decade, the production
of pork increased at rates close to 2.5%;
exports quadrupled, reaching 900,000

+ The performance of the beef sector was weak tonnes; and imports increased by 50% to
in the second half of the last decade, growing at almost 700,000 tonnes.

e Trends and pork (2.7%) consumption, although this
was partially offset by a slight decrease in beef
Global consumption of meat has increased  consumption (-0.2%).
but beef consumption has fallen
The latter was mainly due to a significant fall in per
In 2010, the global consumption of meat rose  capita consumption in Argentina (IPCVA 2011),
by 2.5% due to the expansion of poultry (4.2%)  which fell almost to the same level as 90 years ago.
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The causes of the dedine were shrinking inventories
and rising prices. The policy of price ceilings (and
export quotas) established in Arpentina to contain
inflation and the replacement of animal husbandry
by more profitable crops have reduced the supply
of beef, causing these historical minimum levels of
CONSLMPERin.

In the rest of the countries of Latin America and the
Caribbean (LAC), consumption remained steady or
grew slightly (1% to 2%) in relation to the previous
year This trend is expected to continue in 2011,
with meat consumption rising between 1% and
1.5%, mainly due to an increase in the demand for
poultry and pork (Table 7).

In 2010, total meat production followed the same
trend, prowing 2.8% due to an increase in pork
(2.8%) and poultry (4.7%) production partially
offset by a decline in beef production (0.1%). In
general, demand prowth in LAC is similar to the
workd average, and the decrease in the production of
beef is artributable to the situation in Arpentina, as
explained in the second parapraph of this section.

On a positive note, meat exports prew 3.2%
in 2010, much hipher than the increase in
production, which has consolidated LAC, in
particular, the Southern Cone, as one of the
world’s main meat-exporting regions. In the
case of beef, the repion includes important
exporters, such as Brazil (largest exporter in
the world), Urupuay, Paraguay and Argentina.
Some others are net exporters, such as Bolivia,
Costa Rica, Micarapua and Panama. Most of
the other LAC countries are net importers and,
while some have made efforts to export (Chile,
Guaternala and Mexico), they are far from
reversing this situation. As for pork, the region
has produced a net surplus since 2002, with two
major exporting countries, Brazil and Chile, and
other nations that have developed their export
potential, such as Costa Rica, El Salvador,
Guatemnala, Mexico and Parapnay. This surplus
situation has also occurred in the poultry sector,
with four exporters (Brazil. Argentina, Chile
and Uruguay) and some net importing countries
such as Cuba, Mexico, Panama, Dominican
Republic, Trinidad and Tobago and Venezuela

Table 7. World consumption of beef, pork and poultry by year

{Thousands of tonnes)
— Vasiation 2000-2011
2006 2007 2008 2009 210 -
(projected)  pape Pap
Beef 56994 58133 57975 54668 54544 56,433 0.1% 0.2%
Pock 95109 93840 07853 100268 102953 104,392 14% 0.7%
Foultry 69251 73335 6L TETT® TeSTS 82,226 25% 23%
"Total 221354 225307 231952 IWTIS  2WATZ 243,111 15% L%
Anma] varation 18% 20% 08%  215% 15%

Sowrces: LISDA 201 1e, FAD 2011e.

In May 2011, meat prices hit a new recond, increasing
almost 20% com to a year eardier, barpely due
to demand and supply conditions. The largest price
incresse affected lamb (38%), while pork saw the

smallest increase. All meat prices evceedid the historical
record set in 2008, This trend is By ot re
for all meats in the near fture, bat the incresse in
prices of inputs will limit profitability (FAO 2011j).
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Important variations in dairy production

by geographical area

In the last decade, global consumption of milk rose
from 95 kg per capita to 102 kg. In 2010, global
milk production stood at 710 million tonnes, with
an average annual growth of 2.2%, which contrasted
with a fall of 0.4% in 2009 compared to 2008. The
drop that year could have been even higher since the
European Union and the United States intervened,
removing large amounts of milk from markets. In
addition to the financial crisis, contamination of
the product with melamine in China undermined
the confidence of consumers. However, so far, in
2011, world milk production has increased 1.9%
(FAO 2011e). Dairy production in North America,
Oceania and, above all, in Europe has grown at
rates below the world average, while South America
(notably Brazil, Chile, Colombia and Venezuela)
and Asia have shown significant levels of growth.

Dairy production expectations for 2011 are good
due to the economic recovery and better weather
conditions. In particular, Argentina saw 16%
growth in the first quarter of the year, while in
Uruguay better conditions have allowed it to reverse
the 2008 contraction, with projected growth of
more than 10% this year.

Strong investments by US and Brazilian companies
should give new impetus to the export sector.
However, in the case of Brazil high internal prices
could lead to a trade balance deficit as occurred in
2010. In the medium term, development of the
export sector will depend on its ability to solve
problems related to productivity, transportation,
industrialization and the internal market.
Nevertheless, Brazil has made much progress in
terms of product quality, achieving standards in
some states that are similar to the EU.

The list of traditional milk exporters in LAC
(Argentina, Costa Rica and Uruguay) should also
include Colombia. Other countries are emerging
(Bolivia, Brazil, Chile, Ecuador,
Nicaragua and Paraguay), and a few should soon
generate exportable surpluses (Honduras and Peru).
Global trade in milk is expected to increase by 4.5%

exporters

in 2011 and in the following years will continue
increasing at a higher rate than production, due to
the gap between supply and demand.

Monthly international prices for dairy products have
risen, returning to the trend seen in the early 2000s.
Through May 2011, the price index of the United
Nations Organization for Food and Agriculture
Organization (FAO) was 231, nearly twice that
observed at the beginning of 2009 and slightly below
the peak in 2008 (FAO 2011j). The factors that
have contributed to the strengthening of the prices
of these products are solid demand from Asia (in
particular, China), Russia and some oil-exporting
countries, and, more recently, the weakening of the
dollar against other currencies. In the EU and the
United States, a more favorable relationship between
the price of milk and concentrates has favored more
intensive use of the latter and higher production
compared to last year (FAO 2011j).

Horizontal integration of the industrial
sector has increased

The trend of horizontal integration continues in the
region, especially in the beef sector, due to mergers,
acquisitions or expansions in the meat and milk
industries, and the formation of large production
units for primary production. Examples of this are
the Brazilian multinationals JBS and BRE which
have taken advantage of trading opportunities in the
agribusiness sector and have expanded and diversified
their portfolio of products for export. Other processors,
such as Grupo Marfrig, have not lagged behind,
making significant effort to attract capital, which has
allowed them to increase their production significantly
(Brown 2010).

The dairy industry is also showing vigorous growth,
as reflected in greater economies of scale and in the
diversification and specialization of production. For
example, in 2002 Nestlé and Fonterra established
an agreement to implement strategic alliances in the
dairy sector in the Americas, called Dairy Partners
Americas, which allowed Fonterra to complement
its capacity for receiving and processing milk with
Nestlé’s experience in the production and marketing
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of food products. In 2009, the Mexican group Lala
purchased several ing facilities in the United
States, allowing it to become one of the larpest milk
processing companies in the word with sales dose
to §5 bilion. Meanwhile, the Brazilian company
Bom Gosto announced at the bepinning of 2011 the
installation of a dairy plant in Uropuay.

Eﬂmgmfmﬁdmhn&ha
incredsed

Although the pressure to use graring land for more
profitable crops has pushed livestodk production
into more marginal areas, it has had no impact on
stocks, except in Argentina (Fielder 2010) where
high soybean prices have pushed livestock into
less productive areas. A similar situation may be
ocourring in Chile due to the expansion of orchards
growing fruit such as berries.

In Argentina, the cattle population has dropped
from 54 million to 49 milion head in recemt
years, and although 69% of livestock is still in the
country’s Pampa region, there is a growing shift of
cartle w other regions, which leads to increased
envimnmental risk. Meanwhile, the apricultural
area doubled from 15 million hectares to 30 million
hectares between 1998 and 2009, and the number
of livestock farms fell 11.4% between 2005 and
2010 (FAD 2010c). It s important l'ua‘l'l.ld:.l' the
impact that the above has had - and will have - on
the supply side, meat production costs and the

Environment.

Animal disedses pose systemic risks

Animal diseases pose systemic risks that should be
faced. As lonp as new pathopens continue to emerge,
policy instruments must be strenpthened to ensure
animal health and food safety and reduce the risk of
transmission of animal diseases to humans.

Animal health instingtions must strive to link the
productive sector to the fight apginst cross-border
animal diseases and also w improve the access of
small-scale producers to their services, rather than to

restrict the development of their productive systems
(FAO 2000).

The management of risks asociated with animal,
environmental and public health, as well as the
effective response to emergencies in the livestock
sector, requires enormous effort in the area oftechnical
cooperation. These should be designed to strenpthen
national animal health systems and promote policies
and strategies for sustainable livestock development,
national information systems, risk analysis, prevention
and emergency response.

In this context, innovative mechanisms are
needed to provide technical support and mobilize
international resources in order to strengthen risk
analysis strategies in the production and animal
health areas, and to deal with natural disasters that
impact the livestock sector, the environment and
public health in countries of the region.

Organizations such as FAO and [1CA help countries
to comply with international health repulations
and the standards of the Word Orpanization for
Animal Health {OIE), with particular emphasis on
combating diseases that affect trade.

Measures to ensure quality include good livestock
practices, harard analysis and critical control points
(HACCF), dean production apreements and
biosafety programs.

» Prospects

Policies that promote the production and use of
renewable fuels (biofuels) will continue to pressure the
prices of grains, which means that intensive systems
{poultry, pork, and prain-hased milk production)
will lose competitiveness, which will boost the
development of pastoral livestock production systems.
In South America, the production of meat and bovine
milk should continue to prow strongly, espedially in
by Chile and Colombia if they are able to achieve
sipnificant export volumes.
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Table 8. Projected meat consumption by type

i Conswmption (1000 £} Growth (%)
Type of meat Region

Average (2007-2009) 2019 2000-200%9 102019

et and eeat Wodd 64231 73,547 123 153

LAC 14943 17,527 153 153

. Wodd 102,455 126,404 181 L75

LAC 6212 7317 2.3% L66

Wodd 20,769 116,045 3z 2.30

? LAC 18,218 24,361 5.12 23

Word 12,352 15,254 L85 213

LaC 54 H2 -0.14 L15

Sowrce: FAPRI 2010

Slower growth in meat consumption beef which will reach 2.3% of world production at

The pmojected increase in meat consumption in
LAC throngh 2019 is slower than in the previous
decade.

Poultry consumption will be the most affected,
given hipher projected prices compared to prices
for other meats.

The only exception is lamb consumption, which
is expected to increase by 1.15% annually in this
decade after falling in the previous decade.

Population growth, rising incomes and urbanization
continue to drive gprowth in the global consumption
of meat (FAO 20093).

The OECD and FAC (2010c) indicate that between
2010 and 2019 world meat production will increase
23.2%, reaching 334.54 billion tonnes. In the case
of LAC, the increase will be close to 29.8%, reaching
58.28 billion tonnes, representing 17.4% of world
production. However, 59% of the increase will
come from Brazilian production, which accounts
for 54% of regional production. The three most
important meats produced in LAC (pork, poultry
and beef) will increase their plobal share, especially

+ A perspective on Latin America and the Caribbean .

the end of the decade.

According to the Food and Agricultural Policy
Research Institute (FAPRI 2010) and the OECD
and FAO (2010c), real meat prices are expected
to exceed those of the previous decade in 2019 as
a result of the economic recovery. Beef price are
expected to peak in 2014, reaching US$3.90/kg
and end the decade (2019) slightly above US53.80/
kg, which means a 22% increase over the averape
for the period 1999-2000. Pork, meanwhile, is
expected to reach USS118/Mkp in 2019 with a
maximum of US51.23/kp. As for poultry, averape
growth of 1.80% per annum is expected for the
decade, reaching USSL00/kg in 2019. These
higher prices can be explained by an increase in the
demand for this type of meat, as well as an increase
in the price of livestock inputs, in particalar of
grains and fertilizers.

Incredased dairy production in the mext
decade
According to the OECD and FAO (2010¢), during

the next decade the production of milk will expand
2.7% annually, with a higher increase in countries

o



that are not members of the OECD (3.1%) than
in member countries (0.8%). FAPRI projections
also sugpest an expansion of 2.1% in global milk
production, while in the LAC region growth will
be about 3%.

For example, Mexico and Brazil are pmjected to
increase annual production by 2.8%, Argentina by
2.5% and Peru by abour 3%. It should be noted,
however, that despite the increase in Mexico it will
not be enough to cover domestic demand.

In addition, Brazil i projected to be the thind
larpest world producer of cheese in 2019 (but still
far behind the United States and EU) and of whole

milk powder (with the same amount of production
as Mew Fealand).

In peneral. LAC milk-exporting countries are
optimistic and expect to significantly increase their
production in this decade. According to specialists
from Arpentinas Mational Institute of Agricultural
Technology (INTA), by 2020 production in thar
country could reach 18 billion liters of milk, with
21.8 liters per day per animal and a population of
2.3 million dairy cows, compared to 16.9 liters per
day per animal and 1.7 million dairy cows currently:
In addition, by the end of this decade Argentina
will export 45% of its milk production compared

to 25% currently. In Chile, the situation is similar
since production should increase by 7% annually,
reaching 4 billion liters in 2020, with more than
750,000 dairy cows and a production of 16 liters
per day per animal. Uruguay also hopes wo double
its production in a decade.

This optimism is based on the estimation of some
experts who believe that the world currently has a
shortfall of 30 billion liters of milk, which must
be made up in coming years. This deficit is due to
the reduction of European subsidies for the dairy
sector, climate impacts in Oceania and competition
for corn used in ethanol production.

The increase in incomes in developing countries will
boost domestic consumption, continuing the trend
of recent years. Considering that major prodocers in
South America have costs similar to those in Oceania
and less than those in the northern hemisphere, one
can expect an  increase in the exportable supply
in the medium term bt this will depend largely
on the capacity of the industry to offer prices
that are attractive to producers. FAPRI (2010}
projections, however, are conservative (Table 9). Of
the countries surveyed, only Peru could increase its
milk production significantly, which would increase
its export potential, while only modest prowth is
expected in other countries.

Table 9. Production of milk by country in the LAC region

Production {thousand Hiers/year) Growth (%%/vear)
2000 2010 e T000-2010 102019

Argentma 9,500 10,361 12,599 0.8 27
Eazil 20,354 27961 36,942 a7 36
Colombia 6,148 TATT 8,765 a0 21
Mexico 2,591 11,398 14,724 19 3z
Perm 1,100 2,008 3,649 B3 2.1
Urngmay 1422 1,685 1,854 19 L3
Venernela 1314 1,580 1515 0 17

Sowrce: FAPRI 2010
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Social challenges in the commercial and
intensive livestock sector

Some experts have proposed actions that would not
only improve the profit margin of companies, but also
add value to society (shared value). These proposals
include: a) promoting a new public perception of
products (e.g., healthier foods); b) rethinking the
operation of value chains, particularly when it comes
to the use of resources (for example, reducing the
water and energy consumption); and ¢) stimulating
international cooperation designed to achieve
both these goals. To this end policies are needed to
strengthen partnerships within the sector and the
development of suppliers, with a view to extending
the benefits to the farming sector, for example.

Environmental issues must be addressed

Evidence suggests that the livestock sector should
address problems  associated
with production growth. Currently, the major

environmental

environmental challenges are addressing climate
change, promoting appropriate water management,
and protecting biodiversity and soils. In many
LAC countries, livestock is making an important
contribution to meeting these challenges.

But there are two negative externalities which
will exert greater pressure on the sector in the
next decade and that, as a result, should be taken
into account in the decision-making processes of
livestock companies: carbon emissions and water
consumption.

There is significant evidence and consensus that the
climate is changing at a global level. Livestock plays
a dual role with regard to this problem: it is a cause
of climate change, but at the same time it is a victim
of it. Given the importance of this issue in coming
years, it is likely that the market will establish new
requirements for the livestock sector so that it
can contribute to mitigating the effects of climate
change. At the same time, countries will be forced
to promote sustainable livestock production, which
means reforming institutions, generating capacities
and designing new strategies.

In addition, many people believe that water will be
the main theme of the environmental movement
in coming years. This is because awareness has
increased that water is not an infinite or renewable
resource, which means it will be necessary to use it
more efficiently in the immediate future.

Animal health and food safety

Early warning systems and the monitoring of disease
outbreaks should be reinforced to avoid emerging
animal diseases associated with climate change
or to detect them in a timely manner. Measures
should also be taken to ensure swift control or the
eradication of these outbreaks.

Biosafety measures and good sanitary practices
on farms should also be implemented in order to
reduce animal disease outbreaks and the risks they
entail for human health. It is also imperative that
biosafety in family production and small-scale
livestock systems be improved and access of farmers
to veterinary services be facilitated.

Continuing risk of price volatility

According to FAO estimates, the volatility of food
price indices has increased sharply since 2008-2009,
when the prices of these products first experienced
a strong boom and then a sudden drop, as a result
of the global financial and economic crisis. For
products such as beef and lamb, this high volatilicy
occurred again in the first half of 2011 (ECLAC,
FAO and IICA 2011), although in both cases the
price variations have been linked to a longer term
upward trend.

¢ Policy recommendations

Strengthen policies for the development of
family livestock farming

The livestock sector, particularly in the subsector of
small family producers, could make an important

©
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contribution to economic and social development
in LAC, not only because it produces products that
add value to the economy, but also because it offers
rural households a livelihood that helps them to

fight poverty and food insecurity.

However, policies and proprams aimed specifically
at thisimportantsocio-economicsectorareurpently
required. Small-scale producers, who genemlly
are located in environmentally fragile areas and
who are the most vulnerable to dimate chanpe,
require institutional support to enable them to
recover the productive capacities of depraded
soils, implement sustainable manapement and
animal feeding practices, improve the quality and
safety of their products and facilitate their access
to markets.

Promote innordiion

There i general consensus that economic progress
is mainly achieved through the development and
application of knowledge. As a result, public policies
are needed to support innovation within the value
chain of livestock producs.

Fnancing  Research, Develspmen: and  [nnenasion
{RDI) projects: The financing of RDI projects in
the area of sustainable livestock farming should be
maintained and strenpthened, incorporating lines
of credit and policies aimed specifically at small-
scale livestock producens.

Suppory for livesock compantes: Instruments that
promote innovative practices within livestock
companies, such as venture capital funds and
projects to improve these practices, should be
created and strengthened.

Proptsion of imformation services: Better market
and business opportunities accelerate innovation
processes. As a result, information services should
be provided that help producess uwnderstand
market trends and the opportunities thar arise
from them.

Promote competition

The livestock industry is already highly competitive.
However, measures o promote greater competition,
such as the strenpthening of antitrst courts and
consumer rights associations, should be taken.
These provide better tools for consumers, which
allow them to better defend their interests (Engel
and Navia 2009).

Invest in buman capital

Given that knowledge is 3 company's preatest asset,
human capital is essential Therefore, in order to
strengthen their capacities, livestock companies
should invest in training their workers, espedially the
most vulnerable. In addition, innovation should be
promoted in the Evestock sector to develop human
resource skills, create a system of accreditation for
training entities and emphasize knowledge transfer
to promaote both the sustainability of the sector and
the identification of business opportunities.

Address the challenge of climate change and
natural resource mandgement

Carbon emissions and offmare change: The sector
should move towards livestock farming that
generates lower levels of carbon, especially since this
type of farming is more sustainable and competitive.
Climate change adapeation measures also need to
be instituted, with a view to reducing its nepative
effects on livestock production.

Strategies need to be put in place to optimize the use,
manapement and harvesting of narural resources.
Extensive livestock systems should shorten their
productive cycles while improving productivity and
diet quality, which means increased grazing and the
comrect use of supplements. Manapement systems
should be instinuted o control purine levels, which
is compatible with the poal of reducing emissions,
and also to promote the use of sylvo-pastoral systems
aimed ar achieving sustainabiliry:
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To encourage adaptation to climate change, it is
important to improve biosafety and promote the
development of risk management skills. Investment
in technology, access to new markets, payment for
environmental services, agro-tourism, ecotourism
and the development of green markets should also
be encouraged.

Natural resource management: The large area of
degraded lands and the projected expansion
of livestock production are a warning sign to
governments and other public and private actors
about the need to set in motion policies and
programs that promote sustainable agricultural
development in the region.

The recovery of pastures and degraded lands must
be achieved through public policies, investment and
the use of new technologies. This will bring a huge
social, economic and environmental benefit to the
region and is essential for the achievement of the
Millennium Development Goals.

Water is an essential resource for the sustainable
management of livestock production, but glaciers
are shrinking in the region and this will have an
impact on water availability in the long term.
Agriculture is the sector which consumes the most
water in Latin America, between 68% and 75% of
total consumption. Growth of the land area under
irrigation has been slow, and in the future will be
limited by the shortage of this resource in many
countries of the region (ECLAC 2010c).

Livestock farming in the region mainly occurs in
rain-fed systems, which means models are needed
to promote the optimization of water use, including
efficient systems for the collection, storage and
utilization of water in intensive livestock systems.

Countries should also continue to implement
strategies aimed at the protection of river basins, the
evaluation of water requirements and the genetic
improvement of forage species tolerant to drought.

One of the factors that explain the high value of the
water footprint is the low efficiency of its utilization
in the agricultural and livestock sectors, aggravated
by the fact that both use water intensively. Although
there is enough water in the world to meet the needs
of the current and future population, consumption
and production levels should be sustainable. In
this regard, efforts are needed to raise awareness
by positioning the subject in the national debate.
The development of technologies that improve the
product/quantity relationship of water consumption
should also be promoted, as well as the growth of
green markets.

e Conclusions

In the coming years there will be great opportunities
in the livestock sector given the growing global
demand for meat and milk. To meet this demand,
countries in the region must mitigate the
consequences of climate change and improve the
sustainable management of their natural resources.

The countries that take advantage of these
opportunities and capitalize on them will be those
that increase productivity in a sustainable manner
through innovation, while responding more
effectively to consumer demands and preferences.

There is also an important opportunity to promote
livestock farming in family agriculture, which links
increased livestock production (by improving their
productivity) to poverty reduction and sustainable
resource management.
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Fishing and Aquaculture
Towards better governance and sustainability

The region’s fisheries and aquaculture sector is undergoing a transition from a small-
scale model to one that is technology intensive, export-oriented and more focused on
environmental sustainability than ever before. In this scenario it is important to create the
conditions for better sectoral governance throughout the region, to end “assistencialism” in
programs that support small-scale fisheries, to design alternative mechanisms that ensure
the productive and economic sustainability of local communities and, finally, to achieve
greater “visibility” and political support for aquaculture.

) Facts

+ In almost all wild fisheries of Latin America whom are in rural areas where employment

and the Caribbean (LAC), the maximum
sustainable catch limit has been reached and,
occasionally, exceeded. As a result, in most
countries catch levels can only be increased in
a sustainable manner through better utilization
of fish discards (bycatch), improvement in the
administration of fisheries and the harvesting
of underexploited species, such as krill and
giant squid from the Southern Ocean.

Aquaculture continues to be the food production
sector with the highest growth globally and it
has excellent potential for development in LAC.

The contribution of fish to the average diet of
the population in LAC continues to be modest
(9-11 kg per person per year), well below the
international average (17 kg per person per

year).

Fishing and aquaculture directly employ 1.3
to 1.4 million people in the region, many of

options other than traditional agriculture are
scarce.

Commercial fishing in the region, which is
mainly marine-based (96.8% in 2007-2009),
included 458 species in 2009, while only 76
species were farmed, mainly of marine origin
(72.2% in 2007-2009).

In 2010 the Aquaculture Network of the
Americas (RAA) was created and many
countries in the region have joined. This
institution, formed with FAQ's assistance, aims
to become the main forum for the exchange of
knowledge and experiences in aquaculture in
the Americas. The Executive Secretariat will be
based in Brazil for a period of four years.

Commercial fisheries and aquaculture activities
in most LAC countries are poorly regulated and
tend to lack long-term goals needed to guide
producers and other actors in the sector.
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s Trends

Commercial fishing has reached its maximum level
of production in LAC. In the period 2007-2009,
this activity accounted for §9.7% of the landings
in the region, a percentape that has been pradually
dedining over the past 40 years due to the sustained
growth of aquaculoure.

If the annual average growth rates for the period
1999-2009 are maintained (-1.7% in commercial
fishing and 9.8% in aquaculture), total landings
for the period 2009-2020 will increase from 17.2
million tonnes to just 17.9 million tonnes, which
implies that the availabiliry of fish per person would
fall from 37.3 kg to 33.7 kg a year.

As a result of the likely decline in the per capit
availability of fish products in LAC through 2020,
export surpluses are expected to decrease, while
domestic prices will rise. Menwhile, the share
of aquaculiure in repional landings will increase
sipnificantly, exceeding 208 probably and more
than doubling current levels.

Greater importance of aguaculture but
slower growth

The annual averape growth rate of aquaculture in
LAC dropped from 13.3%in 1999-2004 to 6. 3% in
2004-2009. Notwithstanding, from 2004 to 2009
LAC’ aquaculture prowth rate was exceeded only
by Africa, which had reaching an annual averape of
12.1%.

The loss in the momentum of regional

growth is mainly explained by the relatively lnw
prowth in marine harvests (15.7% annually in
1999-2004 and 4.4% in 2004-2009), 15 npp-nsa:l
to the increasing prowth rate ohserved in freshwater
production (7.8% and 11.1%, respectively).

The prevalence of diseases and increasing difficulties
in obtaining marine licenses also contributed o

the lower prowth rate in marine production, while
technolopical improvements and the growing
interest in freshwater fish explains the more
viporous growth in this area of great importance to
rural producers.

The slupgish performance of marine aquaculture in
the last decade is most noticeable in South America
where average annual prowth fell from 15.2% to
3.6%, and in Central America where it fell from
18.7% o 10%. In the Caribbean, however, the
negative variation in 1999-2004 (-2.3% annually)
was reversed to show an average increase of 16.3%
annually between 2004 and 2009. Freshwater fish
production, meanwhile, is also prowing in the
Caribbean (up from -5.4% to 3.3% annually) and
in South America (up from 8.2% to 14% annually),
but grl:lwth slowed in Central America from 17.9%%

to 0.53%: per year.

Due o fish i o odm 2007-2004,
aquaculure accounted for 56.3% of the regional
production of crustaceans, almost 100% of
diadromous fish, 50% of freshwater fish and 15. 3%
of mollusks. However, aquaculture still plays a
refatively small role in the production of marine fish
{less than 0.05%), because of the relative difficulty
in farming these species, long gestation periods and
high investment requirements.

South America is the regional leader in
commercial fisheries and aguaculture

With a wotal carch of 14.7 million tonnes in 2009,
86.2% of wild catches and 83.6% of aquaculture
prodoction, South America continnes to lead the
region in fisheries production. In fact, Peru and
Chile ocoupy third and eighth place among the
major fishing countries of the world (2007-2009).
Commerdial fishing is dominated by pelagic fish
species, in particular anchovy, jack madkerel,
sardine, Spanish mackerel and piant squid. Fish
farming, on the other hand, is dominated by Pacific
white shrimp, Atlantic salmon, minbow trout,
mussels and tilapia. Chile and Brazil stand out as
aquaculure producers, with 65% of the regional
harvest in 2007 -2009. Combined with Foador

: The Outlook for Agriculture and Rural Development in the Americas  + ECLAC - FAD - IICA -«



and Mexico, these four countries were responsible
for 83% of the region’s aquaculture production.

In Chile, aquaculture is mainly in the hands of
salmon, trout and mossels in 3 marine environment,
in contrast to Brazil which is dominated by small
and medium-sized producers of freshwater fish.

Brazil, with over 8,000 km of coastline, has practically
no marine aquaculture beyond shrimp and some
mussel and oyster farming. Arpentina, also with a
long coastline, is another country without sipnificant
marine aquaculure. However, the opportunity
offered by the coastlines of these countries, a5 well
as Sowth America’s potential to increase its harvest of

freshwater fish, mollusks and other species and the
likelihood that production will increase significantly
in countries like Chile, Colombia, Ecuador and
Peru, means that Sowth America will contimue to
lead the Americas in aquaculoure.

Aguaculture is poorly developed in many
countries of the region

Miost (16) of the 34 LAC countries with aquaculture
production harvested less than 1,000 tonnes per
year of fish between 2007 and 2009, and only a few
(9) harvested more than 25,000 tonnes per year in
the same period (see fipure 18).

Figure 18. Average annual aquaculture produdtion in countries of the
Region 2007-2009 (tonnes)
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Sowrce: FAD 2070

In 13 LAC countries aquaculture accounted for
less than 1% of their total production (2007-
2009), and only in three cases (Cuba, Costa
Rica and Honduras) did aguaculture account for
more than 50% of the total fish landings (see
fipure 19).
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Except for Asia and a few countries that have a well-
developed sactor, these reflect the
relative youth of this industry in the wordd and the
region. However, they also predice a promising furare if
the sector manages o aoquire preater political importance
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Figure 19. Aquaculture produdtion as a share of the total catch in each country of

the Region (2007-2009)
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DMisedses continue m:ﬁm:qmuﬁm

Diseases in Chile, Mexico and other countries,
have reached epidemic proportions, affecting fish
production and, a5 a result, employment. The
emerpence of these diseases can be attributed, in
general, to imadequate production practices — a
reflection of the sector’s youth — as well as the lack
of commitment by some producers to protecting
the environment and the existence of repulatory
loopholes.

Governments and producers alike must learn to
control disease outbreaks, use responsible production
systems, avoid exceeding the environmental
capacity and establish health and biosafety practices
that puarantee the sustainability of the industry and
minimize negative externalities.

Several LAC countries lack trained professionals in
these areas, which is why technical assistance among
these countries is an area with ample opportunity
for development.

10-30°%%

30-50%% More than 50%%

» Prospects

dependent on aguaculture

Higher expectations of an increase in fisheries
prodoction in the repion will continne w be
linked to aquaculture since no major advances in
commercial fisheries are expacted.

There is significant scope for the development of
aquaoulmure in the region. If this ocours, aquaculmre’s
share of woeal carches will probably increase from
10.3% (2007-2009) to over 20% by 2020 for the
following reasons: (i) the introduction of this activity
in new countries or territories, (i) an increase
in production and productivity in fish farming
countries, (i) the cultivation of new species, (iv)
technological improvements, and (v) better trained
entrepreneurs and aquacnltre workers.

Given that local markets in LAC show low to
moderate growth, aquaculture in the region should
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be based on an export model. However, efforts to
increase the domestic supply of fish products, in
particular in those countries that are net importers
of these products, should not be excluded.

Conflicts and uncertainty regarding
production models in commercial fishing
and aquaculture continue

At a global level, aquaculture development has been
more or less unaffected by the relative importance
of the diverse groups of farmed species, while in
LAC the industry’s development has been marked
by important structural changes.

In the 1950s, aquaculture was based on the
cultivation of mollusks and freshwater fish, and
was mainly dominated by small-scale farmers who
supplied fish to local communities. This situation
has changed gradually and aquaculture has shifted
to the farming of diadromous fish (salmon) and
crustaceans (whiteleg shrimp), as well as the
production of large quantities of freshwater fish and
mollusks (mainly mussels).

The shift in emphasis in farmed species has allowed
LAC to excel in producing high-value species,
surpassed just recently in this regard by Oceania only.
Although this orientation limits the consumption of
these products in low-income local populations, it
has favored the emergence of a thriving aquaculture
export sector that generates highly desired foreign
exchange surpluses in several nations.

This export model is also associated with productive
structures that are increasingly technology-intensive
and dominated by large and highly competitive
companies able to compete with the most
sophisticated ventures in any part of the world.

For their part, small-scale commercial fisheries,
which usually supply most of the demand in local
markets for fresh products, are facing a decline in
biological resources with little economic incentive
to improve their technology and quality. This is
mainly due to poor market transparency and a lack

of consumer education, which means consumers
are not usually willing to pay more for better quality
products.

The dependence of artisanal fishermen on
intermediaries, who capture a significant proportion
of the price paid by consumers, as well as the lack
of incentives to improve technologies and quality,
limited requirements by local consumers, and the
usual instability and poor economic performance
of this activity are not new in this sector: they form
part of a reality that has prevailed for decades in
the region. Lately, however, this situation seems to
have reached unsustainable levels in different parts
of the continent and is forcing many fishermen to
abandon their traditional occupation.

The small-scale producer also faces the challenge
of globalization which implies numerous and
sophisticated demands from consumers in foreign
countries, in addition to increased competition
from imports in their own markets.

In the case of small-scaleaquaculture, thedependence
on third parties for the provision of juvenile fish,
seed and post-larvae should be added to this list,
as well as the difficulty for small-scale producers to
make themselves attractive to consumers in large
urban centers and in the eyes of exporters.

Thus, we must “rethink” the productive models of
small-scale fishing and aquaculture in the region
in order to generate sustainable structures. In
commercial fishing, the medium-term solution
could be to reduce the number of operators and
vessels, while in aquaculture, economies of scale,
technology, economic efficiency and demand
oriented activities should be reviewed.

The reality of the small-scale producer should
also be reviewed, vis & vis medium and large-scale
production to devise formulas that enable the long-
term coexistence of all players.

The shortage of fish stocks, which will be
increasingly felt in coastal areas in the future, will
cause many artisanal fishermen to lose their source

©
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of employment in the medium and long-term. As
a result, it is important o identify aguaculture
production models that can acoommodate some of
those small-scale operators.

Other challenges to  the stability of
aquacslivre and small-scale fishing

Increases in the prices of fish products, which have
reachied historical bevels in almost all countries (FAC
2011a), has allowed larper producers to compensate
for the rise in the price of inputs. However, higher
input prices could jeopardize the livelihoods of
small-scale fishers and farmers.

To this should be added other wesknesses of
traditional aquaculture, many of which are structural
and relate to the scale of production, manapement,
dependence on third parties (provision of technology
and financing), the ability to adhere to povernment
regulations and increasingly complex markets and
standards imposed by plobalization.

Good commercial opportunities in the
mied ism-term

The internal demand for fish products in the region is
expected to increase moderately. In Central America
per capita consumption of fish products is expected
to prow strongly through 2030, while in South
America growth will be moderate. Higher incomes
and a prowing population will be the main engines
driving local demand, although a seafood trade deficit
in several countries will abso have an impact.

As a result, human consumption of fish products
in the region could reach 6.8 million tonnes by
2015, with an average of 10.7 kg per person per
year (whole fish weight). Similardy, it is estimated
that the increase in world demand for fish

for human consumption between 2015 and 2030
will reach 49.7 million tonnes. Around $0% of this
demand will come from Asia, while in this period
the region could increase domestic demand by
about 3.5 million tonnes.

The current strenpth of several local currencies
apainst the dollar is a problem for exporis of fish
products from the repion and makes imports more
attractive. However, in the medium to lonp-term the
opportunities for exporting aquaculture products to
developed countries or countries with a deficit in
fish availability or higher purchasing power should
increase. LAC has namural conditions and other
characteristics that favor the practice of aquaculture

in all environments.

The development of repional aquaculture, which is
based mainty on increasing exports, means adhering
to demanding productive, technological, quality
and health requirements. Under these conditions
it is a challenge for each country to come wp with
schemes to support and sustain prowth amonp small

producers.

Competition for coastal lands and inland
widter resources will incredse

Conflicts over the use of cnastal areas and freshwater
sources will continue in the region, delaying the
development of new fish species and making fish
farming more expensive. This will impact smeall-

Increasing pressure on these resowrces will result in
rising levels of water pollution, which will interfere
with or threaten fish farming and commercial
fishing. In addition, the value of land near freshwater
sources and the sea is expected to increase.

[Due to these and other considerations, medmm:uu:l
alternative furumme While
ﬂiueredmulugﬂstﬂ]naadmheﬁue-mued.ﬂwwﬂl
enable producers to face these challenpes. These are
offshore or land-based technologies that operate by
pumping water with or without recirculation. In the
first case, species are placed in floating or submersible
structures capable of withstanding winds and swells
on the open sea. These technologies, currently being
developed, are still used on an experimental basis
in many counmies and have not yet been widely

: The Outlook for Agriculture and Rural Development in the Americas  + ECLAC - FAD - IICA -«



disseminated, except for specific projects in Panama
and Puerto Rico as well as tests in Brazil, Chile and
a few other places. The technological complexity and
higher quality requirements in the juveniles/seed
used for farming suggest that this type of aquaculture
would be better adapted to large-scale projects and
that it will also require significant investment and
qualified personnel.

Projects using seawater pumped to land, especially
those using recirculating aquaculture systems, are
appropriate for medium-scale production (1,000 to
3,000 tonnes per year) and also require significant
investment.

It is therefore likely that small-scale marine
aquaculture will be concentrated in areas near the
coast which is easily accessible and where producers
can use more conventional technologies.

It is also likely that in future, disputes between
aquaculture producers and fishermen in coastal areas
will continue since it is common for fishermen to
complain about farmers working in their traditional
fishing grounds.

As knowledge improves, however, activities that
combine aquaculture and fishing will begin to
receive more attention in LAC. For example, wild
juveniles could be caught by fishermen to complete
their growth in captivity, or ad hoc laboratories could
be used to produce juveniles/seed that would later
be released into nature. They could therefore grow
without artificial feed, the expectation being that
a reasonable portion of them can be recaptured in
their adult stage. In Chile, juveniles of flatfish species
as well as seed of sea urchins and some mollusks
have been released in coastal habits, in an attempt
to supplement and rehabilitate artisanal fisheries or
make them more viable, while in Mexico and Costa
Rica, juvenile tuna fish have been caught and further
fed undil they reach attractive market sizes.

There is no doubt that the increase in productive
activity and in human coastal settlements makes it
absolutely necessary to improve planning in the use
of coastal areas as well as land areas near large bodies
of water. The most widely held principle of national

authorities is to assign areas suitable for aquaculture
and, in more evolved cases, to do so by estimating
their “carrying capacity” or the level of sustainable
production.

New diversification options

In recent years, commercial fisheries have only
rarely experimented with the capture of new species
or the adoption of dramatically new technologies.
However, this is not the case with aquaculture in
the region where several countries have shown an
interest in developing new production options that
are especially focused on native species.

To date, most of the aquaculture in LAC has used
introduced species such as salmon and trout, shrimp,
tilapia, African catfish, carp, etc. Diversification
based on native species is particulatly attractive to
small-scale fish farmers who, with the appropriate
technologies, could produce limited quantities
of freshwater fish, algae and marine shellfish for
subsistence and for sale at the local level. The cycle
of technological development for these species is
shorter than it is for marine species and, in addition,
their farming requires technology and tools that are
easier for small- and medium-sized producers or
individuals to access and use.

Ifenvironmental safeguards are duly considered, future
farming activities could also be based on introduced
species that already have well-developed technologies
and markets, as is being done in Puerto Rico, Panama
and other countries with pangasius, panga or basa
(Pangasius hypophthalmus) and, in Chile, with the
European scallop, hirame, Arctic char, halibut and
Japanese sea cucumber, among other species.

¢ Policy recommendations

A “new look” at the small-scale producer in
the fisheries sector

The “assistencialism” that is typical of past periods
was unsuccessful because of the difficulty of

o
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sustaining its effects, which tended to fade once aid
programs ended. This resulted in a waste of public
resources and much frustration among producers
and local communities.

Similarly, the work systems used in these proprams
have restricted small-scale aquaculture producers in
the region to primary production activities and made
them highly dependent on third parties due to their
lack of economies of scale and level of orpanization.
As a result, these types of producers have been
unable to influence market prices, attract funding

or ensure job stability for the family group.

Governments, therefore, should propose new
production models, and design and implement
policies that encourape the “self-sustainability” of
small-scale aguaculture producers beyond short-
term aid proprams. In addition to technical-
productive parameters, these programs should cover
organizational, financial, lopistical and commercial
aspects that allow for more direct access to markets
and a larger share in commercial margins.

Finally, the new asistance proprams must be proven
on a “pilot™ scale before being widely disseminated
50 35 to ensure their effectiveness in supporting the
establishment of self-sustaining productive activities.

and dquaculiure governdnce

Of all the varizhles thar affect the development
prospects of fisheries and aguaculiure in the region,
good governance is perhaps the most important.

Current deficiencies in fisheries and aquaculture
regulations need to be analyred in detail in all
countries so as to make improvements thar facilitate
the sustainable development of the sector.

Failure to enforce repulations such as fishing bans,
site permits and the importation of disease-free
penetic material, as well as neplect in relation to
offshore and other productive alternatives are all wo
comman in the region.

In addition, in many countries there are no
repulations to recopnize the operational and
financial limitations of small-smle aguaculture,
a situation that must be corrected. While large
companies have the financial capacity to wait for
long bureancratic licensing processes to run their
course, small-scale producers rarely know the rules
or comply with them. Since application procedures
can be costly and time-consuming, some producers
work illegally and are thus exposed to abuses and
become ineligible for State loans, prants or assistance.
For these reasons, limited-resource aguaculture
production must be propedy defined so as to come
up with repulations that help producers effectively
deal with their “competitive disadvantages™.

Governments also need to maintain a fluent dialogue
with representatives of productive chains and
NGOs. To do so, producers and other actors that
represent their base must organize to serve as valid
interlocutors. If these orpanizations do not exist or

are not representative, effort must be deployed tw
facilitate their creation or upprading.

Finally, LAC has failed to formulate long-term plans
to set national objectives for the sector and propose
strategies for achieving them. State policies should
therefore be developed with a timeframe of 10 0r 15
years to transcend political mandates. In addition
short-term stratepies that are tailored to the vision
of current povernments need to be desipned.

Improved sectoral povernance must also invobve
renewed efforts to train as many workers as possible
in bureaucratic institutions in this sector throughout
the region.

Scientific and techmological development

Fisheries authorities in the region need tw further
their scientific knowledpe of commercially
exploited fish populations and their dynamics. LAC
currently invests little in this regard.  The result is
uncertainty and exposure to cyclical crises such as
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those that have beset pelagic fisheries in Chile, Peru
and Mexico; lobster in the Caribbean and Central
America; and mollusks and sea urchins in various
parts of the region.

Similarly, new aquaculture production models
should be created and become alternative sources
of employment for displaced artisanal fishermen,
and, specifically, for small-scale aquaculture. New
efforts towards productive diversification (species,
environment, etc.) must be based on scientific and
technological advances developed in the region or
adapted to it, given that today, unlike the past, there
is a greater emphasis on farming native species.

Research and development (R&D) in the region
should be redirected towards increased support for
productive efforts. This means reviewing policies
and strategies used by various competitive funds
and sources of financing for science and technology
throughout the region.

Efforts should focus on a limited number of
technologies and species to develop a critical area of
research and promote effective results in the shortest
possible period. It is also important to study the effects
of climate change on fishing and aquaculture in the
region, and design policies that enable producers to
adapt, particularly in rural areas.

Promote the growth of domestic markets

National strategies are needed to promote the
consumption of fisheries and aquaculture products
in domestic markets. The health benefits of fish are
the best stimulus to introduce fish into the diet of
the population.

It should be acknowledged, however, that fish
products are relatively expensive and that the region,
especially South America, has a deeply rooted
tradition of consuming beef, poultry and pork. As
a result, mechanisms are needed to standardize fish
products, improve their quality, lower prices and
ensure the regularity of supply. Only in this way, and
through promotional campaigns based on these “new
attributes”, can local fish consumption be increased.

Provide more and better information

The lack of adequate and timely information about
fish markets can be costly for society, and adversely
affects the small-scale producer who is often
unaware of what is going on with supply, demand
and prices. Consumption is also adversely affected
because imperfect competition makes it difficult to
lower prices.

More and better statistics about fish production,
trade, productive capacity and employment are
therefore a must if policies and strategies for the
sustainable development of aquaculture and fishing
are to be adopted.

Also needed are studies to identify and support areas
in which each country should specialize in order
to generate competitive and high-quality products
sought in the market, consistent with existing
capacity and available options.

risk  associated  with

Reduce  the

aquaculture

Aquaculture is a relatively new activity on the
continent and is therefore still perceived as “high-
risk” by the business community (and even the
authorities). This situation must be corrected based
on the following specific strategies:

(i)  Establish pilot or semi-commercial projects so
that actors in the sector can directly appreciate
the benefics and risks of new production
systems. Such projects should cover all
activities along the supply chain, including
manufacturing and commercialization of
products.

(i) Stimulate students of aquaculture to study in
developed countries in order to narrow the
technological gap with those countries.

(iii) Increase travel of foreign experts to the region

to share their knowledge.

o
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(iv) Aﬂ:lureard:daptredmlug.rqm:hui"r
proven in other mpjons o expedite and
streamline the productive development of native
spedies and — depending on the risk analysis — o
inoorporate exotic species in the region.

(¥) Promote technological visits to innovative
projects in other countries.

(vi) Promote multinational projects that encourape
investment in LAC and help meet demand
in developed countries, which is in the best
interest of all participants.

In other words, in addition to promoting the
development of an insurance industry that offers
greater coverage and competition, each country or
territory in the region should develop mechanisms,
such as those listed above, to increase confidence in
aquacnimre and reduce its “risky” perception.

The Aquaculture Metwork of the Americas (RAA)
which now exists provides an institutional framework

that the member countries ARE advised to use to
facilitate an of information on the sector.
It is also recommended that they expand technology
transfer nerworks in areas relating to stamtory and
legal matters, job training and education, sanitary,
quality controd and other issues, so as o reap benefir
from available capabilities in LAC.

+ Conclusions

emphasis on efforts to improve the management and
governance of the fisheries and aquaculture sector.

“Assistencialism®™ needs to be eradicated from
programs that support small-scale production. This
will require the design of alternative mechanisms to
ensure the productive and economic sustainability
of local communities.

Finally, aquaculture in LAC needs more “visibiliry™
to ensure that povernments give it political support,
especially when one considers that it constitutes a
new productive axis around which fish availabilicy
in the region will increasingly rotate.
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Forests

Sustainable forest management: Current situation and future

outlook

There is increased concern in LAC countries about sustainable forestry management.
However, the forestry industry in the region must present a “new face” that emphasizes
its contribution to society in areas such as the following: the provision of products

and services, rural job creation and enhanced social integration. New guidelines
developed by FAO and the World Bank can help countries in the region to evaluate

the management of their forest resources, and this will be a major incentive for these

countries to participate in climate change mitigation plans.

Facts

The United Nations General Assembly has
designated 2011 as International Year of Forests
due to the importance of forest ecosystems in
providing environmental services, mitigating
climate change and conserving biodiversity.

The area of forest used for productive purposes
in Southern Cone countries has increased.

The Caribbean has maintained its primary forest
area.

The Caribbean has shown an overall gain in forest
biomass carbon stocks, but net losses have been
recorded in Central and South America.

Brazil, Costa Rica and Mexico have clear strategies
to mitigate the effects of climate change.

o Recent trends 3

The forests of LAC represent 23.6% of the
total cover of the world’s forests

Natural and planted forests in Latin America and
the Caribbean (LAC) cover 955.6 million ha, that is
to say, 23.6% of the total cover of the world’s forests
(FAO 2010d). Planted forests account for 1.9% of
the world’s total area of natural and planted forests
(FAO 2010Db) (see table 10).

The countries with the most planted forests are
Brazil (7.4 million ha), Mexico (3.2 million ha),
Chile (2.4 million ha), Uruguay (980,000 ha) and
Peru (900,000 ha) (FAO 2010d).

In 2010, forests covered 47.4% of the land in the
region (see table 11).

3 The sub-regions included in this analysis are:

Caribbean: Antigua & Barbuda, Aruba, Bahamas, Barbados, Cuba, Dominica, Granada, Haiti, Jamaica, Dominican Republic, Saint Kitts and

Nevis, Saint Vincent and the Grenadines, Saint Lucia, Trinidad & Tobago.

Central America and Mexico: Belize, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, Panama and Mexico.
South America: Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, French Guyana, Paraguay, Peru, Suriname, Uruguay and Venezuela.
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Slower rate of forest cover loss

The boss of forest cover during the period 2005-
2010 was slightly less than in the period 2000-2005,
when an averape 4.8 million ha was lost annually
(FAO 2010d). LACS loss of forest cover represents
71% of the annual loss of global forest cover

The eight LAC countries with the highest annual
variation in forest cover during the period 2005-
2010 were Brazil (-2.2 million ha); Bolivia and
Venezuela (-300,000 ha each); Arpentina, Ecuador
and Parapuay (-200.000 ha each);: and Mexico and
Peru {-100,000 ha each) (FAO 2010d). In the same
period, the Caribbean recovered forest cover ar a
rate of 41,000 ha annually (see table 12).

LAC is important in the production and

Production of mundwood, which includes wood
for fuel and industrial purposes, reached 481
million cubic meters in LAC, that is o say, 15%
of world production (FAO 2009b). The production

of roundwood in Central America, the Caribbean,
Mexico and South America account for 9.4%,
0.2%, 1.3% and 80.1%, respectively, of total
regional production. The countries with the highest
production of roundwood are Brazil, Chile, Mexico,
Guatemala, Arpentina and Parapuay.

In 2009, the production of firewond was 283
million cubic meters, in others words 15.3%6 of
workd production and 59% of the roundwood
produced in the region (FAOQ 2009h).

The main forest prodocts produced in 2009 were
sawnwood (40 million cubic meters) and boards (15
million cubic meters), which account for 11.6% and

14% of world production, respectively. Production
of pulp and paper reached 22 million tons.

In 2009, imports of forest products in the region
totaled approximately US311 billion and exports
UIS$12 billion, representing 6% and 7%, respectively,
of world trade in forest products. The countries that
import the most products in the region are Mexico,
Brazil, Arpentina, Colombia, Venezuela, Peru and
Chile, while the main exporters are Brazil, Chile,
Urupuay, Argentina, Mexico, and Colombia

Table 10: Forest cover in LAC (2010)

Lac Area of natural and planted forests Ares of planted forests

(million ha) {million ha)
Mezico 648 iz
Central Amerir 19.5 05
Casbbean a9 0.3
South America B&43 138
Total region 9556 180
Total wodd 4033.1

Source: FAD 2010d.
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Table 11: Forest cover as a percentage of total land area

in LAC (2010)
Mexicn 1944 4.5 33
Central America 51.1 185 382
Canhbean 229 &9 303
South America 1745.1 B3 425
‘Total regiom 20134 #5585 474

1 Total area exduding areas covered by continental waters.

Sowurce: FAD 2010d.

Table 12: Annual variation in forest cover (2005-2010)

Area of natoral and planted  Area of nataral and planged Annual variaiion im
LAC forests im D05 forests m 2000 forest cover
(milkion ha) (million ha) (000s of ha/vear)
Adexicen 5.5 .8 -155
Central Amerira 207 19.5 =249
Canhben &7 a9 +41
Sonth America BRI BS4.3 -3581
Regional vaoafion 9753 255.6 =304
Wordd maoation 40809 4053 -55E1

Source: FAD 20704

The contribution of the forestry sector to
the region’s GDP is rising steddily

Since 1990, the contribution of forestry to the regions
Gross Domestic Product (GDP) has heen rising steadily,
increasing from 175530 billion to US$40 billion. This
growth has also resulted in higher employment in the
forestry sector which, in 2006, employed over 1.5
million people in the region (FAO 2009d) 4.

Forest biomass carbon stocks fell between
1990 and 2010

The total amount of carbon stored in forest biomass
in LAC totals 104 billion tonnes. In the period
1990-2010, this amount was reduced by 424
million tonnes. In the Caribbean, there was an
overall pain of forest biomass, while net bosses were
recorded in Central and South America

*This fipure does not include sobsistence or informal employment which has not been quamtified, meaning the total contriastion is prester.
Ini the repion, howeves, information on W% FP i still poor, despite the kool -and sometimes international - impormce of these prodiscs
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Lacking

In South America, the value of non-timber forest
products (NTFPs) in 2005 was approximately
US5500 million (FAD 20113, while in North
America and Central America the value was USS1.T
billion (FAQ 2011a).

local communities and indigenous peoples who
depal:ll:lun them (FAD 2010b, 20104 and 201 1k).

Projections based on current fipures show that
NTFPFs will become an increasing priotity in
national stratepies and programs aimed at promoting
poverty reduction, food secarity, nural development
and forest conservation.

. However, the task is difficult because the units used
i to quantify NTFPs vary widely and it is therefore
i not always possible to calculate total production in
i the region. In addition, many rypes of NTFFs are
: collected and used for subsistence or commercial
El:lurpm,mditispmjermdﬂludmnumhernf
i products of this type will continue to grow.

Box 8. Categories of Non-Timber
Forest Products (NTFPs)

Omamental plants

Medional plants

Edible plants

Fung

Plants for aromas and colonng

Plants for construchion, aafts and tools
Fibers

: MNTFP-producing countries are continuing w work
» Bxudate, resins, latex, cils

: towands improving official statistics. For example,

i FAO (2010d) notes that, due to the difficulty of

i obraining quantitative data on domestic production

i of NTFPs, countries have developed lists of major

Fruits i products ranked in order of importance.

Condiments :

Tannins

Honey and beeswax

Wild aramals, meats, skins and beather :

Bark, cork

; responsible for almost 20% of global preenhouse pas
emissions, 3 hipher percentape than the emissions
generated by the transport sector and second onby

= Prospects to the enerpy sector. The majority of these emissions
ocour in developing countries.
Non-timberforestproductsarefundamental  In this scenario, World Bank studies indicare

Jor the quality of life in rural communities

Avaibible information on the production of
NTFPs in LAC shows their growing importance
in domestic and international markets. They are
equally important for the subsistence of the many

that an efficient plan to avoid deforestation and
uncontrolled prowth of agricultural land would
help the region to reduce emissions, and bring other
immediate benefits such as preventing landslides,
reducing the intensity of floods and curbing the
increase in illepal population settlements.

* In the region, however, information on WWFP issiill poor, despite the local -and somestimes intemational - imporance of thes producs.
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Sustainable management, rehabilitation and tree
planting can help retain or increase deposits of
carbon in forests while deforestation, degradation
and poor forest management can reduce them.

A guiding framework for improving forest

management

The FAO and the World Bank propose a new
guiding framework that can help countries in LAC
evaluate the management of their forest resources.
The capacity to demonstrate good governance in
this sector is increasingly important for countries
wishing to participate in the new plans for climate
change mitigation (FAO 2011l). The forestry
these
provides a checklist that can be used by countries to
identify and address problems in the management
of their forest resources and to help ensure that

framework proposed by organizations

efforts to reduce greenhouse gas emissions caused by
deforestation and forest degradation in developing
countries are properly managed.

Millions of people in rural areas who depend on
forests and trees for their livelihood and their family’s
food security would benefit from more equitable
policies and better forest management. The sector
also has great potential for carbon sequestration and
the reduction of greenhouse gas emissions.

In this regard, the United Natons Framework
Convention on Climate Change has developed
an inidative known as Reducing Emissions from

Deforestation and Forest Degradation (REDD+),
which also addresses the role of conservation, sustainable
forest management and increasing carbon deposits.
REDD+ proposes offering developing countries
incentives to reduce emissions due to deforestation
and increasing carbon retention through the planting
of new forests, conservation, sustainable management
and the improvement of forest carbon stocks.

North-South financial flows aimed at the reduction
of greenhouse gas emissions through REDD+ could
reach up to US$30 billion per year, which would
provide a considerable boost to rural development.
But the REDD+ presents
significant challenges. Potential problems in local

initiative some
communities include fraud, inefficiency, corruption
and the misappropriation of funds. Although the
implementation of REDD+ is a huge challenge for
countries with weak institutional capacity, it also
creates new incentives and paves the way for increased
support for improved forest management.

The XVI International Conference on Climate
Change (COP 16) was held in Cancun between
November 29 and December 10, 2010. One
of the results of this meeting was a list of
recommendations that should serve as a basis for
national governments to define public policies and
actions to reduce carbon emissions. The participants
also recommended creating a system whereby all
countries are accountable for their reductions.

Various countries in the region have already
formulated strategies to mitigate climate change
such as Brazil, Costa Rica, and Mexico.
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) Box 9. Strategies to mitigate climate
change in LAC

Brazil:

The Mabonal Cemate Flan ams to reduce illegal
deforestation and has ceated the Amazon Fund,
which s designed to promote reforestation and the
mionitonng and enforcement of forest laws. In Brazil,
whoever owns land use nghts, induding indmnduals
and indigenows groups, also owns the nghis to
the carbon stored on the land. This & expeded to
promote the development of an organized carbon
miarket and danfy the nghts of landowners (Chiagas
2010).

Costa Rica:

The National Forestry Finanding Fund (FONAFIFO)
Esues certifcates for forest consenvation fo
landowners, whach determine the payment for
sannces provided by their ecosysterns (Costenbader
2009). Under the auspices of FONARFD, the
government signs confracts with pavate landowners
to manage carbon sequestration, which in tum gives
themn the nght to sell the carbon in the future. The
government @n then bundle these calbon oredits
and offer them to intermational investors.

Mexico:

Prvate contrads are considered an altemative
means of regulating the interests of all parties. To
reduce transaction costs, potential buyers of carbon
credits are encowraged to invest in projects covenng
a wide forest area, which mvolves agreements
between local landowners (FAD 20711k

_. Efforss 40 biological diversit

: ‘The Word Bank (2011b) has supported projects
: aimed at conserving biodiversity and its sustainable
: use in several countries of the region, many of which
émnn]a}mﬂ.nmmpleufﬂﬂ'ﬁﬂrmppnrt
. protected aress system in Brazil, where it helped to
:  double the area of the Amazon under protection from
: 12 million ha at the beginning of the project in the
{1990 to 25 million ha on its completion in 2008,

: In addition, efforts are underway in Brazil to
: increase the area of land earmarked for biodiversity
conservation and to improve the quality of life of
i forest dwellers (World Bank 2011b). The Word
: Bank also plans to srengthen its support for projects
aimed at biodiversity conservation.

éﬂ:mﬁ'ﬂﬂw:}ﬂﬂﬁ

: An estimated US$13 billion is needed to restore
: the degraded lands of LAC. The deterioration of
: natural resources in Latin Americas arid zones has
: appravated the conditions of rural poverty as the
i reduction, and sometimes complete exhaustion,
: of the productive potential of ecosystems limits
¢ the ability of producers to sustain their livelthoods
| (PNUMNA 2010).

: LAC has a toml area of 20.2 million km2. This
i indudes 5.3 million km2 of drylands, 70% of
: which are vulnerable and show advanced deprees
: of desertification. Althouph the majority of
: countries of the region do not have a sipnificant

area of drylands, Argentina, Bolivia, Brazil, Chile
droupht problems. In addition, all countries of the
region have serious problems of land depradation
that mainly affect the segment of the population
that is mired in conditions of poverty and extreme
marginality (UNEP 2003).
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There has been a significant increase in desertification
and land degradation in LAC as shown in the
following information. Firstly, desertification affects
250 million ha in South America and 63 million ha in
Mesoamerica. Soil erosion affects 68% of the total land
degraded in South America and 88% in Mesoamerica.
In South America 100 million ha have been degraded
by deforestation and 70 million ha by overgrazing. In
the Caribbean, rapid urbanization has contributed to
the loss of arable land, with a negative impact on the
protection of river basins and biodiversity conservation.
In addition, land degradation has caused members of
vulnerable groups (in particular, women and children)
to migrate to cities in search of new opportunities.

A severe water shortage is affecting the
Andes and the Caribbean

Prospects for maintaining and improving river basins
depend on changes in land use. But the future looks
bleak in view of the high rate of deforestation. The
water shortage affecting the region is particularly
acute in the Andes and on some Caribbean islands.

The region has been a pioneer in the implementation
of payment for river basin management. The
widespread adoption of these systems, which can be
improved, depends on overcoming obstacles such as
the inadequate definition of property rights, farmers’
concerns about the potential expropriation of their
resources, mistrust of water supply privatization
and inadequate technical information about how
the use of land in the upper basin and bring benefits
in the lower basin (Dillaha et al. 2007).

To date, most of the payment systems for
managementofriver basinsin the region are managed
by intermediary organizations, often government
agencies responsible for managing irrigation and
facilities for residential water supply, which channel
funds from water users to the landowners.

Payment mechanisms for environmental
services are important for poverty alleviation

LAC was the first region in the world to adopt

a market-based approach to payments for

environmental services, even though other means
such as policies and legislation have been the main
tools used by governments for environmental

conservation (FAO 2009d).

The region is also a pioneer in instituting a system
of payments for river basin services (FAO 2009d)
and the payment mechanisms for environmental
services are expected to improve in the short term
based on existing experience.

Some studies indicate that, as instruments for the
protection of forest and environmental resources,
environmental services markets will contribute to
poverty alleviation (see Pagiola et al. 2005, Grieg-
Gran et al. 2005).

The value of forest systems is traditionally calculated
exclusively on the basis of the productive assets
they provide, mainly those derived from timber.
However, this simplistic approach to the value of
forests is not in harmony with new prospects for
sustainability based on the multi-functionality of
ecosystems.

Environmental services provided by natural systems
as well as the importance of these services for
human quality of life should therefore be reflected
in the visions of society. This would serve as a
basic contribution to the establishment of payment
mechanisms for environmental services, which
would be effective in the short run.

In order to make the productive use of ecosystems
compatible with their conservation, information
is urgently needed on the economic value of the
goods and environmental services they provide
given the fact that these services are not traded in
conventional markets and, therefore, are not tracked
by traditional economic indicators. As a result, it
is difficult to incorporate into economic valuation
processes the environmental services provided by
the use and conservation of ecosystems (Cerda et al.

2007, Cerda et al. 2010 REDIBEC 2011).

New methodologies for evaluating the ecosystem
services of forests, specifically those for which there
is no formal market, have emerged in the field of

72/
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environmental economics and namral resowrces.

Countries in LAC have already tested -e-mlual:mn
methods by applying  these

enabling a better understanding of the options ﬁ:lr
using these ecosystems and a better estimation of
their importance for society. For example, Chile
estimated the annnal value of the benefits of its
entire National Protected Areas System (SNASPE),
induding those resulting from services that are not
directly traded in the market, ar approximately $2.5
billion ({COMAMA 2010).

LAC countries could benefit from the
environmental services provided by forests

in the demand for envimnmental services provided
by forests, particubarly carbon capture and storape.
However, this requires an improvement in regnlatory
and instimutional frameworls, induding those aimed
at promoting the conservation and improvement of
river basins, which require changes in land use.

The participation of local communities is
key for the management of forest resources

Many organimtions have highlighted  the
importance of involving local communities in
forest management, including the FAQ with its
concept of “community forestry development™ and
the World Bank. In this context, the “Framework
developed by FAO, and the Propram on Forests
(PROFOR), managed by the Wordd Bank,
provide puidelines to facilitate the incorporation
of communities in forest management, with an
emphasis on the key components or “pillars® of
forest povernance: political, legal, institutional and
regulatory  frameworks: planning and  decision-
making processes; and stratepies for implementation,
monitoring and evahuation.

In the past two decades, some countries in the
region have also granted forest lands to indigenous
communities including Bolivia (12 million ha),

Brazil (103 million ha), Colombia (27 million ha),
Ecuador (4.5 million ha) and Guyana (1.4 million
ha), as reported by the World Bank (2011h).

In addition, the World Bank has provided suppont
to 10¥ community projects in recent years. For
example, Bolivias Sustainability of Protected Areas
ﬁnjxtmagnnudmmpleufhuwrmmmmgn

be incorporated into forest management using a
co-management model. Within the framework of
this project, the bank has provided funding to cover
the operating costs of the Kaa-Iya Mational Park,
Bolivias larpest protected area, with an area of 3.5
million ha (World Bank 2011h).

* Policy rrcommendations

Atirdct privdte invesiment in new forest
plantations

Private-sector investment can sipnificandy increase
opportunities for increasing mural livelihood and
strengthening  natural resource  manapement.
Forestry companies, forexample, can serve as engines
for development insofar a5 the employment and
income they penerate can have positive multiplier
effects in rural economies.

However, in some countries private investment is
still inadecpuate; hence the need for povernments and
international organizations to create a climate thar is
maore conducive to forestry companies. This means
that rules repulating access to natural resources must
be defined, forest tenure systems that provide legal
security need to be established: processes relating
to exports and the registration of new enterprises
must be simplified and the harmonization of tax and
financial systems should be promoted.

Promote  pdyment mechanisms  for
environmental services that benefit rural

CORIIE N IEES

Information on the economic importance of the
benefits of environmental services provided by forests
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should be introduced in discussions of forestry policies
in LAC. This would lay a more solid foundation
for the establishment of payment mechanisms for
environmental services and contribute to a better
understanding of how communities relate to forest
systems. In this regard, human capital with the
requisite experience and knowledge is needed to
factor in the intangible value of forests when it comes
to determining their economic importance.

Promote the participation of rural
communities in natural resource
management

Public resources should be used to promote
the participation of rural communities in the
management of forestry resources, which is key for
environmental sustainability.

Small forest enterprises, especially producers of
non-renewable forest products, are acquiring ever
greater importance in the region, although many
work in the informal sector and are not legal.
These enterprises play a positive role in the control
of forest fires and the promotion of agro-tourism
and ethno-tourism. However, they need to be
better integrated into productive chains to provide
employment for local communities and contribute
to social integration (Macqueen 2008).

It is also important that sources of traditional
knowledge form partand parcel of forest management.
Recent advances in the fields of science and
technology offer new opportunities for research and
exploration of the possible applications of traditional
knowledge in the areas of healthcare, agriculture and
biotechnology. Traditional knowledge is increasingly
used to address challenges such as adaptation to
climate change, water management and sustainable
forest management.

Improve the quality of information about
NTFPs in the region

NTEFDPs should be given higher priority in programs

aimed at reducing poverty and in forest conservation

strategies, which means better information is
needed. In addition, the units used to quantify
the production of NTFPs should be standardized,
which would allow for a more accurate estimate of
their total production.

In general, legislation and policies related to NTEPs
should be clearer, more consistent and coordinated.
This means that the formulation of new regulations
must be preceded by a systematic assessment of the
opportunities and threats associated with different
species, ecosystems and livelihoods.

Remove barriers to the local management
of forest resources

The launch of public-sector reform programs
to reduce the power of central government may
be appropriate in some cases. More generally,
regulatory and institutional reforms are needed in
the region to promote the decentralization of forest
management.

This is necessary to increase efficiency and
accountability in the provision of forest services.
Responsibility for the use and management of
forests should be transferred, where possible, to
lower level institutions such as local governments,
traditional institutions and local communities.

Political changes in the region could lead to
regulatory and institutional reforms in forest
governance that support decentralized forest
management. Countries should also promote
mechanisms for marketing forestry products and
the legalization of small and medium-sized forestry
enterprises in order to reduce illegal logging. The
mechanisms used in some countries to extract forest
products legally are so complex that it is often easier
for enterprises to pay the fines.

Improve forest governance
LAC countries have great potential to reduce

greenhouse gas emissions. However, this will require
serious effort in the area of forest conservation given

@
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the fact that loss of vegetation reduces the mpacity
of forests to absorb carbon.

In recent years, forest activities have become a
cmucial part of dimate change programs in LAC
countries. However, the long-term sustainability
of forestry activities in the repion depends on a
number of factors such as effective povernance,
better management of carbon stored in forests, the
equitable sharing of its benefits and the inclusion
of dimate change adaptation measures in related
policies and projects.

* Conclusions

The imporance of services provided by forest
ecosystems to local communities and sodiety in
peneral is receiving incressed attention in LAC
countries. These services include carbon foxation
and storape, protection of river hasins, preservation
of scenic beanty and biodiversity conservation.

FAD and the World Bank have established puidelines
that can help LAC countris w evaluate the
management of their forest resources and urge them
to implement climate change mitigation plans.

In several countries of the region there are examples
of measures instituted to address climate change.
These indude Brazils Mational Climate Chanpe Plan
(PMMC), which promotes the reduction of illegal
deforestation, and Costa Rica, where landowners can
nepotiate the right w sell or manape the carbon fied
and stored in their forests and enjoy the benefits.

With repard to non-timber forest producs
(NTFPs), progress has been made by the FAO in
obtaining better statistics abour their production.
However, this information is still inadequate ar a
regional level and requires preater effort in the area
of standardization.

There is a tendency in the region towards sustainable
forest manapement, which is reflected in preater
legal protection for forests. In addition, povernment
investment in the forestry sactor should be analyzed
and the positive cases highliphted.

Finally, the forestry industry must present a “new
face” to society, one that promotes the products and
services provided by forests as well as the industry's
contribution in terms of rural employment and
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Table 13. Roundwood, Frewood, Sawnwood, Wood-based panels, Pulp and recovered
paper production, Year 2009

Eoundwood ~ Firwood — Sawnmood — ToCabaed ::-:;
(000e)  (L00m?)  (000m)  Fogeeoo  peoductiont
(1.000 £

Antiza and Barboda
Argentina 13,536 4652 955 1444 360
Bahamas 50 33 1
Barhados 11 5
Belize 167 126 35
Bealivia, (Pharinafinnal State off) 3239 2309 461 4
Brazil 264,149 141,589 24387 8,296 13861
Camada 107,266 2,158 32,820 11,054 17225
Chile 51,499 15,098 5,836 2373 5,166
Clcambia 11,216 8,82 481 a4 207
Costa Bica 4,681 3387 524 &5 3
Cuka 2054 1,273 171 149
Dominiea B 3
Dhcmiiran Begdslic 514 o 47
Eeuadar 6,030 47090 7 997 2
Fl Salvador 4505 4273 18
Grrmada
Guatemala 18,139 17,685 365 57
F— 1,309 851 73 19
Flaiti 2372 2,033 14
Hondaras 5,119 8,595 277 5 7
Jamaica 526 49 65
T—— 45177 38,752 2814 398 320
Micanipm 6118 6,064 52 B
Famann 1313 1,143 9 9
10,510 6,465 550 161
Fern 5,690 73 626 88
Saint Kitts and Mewis
— 10 10
Saint Vincent and the Grenadines 8 3
Sariname 255 47 *
“Trinidad and Tobagn 50 33 30 2
United States 344835 40,437 61,998 20,097 47,702
Ungmay 5,400 2,210 264 143 1,066
Venemeh (Bolivarian Rep. of 6,359 4011 950 680 74

Source: FAD, 2011. Yearbook of Fonest Produds 2009.

! It represents the sum of: wood T, Incuding wood for chanmal; sawlogs and venesar logs: pulpwood, round and spiit; and other Indus-
wrial soundwond.

2 It Inchudies: wood harsested Som main stems, branches and other parts of trees (whese hese ae hanested for fuel) and wood that will
be used for charcoal production.

3 It repeesents the sum of; venesr sheets, phwood, partide board, and fibseboasd,

4 |t represents the sum of: medhanical wood pulp; semi-chemical wood pulp; demical wood pulp; and dissobing wood pulp; paper and
paperboand that has been used for is coginal purpase and sesidues from paper and papesboard producion

=
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Table 14. Imports and Exports of Forests Products, Year 2009

. Imports of forest products
Antina and Badbmda 4504
Argentina 719,539
Bahamas 25,543
Barbados 4,518
Belize &,106
Baolien {Flarimational State of) 78,700
Broazil 1211 454
Canada 4315 057
Chile 61,371
Colombiz 663,161
Costa Rica 177,795
Cuba 47,759
Diommica lo527
Dommican Repablic 206,556
Ecuadar 218717
H Salvadoe 248 351
Greoada 3167
Guoatemala 285,142
Guram 5,848
Hasti 22 350
Hondnms 4,786
Jamaiea 85,710
Iiczmgua 37,540
Fanama 110.#8%
Panguzy 106 £10
Peru 533,684
Saimt Fits and MNevss 1,797
Saimt Lacia 18240
Saimt Vincent and the Grenadines 8,355
Sudname 14,507
‘Temidad and Tobapo 115,371
United States 16,991,052
Urngmy 115,734
Veneznels (Bolirarian Rep. of) 656,038

Source: FAD, 2011, Yearbook of Forest Produwcts 2009,

The Qutlook for Agriculture and Rural Development in the Americas

Exports of forest products

(1000}

513,874
1,164
4913

19,791
3,614
5,774,457
16,513,271
3,702,247
263 545
36,197
9,808
1,131
5874
176,068
26,820

48,791

405 441
9,648

80,134
91,954

5,593

19,523,431
523,264
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Section llI:
Rural well-being and
Institutional Framework







Rural well-being

Effects of the 2008-2009 economic crises in the rural sector

The impact of the 2008-2009 economic crisis on poverty and rural income-trends in Latin
America and the Caribbean was less than expected. The direction of change in rural poverty

in the region reflects the trend in the agriculture sector and the economy generally.

:) Facts

In Latin America and the Caribbean, poverty and
indigence rates remain considerably higher in
rural areas; and urban-rural disparities have not
decreased significantly (in some countries they
have actually widened).

Access to core services in rural areas has
improved over the last decade. Nonetheless,
deficits remain in relation to urban areas.

In countries where rural poverty levels are high,

poverty tends to be greater in households
whose labor incomes are obtained exclusively
from agriculture, and less in non-agricultural
households (ECLAC, FAO and IICA, 2010).

In countries where rural poverty levels are lower,
poverty tends to be greater in households that
rely exclusively on income from transfers, and
less in households that combine agricultural and
non-agricultural labor incomes (ECLAC, FAO and
ICA, 2010).

Over the past decade, non-agricultural
employment continued to gain ground in nearly

« The output

all countries; agricultural employment among
urban residents increased, and the employment
of women in non-agricultural activities also
increased (Rodriguez and Meneses 2010).

growth during the region’s
“agricultural boom” over the last decade was
concentrated in certain regions and specific
products, and is linked to producers serving
external markets (Silva and others, 2009).

Progress towards achieving the Millennium
Development Goals on poverty reduction
has been slower in rural areas than in urban
ones. Countries that have made little progress
in reducing rural poverty have also made little
progress nationally; whereas countries that have
achieved more in terms of reducing extreme
poverty nationally are also those that have made
most progress in reducing poverty in rural areas.
Lastly, countries that have already attained the
poverty reduction goal or that are close to doing
so, display similar progress in both urban and
rural areas (ECLAC, 2009).

« A perspective on Latin America and the Caribbean «



# Context

This focuses mainly on the analysis
of mural employment and income during the
2008-2009 crisis, using data obtained from the
2008 and 2009 household surveys for ten Latin
American countries®. Rural households are
divided by income source into four categories: (i)
apricultural households (all employed household
members in apriculture); (ii) non-
apriculiural households (all employed household
members engaped in non-agricultural sectors):
(iii) mixed or multi-activity households (at least
two houschold members employed: at least one
in the apriculture sector and another in a non-
apricultural activity): and (iv) transfer-dependent
households (no household member employed).
The analysis makes it possible to deepen the study
made for the previous report (ECLAC, FAO and
IICA, 2010).

An analysis was also conducted on the tend of
rural incomes between 2008 and 2009, both for the

inCome-earners (wages, Own-acoount income and

income as an employer) and for the households,
istinguishi between agricultural and non-
income. Incomes in 2009 were deflated by the price
index implicit in the cost of the shopping basker
wsed tw define poverry. Employer incomes are
presented in agprepate, because in some countries

Based on those figures and other data from ECLAC
(2010e), an overview is ted below of the
recent trend of rural poverty in the region (fhgures
20 and 21), and of the incidence of poverty in
different rural housshold groups (see table 15 at the
end of this chapter).

The following sections analyze three sets of factors
related to the trend of rural poverty: (i) the
performance of the economy and the apriculture
sector; (ii) the situation on the mural labor market:
and (iii) the behavior of average incomes, both
labor income and transfers. The chapter condudes
by identifying relevant issues for public policies in
the rural sector.

Figure 20. Latin America and the Caribbean (18 Countries): changes in poverty and indi-
gence rates (total, urban and rural), 2002-2007 vs. 2007-2009

{Annual average in percentage points)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the bask of spedal tabulations

of househaold surveys.

“The countries are Bravil, Colombsa, Costa Ric, Domanican Republic, Ecuador, Bl Sabvador, Panama, Parapuay, Peru and Urupuay.
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Figure 21. Latin America and the Caribbean: changes in poverty and indigence rates (national
and rural) in seven countries, 2002-2007 vs. 2007-2009
{Annual average in percentage points)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the bask of spedal tabulations

of househaold surveys.

Relation between crisis, rural employment
and poverty

In the period 2002-2007, the economy of Latin
America and the Caribbean prew at an averape
cumulative rate of 5.0% per year, with rates above
3% in most countries. The im of the crisis,
which started to affect the region in the second half
of 2008, was felt throughout 2009 and the regional
growth rate dedined by -1.8% (see statistical
appendix).

During the pre-oisis period (2002-2007),
apricultural value-added” (AVA) basically tracked
pross  domestic  product  (GDF).  Monetheless,
behavior was more heteropeneous during the orisis,
with an averape reduction of 0.2%, and falls in
several countries (see statistical appendix).

T Also often referved to 25 apriculural GDR

In addition to the drop in production, in 20090 the
downward trends in the poverty and indigence rates
that had prevailed since the start of the previous
decade also went into reverse.  Monetheless, the
reductions were not as sharp as in other crisis periods,
and both rates are expected to have resumed their
downward trend in 2010 (ECLAC, 2010¢).

Data for the region as awholeshow that the incidence
of poverty increased by just 0.1 percentape points
(from 33.0% o 33.1% in 2009, while indipence
increased by 0.4 percentage points (from 4.9% to
13.3%). The increase in rural areas was sliphdy
greater (0.5%), both in poverty (from 52.3% to
53.8%) and in indigence (from 29.5% to 30.0%).

During the economic upswing of 2002-2007 both
national and rural and urban poverty declined by

o
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an average of almost 2% per year. Monetheless, in
the crisis perind (2007-2009) average poverty rates
fell throughout the repion and in its urban areas,
but increased in rural areas. The contrast between
the two periods is more accentuated in the case
of rural indigence: the extreme poverty rate fell
on averape by more than the total repional and
urban rates between 2002 and 2007, but increased
by more than both in the period 2007-2009 (see

figure 20).

Berween 2008 and 2009, the predominant trend in
rural poverty and indigence — in countries where
information & available for both years — was
of poverty in Brazil, Colombia, the Dominican
Republic, Ecuador, Panama and Uruguay: and also
of indigence in those countries along with Perw. Only
in Costa Rica and Paraguay did in the poverty and
indigence rates both rise between 2008 and 2009.

A comparison between the boom period (2002-
2007) and the crisis years (2007-2009) in seven
countries studied shows that poverty and rural
indipence decreased in the pre-arisis period. In
most cases, poverty decreased more in rural zones
than in national-averape terms.

Between 2007 and 2009, poverty either dedined
(Brazil, Ecuador, Panama, and Peru) or
returned to levels similar to those of 2007 (Costa
Rica and the Dominican Republic). In the case of
indipence, rates were higher in 2009 than in 2007
in Costa Rica, Ecuador and Parapuay (figure 21).

able to cope with the crisis

The group in which poverty reduction i most
widespread consists of households that combine
apriculiural and non- apricultural sources of labor

income in all countries, except Parapuay.

The trend of poverty in this proup of households
is notable, becanse seven of the nine countries

in which poverty dedined (Brazil, Colombia,
Costa Rica, Dominican Republic, Ecuador and
Urnguay) had already achieved lower rates. This is
significant, because the diversification of income
(agriculural and non-agriculural) is a stratepy
that rural households can implement to reduce
poverty, particularly those with possibilities of
doing so either because of their socio-demopraphic
composition (they have more than one income-
earner by definition), or because the rural labor
market offers non-agricultural job alternatives
(ECLAC, FAD and IICA, 2010). Accordingly,
in addition to helping reduce poverty, the income
diversification strategy seems also to have been
appropriate for coping with the crisis.

Between 2008 and 2009, poverty incidence in
rural households increased in Costa Rica, Paraguay
and Peru, alongside an increase in among
individuals (ECLAC, 2010e). These are also the
only three countries where poverty in apricultural
households increased. In contrast, inthe other seven
countries (Brazil, Colombia, Dominican Republic,
Ecuador, El Salvador, Panama and Umnpuay),
poverty decreased in terms of total rural households
and apricultural rural households (see table 15 a
the end of this chapter).

The most favorable situations were in the
Dominican Republic, Ecuador and Urugnay,
where poverty decreased in all household groups:
and to a lesser extent in Brazil, where it increased
slightly amonp transfer-dependent households.
In contrast, the increases in poverty that affected
most household proups were in Costa Rica (in
total rural households, apricultural households
and mnon-agricoltural houwseholds) and in
Paraguay (in total rural, agricultural and mized
househaolds).

These figures coroborate the results of the
previous report (ECLAC, FAO and IICA,
2010): the highest incidence of poverty occurs
in agricaltural households and in those that rely
exclusively on transfers. In all cases, poverty in
apricultural houscholds & above the averape
for all rural households and lower in non-
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agricultural and mixed households. In seven
of the countries (Brazil, Colombia, Costa Rica,
Dominican Republic, Ecuador and Uruguay)
the lowest incidence of poverty occurs among
mixed households. Compared to the average for
total rural households, poverty incidence among
transfer-dependent households is particularly
high in Colombia, Costa Rica, Dominican
Republic and Panama (see table 15 at the end of
this chapter).

During the crisis, poverty in rural
households reacted to the performance of
the economy and the agriculture sector

Two of the three countries in which poverty
increased during the crisis (Costa Rica and Paraguay)
experienced a substantial drop in real agricultural
value-added. Moreover, although real GDP grew
overall, it did so at an average rate of less than 1%
per year, considerably below the rates achieved in
most other countries.

In contrast, in five of the seven nations in which
poverty among rural households decreased, there
was an increase both in agricultural value-added
and in real GDP, in most cases at rates above
3% (Brazil, Dominican Republic, Ecuador and
Panama). The coincidence between the reduction
in rural poverty and the growth of agricultural
value-added does not necessarily imply causality,
however. In fact, as will be seen below, despite
the increase in agricultural production in several
countries, average labor incomes received by
agricultural income-earners decreased, particularly
in poor households (see table 17 at the end of this
chapter).

This result coincides with studies that have
concluded that poverty reduction has not been
linked to agricultural growth, but rather to public
policies and an increase in non-agricultural incomes

(Silva and others, 2009).

Table 16 (at the end of this chapter) shows indicators
of the trend of the rural labor market between 2008

and 2009, and of the global performance of the
economy and the agriculture sector.

There is no clear relation between the
employment and poverty indicators

The trend of the rural labor market matches the
trend of poverty in Costa Rica and Paraguay only,
with poverty increasing in both countries (table
15); the number of persons employed in agriculture
decreased (in Costa Rica the number of persons
employed in non-agricultural jobs also fell) and
unemployment increased, both in absolute terms
(the number of people unemployed) and in terms of
the open unemployment rate (EAP) (see table 16).

The situation is more varied in the other countries.
In some cases where poverty decreased, both
agricultural and non-agricultural employment
grew (Columbia, Ecuador and Panama), while
in others (Dominican Republic and El Salvador,
agricultural employment increased, while non-
agricultural employment declined. Moreover,
the number of unemployed workers increased in
the five countries, but in Colombia employment
growth offset the increase in unemployment, and
the unemployment rate fell back. In contrast, in
the Dominican Republic, Ecuador, El Salvador
and Panama, employment growth was insufficient
to compensate for the rise in unemployment.
Accordingly, in these cases, it is important to obtain
greater detail on the dynamic of autonomous
incomes vis-a-vis capital income and income from
transfers, both among the recipients themselves
and at the household level.

Lastly, only in Peru and Uruguay did unemployment
fall both in absolute terms and as measured by the
open unemployment rate, although with different
dynamics in terms of the employment trend. In
Peru, for example, jobs were created in both the
agricultural and the non-agricultural sectors, while
unemployment declined; in Uruguay, the main
force reducing the unemployment rate was the
reduction in unemployment, since agricultural and
non-agricultural employment also declined.

o
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In most couniries, the incomes received by
agricultural earners decredsed, particularly
wdge iNcome

Berween 2008 and 2009, the averape income
obtained from apricultural wapes decreased in
poor househokds, both in countries where poverty
grew (Costa Rica, Paragnay) and in those where it
decreased (Brazil, Ecuador, Unugueay). In some cases,
the decrease ooourred both in the poor household
group and also in total rural households. In just
three countries (Dominican Republic, El Salvador,
Peru) did averape income obtained from agricultural
wapes increase among all rural households.

In half of the countries, average incomes received by
apricultural earners in poor households deteriorated,
because both averape wapes and average income eamed
by own-account workers decreased, indhuding countries
where poverty increased and others where it dedlined.

Of the seven countries in which rural poverty
decreased, the incomes received by agricultural
earners in rural households, both poor and non-
poor. increased only in the Dominican Republic.
This provides evidence that in 2009 a deterioration
in labor incomes from agriculture the countries of
the region on a widespread basis.

Mon-apriculoural  labor incomes have penerally
behaved more positively, with different trends
berween own-account income and wapes. The Latter
have grown in poor households in six of the ten
countries (Brazil, Colombia, Dominican Republic,
El Salvador, Panama and Peru). In contrast, own-
account incomes dedined penerally in countries
where poverty increased (Costa Rica, Parapuay and
Peru); but they increased, in poor and non-poor
households alike, in countries where poverty declined
(Dominican Republic, El Satvador, Panama).

The trend of remitiances to rural bouseholds

Transfers can be dassified according to whether: (a)
they are public or private; (b) they are of domestic
or foreipn origin: and (c) they represent royalties
or capital income. Public transfers can consist
of retirement or other pensions, or income from
public programs of various types. MNonetheless,
few comparisons can be made between countries,
because, unlike labor incomes, there is no standard
classification of transfer incomes. In some cases,
the classifications even change from one year to the
next, which means situations have to be analyzed
on a case-by-case basis (see fipure 22).

Remittances from abroad are a2 component of
transfers that are susceptible w the effecs of
economic crises. The most nomble case is El
Salvador, where income from remittances —the
larpest component of transfers — was the only
catepory that decreased in 2009, in poor and in
non-poor households alike.

In Ecuador, remittance income was the only
component of transfers to decrease in poor
households, but this was substantially offset
by an increase in income from that country’s
human development grant (Bome de Desarrolie

Humuana).

Nonetheless, average income from remittances
from abroad increased in other countries: Parapuay
was the only country in which transfer income
increased both in poor and in non-poor househaolds:
while in Peru, there was an increase among non-
poor households. Remittances also prew in the
Dominican Republic, although their contribution
to income growth was less sipnificant.
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Figure 22. Composition of transfer income, by income category, in 2009 (Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the bask of data from house-

hold surveys conducted in the respective mountries.

There is a clear difference berween the behavior of
remittances sent to FEl Salvador and Ecnador, on
the one hand, and those sent to Peru and Parapuay
on the other. In the first two countries, remittances
come mainly from the United States and Spain
(Morth-South) which are the main destinations
of rural mipration abroad. In contrast, in Peru,
remittances stem mainly from emigration to Chile

+ A perspective on Latin America and the Caribbean .

and Arpentina and in Parapuay from emipration to
Brazil (South-South). Thus, the trend of remittances
is likely to reflect the impact of the crisis in their
countries of ongin: preater effecs in the United
States and Spain, affecting remittance flows o
Ecuador and El Salvador: and smaller effects in
the South American countries, favoring remittance
fows to Paraguay and Peru.
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The trend of household incomes is shown in
2 breakdown into two larpe catepories: labor
income and transfers and capital income.
Average incomes of the latter type increased in
poor households in nine of the ten countries
induded in the study (not in Parapuay): and in
eipht of the ten countries they increased in toeal
rural households (the exceptions in this case are
Panama and Paraguay). Accordingly, in most
cases income from transfers and capital either
helped compensate for the fall in labor incomes,
or else boosted their prowth.

The role of income from public policies is crucial
in situations of economic crisis. In this regard, the
most significant case i Ecuador, where transfer
incomes compensate for the reduction in labor
incomes in both poor and non-poor households. In
that country, the component that contributes most
to the increase in transfers s inome obtained from
the human development prant (Bono de Desarmollo
Humano), Other similar cases include Costa Rica,
the Dominican Republic and Panama, where income
from social proprams® are the transfer components
that contribute most to income in poor househaolds.

Retirement inoomes are also important, particulardy
in non-poor households. In Brazil and Costa Rica,
this income component accounts for most of the
increase in transfers in poor households and in rural
households generally.

dgricultural wadges are the most important
sources of the variation in averdge income
among rural bousebolds.

A further exercise consists of breaking down the
rate of variation of average household incomes®,
to determine the importance of each income
source, bearing in mind both the magnitude of
its variation and its weight in total household
income (see fipure 23).

For rural howssholds a5 a2 whole, income from
transfers and capital made the larpest contributions
to the variation in average total income, either
because they reinforced the growth of agpregate labor
incomes (Brazil, Dominican Republic, El Salvador
and Urugnay) or the reduction in those incomes
(Paraguay), or else because their dowmward trend
is reversad {(Colombia, Costa Rica and Ecuador) or
the fall is attenwated (Panama).

¥ |n Costa Mica they indods income fom eranders provided by IMAS, non-contriteiory penssons, scholarships, and subsidiec. In Panama

inmmme comes from the Parvis

programme, howming amisiance, the Mational Secyetariat for the Muiritional Food Plan (SEMAPAN],

hmmﬁmﬂhmimmu In the Daminican Republic they are sppresated under

the catepory of “poeernment Esistance”

9 The wariatson in toeal aversps income of houssholds & broken down as follows. Let ¥+ - inizl housshold income ohizned from labor acty-

ity Li in period t; and Y7'= total income from tramsfers to houssholds in period ¢ Then TL-I-'I'L' is izl labor income in period t: and 1)
= Y7+ Y7 The rate of prowth of income between the twa™ is given vzf, B,= {T' Yo - M- FI.-' Lt ol ?Tj‘_.ﬂupqxl'
tion of housshold income obizined from |abor activty i and afe- ﬂrp‘cpi'ﬁmd’hmnﬂlddhmtd:ﬁu‘d&nﬂﬂlﬂm.h

Lol of = 1. The prowth rate of income, &, mhmm:hmiﬁwmiﬁdﬁm-mmw
by the propontion of zach one in total houszhold income during the period -1 In odher words, 5 - E; @l [{TL' 1-1_.]}*“%-1{11 -¥ET
I-'E'n"LEi-'“"fnq-ﬂtmiiﬁmmkﬁﬂadtmlﬂ'iﬂﬂmimmwlhﬂﬁghﬂmémﬁm i
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) Box 10. Selected social programs of the joint social assistance
institute of Costa Rica

The Joint Institute for Sogal A (IMAS) was oreated in 1971 throwgh Law 4760, for the
main purpose of combating poverty. In 2011, 84% of #s budget was spent on senaces
for families Iving in poverty. The way the IMAS operates has changed from a welfare-
assistance model to a sooal-advancement model. Benehaanes are selected through the
Target Population identification Systemn (SIPO), for which a sooal action record card =
used. At the present ime, it is unning about 25 programs, induding the followang:

{a} Mutntion with equity, targeting women heads of household.

(b} Avancemos [Let's make progress], which provides education subsidies to persons
wnder 25 yvears of age, on the condition that the benehaanes remain in the education
and health systerms.

{c) Housing improvement.
{d) Productive idea.

() Community households, targeting senices for children of working mothers, n which
prnate households look after up to ten chadren.

() Traning subsidy, targebng the adwlt populabon, and linked to the Produdive ldeas
prograrm.

(g} Mational Network for Child Care and Development, a flagship program of President
Laura Chinchilla, which differs from the community household program in that it also
provides psychopedagogic care and food.

h) Fideicomiso [Trust fund], a program prowiding small subsidized Inans, with a guarantes
fund through the National Bank of Costa Rica.

{1y Local sclidanty funds, which provide transfers to community organizations based on
frust

{]) Comiprehense family care, in which a diagnostic study & made of the main dehots
faced by families, and strategies are defined and applied to enable them to escape
poverty.

Further information can be chiained online at http:/ fwwsadimas go.cr.

Sowre: LC. Dengn, Presentafion on IMAS at the Central American Dialogue on Price Violatility
Polidies, San Sakador, 15-16 June 2011.
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Box 11. Social programs in Brazil

Income guarantee and social protection policies.

These midude miemum wages, sodal secunty
benefits, the Continuows Benefit Program {prowdes
a MM wWage, on a non-contibutory basis, to
older adults and disabled persons unable to maintain
themsehvwes) and the Bolsa Familiar conditional cash
transfer program. The latter = a flagship program
under which families receive a subady according to
thewr income level; it oumently supports 14 mallkon
families. A study underdaken by the Instiute of
Apphed Economic Research (IPEA) found that this
program has a major mpad;, accounting for 1296 of

the redudion in inequality achieved bebween 2001
and 2008, as measured by the Gani coefiicent.

INSTITUTIONALIZATION OF FOOD AND NUTRMONAL
SECURITY. In 2006, Law 11.346 was passed, aeating
the Mational Systern for Food and Nutritional Seourity
(SISAMY and a counal, with about 2,000 delegates
eleded from acoss the country, which meets to
set guidelnes for the Mational Food and Mutmtion
Seourity Fuhc'r' (PNSAN). The PNSAM is a maulisector
policy covenng vanous manistenal programs sudh as:

{a] PROMOTION OF UINIVERSAL ACCESS TO ADEQUATE FOOD;
Bolsa Farmaing, National School Meals Program, the
Pubbc Food and Mutrtion Equepment Metwork,
the Work for Food program, and the Program o
Distribute Food to Spedfic Groups.

I:l:l-:l PROVISION AMD STRUCTURING OF FOOD PRODLCTION,
PROCESSING AND DISTRIBUTION SYSTEMS:  Minimum
prices and formation of stocks, National Program
for Strengthening Family Agnoultural (PRONAF),
Program for Procurement of Food Produced
through Farnily Agncultural (PAA), Agranan Reform,
Program for the Consenvation and Managerment
of Agro-Biodiversity and the Program to Support
Fishemmen and Aoquaoubturaksts.

I:C:] PROMOTON OF UNNERSAL ACCESS TO  WATER:
Construchion of osterns to store raimwater for
human conswmption and food producion

(d)SUPPORT FOR TRADMIOMAL PEOPLES  AND
COMMURITIES: Distribution of food, regudanzation
of land holding.

(e)Suppaort for permanent food and nutntional
education processes, mtegrating  adions
undertaken by the Ministnes of Socal
Development, Health, and Education

{f) Strengthening of food and nutnbon adhons
at health care levels, induding achons by the
Manistry of Health

MUTRITIONAL SECURITY ACTIONS UNDERTAKEN BY THE
MBETRY OF S0CAL DEVELOPMENT AND HUNGER
ALRVATION  (MDS). Multiple inhatves  are
promoted for implementation in the production,
miarketing, and consumption areas.

BRAZIL WITHOUT MiSERY Puan This plan has
been launched by the new povemment of
President Dilma Rousseff and s seen as the
second genembon of the Zero Hunger Plan
mmplemented dunng the first tem of office of
President Inaco Lula da Sika. The government's
pronty = to eradicate exrerme poverty, which
currently affects 16.2 million peu-ple, withan
four years. The program has three major pllars:
{3} income guarantes (expansion of the Bolsa
Familia program); (b)) productve inclusion (skal
development, training, others); and () access
to public senices (health, edumtion, water,
others). As part of this Plan, speahc programs
will be implemented ini rural areas on techrecal
assistance, seeds, water for all, proocusrement
of food from family agnculturml, and pubkc
proowement (school meals). To that end, the
government wants to iImvohe supermarkets and
the prvate sector generally.

Further information can be found at  hitpy/
wwanimda. govbr

Zource: M. Takag, Presentabon at the Intersectoral
policy dealogue to address food pnce hikes and
volatiity: challenges and opportundies, Sanhiago,
Chile, 78 June 2010
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In poor households the effect is similar, because in
six of the ten countries, the increase in transfers and
capital income helped to reverse the effect of the fall
in labor incomes (Brazil, Costa Rica, Ecuador, EL
Salvador, Paraguay and Uruguay), and in three cases
reinforced the increase (Colombia, Dominican
Repubdic, Panama).

Transfers and apriculiural wages are the first and
second source of the increase in averape incomes
among all households repomting an increase in their
income. In cases where average incomes dedined, in
total households there i no dominant source, bat,
in poor houssholds, own-account incomes are the
first or second most important source of reduction
in all countries.

varidtion in tetal income

Of the different sources of lsbor income, those
contributing most of the variation in averape
sources. Agricultural wages and own-account incomes
are the first or second most important labor source
contributing to the inorease in all countries where
averape income rises, both in households penerally
and among poor households. In cases where averape
incomes dedine, there are two major sibuations:
(2) apricultural wapes are the most i labor
component in total housshold incomes: and (b)
component of income in poor houssholds.

Figure 23. Compaosition of the rate of variation of average household incomes
in 2008-2009, by income category

(Percentage points)
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Public-policy implications

From a regional standpoint, the 2008-2009
economic crisis had a smaller negative impact on
the trend of poverty and rural incomes than might
have been expected. Nonetheless, countries differ
in terms of how the trend of rural poverty relates
to: (i) the general macroeconomic environment
and performance of the agricultural sector; (ii) the
evolution of the rural labor market; and (iii) the
trend of average incomes from different sources,
both in households and at the level of individual
income-earners.

Firstly, the results highlight the fact that—at least in
the group of countries analyzed— there is a relation
between the direction of change in rural poverty and
the trend of the agriculture sector and the economy
generally. In two of the three countries in which
the agricultural sector shrank during the crisis
period and the economy performed weakly overall,
rural poverty increased. In contrast, rural poverty
declined in countries where the agriculture sector
or GDP, or both, grew. This shows that poverty
in the rural area is not disconnected from what
happens in the macroeconomic domain. A strongly
performing economy and agriculture sector are
therefore important to prevent rural poverty from
increasing.

Rural poverty decreased in most countries during
the crisis period, although the labor market generally
deteriorated. At least four trend scenarios can be
identified: (a) a reduction in rural poverty with an
improvement in the labor market, as occurred in
Colombia, where the increase in employment offsets
the increase in the number of unemployed and the
unemployment rate falls; (b) a reduction in poverty
in conjunction with improvements in employment,
the number of unemployed and the unemployment
rate (Uruguay); (c) an increase in poverty, even
though employment grows and the number of
persons unemployed and the unemployment
rate fall (Peru); and (d) an increase in agricultural
employment, non-agricultural employment, or
both, together with an increase in the number of
persons unemployed and the unemployment rate,
a situation that occurs in the other seven countries,

and includes both nations in which poverty increases
and others where it declines.

The effect of the deterioration of the labor market
can be seen most clearly in labor incomes. In five
of the seven countries in which the number of
unemployed and the unemployment rate both
rise, there is also a reduction in average household
income obtained from employment, and in average
remunerations, particularly among agricultural
wage-carners (Brazil, Costa Rica, Ecuador, Panama
and Paraguay).

This means that the trend of the labor market is
an important determinant of poverty, confirming
the findings of studies undertaken by FAO, with
support from ECLAC and the International Labour
Organization (ILO), on labor- market policies and
rural poverty in Latin America (FAO/ILO/ECLA,
2010).

In particular, those studies confirmed that the
characteristics of labor-market institutions and
employment processes in rural areas partly explain
the poverty conditions in which rural dwellers live
and work — for example, weaknesses in the design
and application of labor-market institutions, the
minimum wage, social protection, unionization
and labor hiring modes, among others.

Moreover, a number of problems serve to reproduce
poverty among rural workers, such as child labor
and discrimination against women; and other
processes also have an influence, such as internal
and international migration, and product labor-
certification mechanisms. Although that set of
institutions and processes have helped to reproduce
high rural poverty rates, they also have the potential
to help overcome them, depending on the legal
framework, labor-market regulations, and the
capacity and will to enforce such legislation.

A third element concerns the behavior of income,
particularly the increase in average income obtained
from transfers in most countries, which in many
instances counteracts or cushions the reduction
in labor incomes. Nonetheless, differences in the
classification of transfers make it hard to perform

o
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Cross-country comparisons. In some  cases, a
positive role can be identified for income obtained
from social proprams to cushion the drop in labor
incomes in poor households (Costa Rica) or the
reduction in remittances from abroad, in both poor
and non-poor households.

The results evoke the fundamental principles of the
document presented at the thirty-third session of
ECLAC entitled “Time for Equality: Closing Gaps,
Opening Trails" (ECLAC, 2010f). That document
sugpests the priority of strenpthening national

capacities to achieve productive converpence, reduce
gaps, while also strengthening social protection
systems based on sustainable financial mechanisms
and inteprated solidarity frameworks.

The region’s political apenda therefore needs
to promote debate on the situation of the rural
labor market, the creation of decent jobs, the
contribution thereby made to reducing rural
poverty, and the need for public policies that
enhance that contribution.

Table 15. Latin America (10 countries): incidence of poverty in rural households

by typology, 2008 and 2009
{ Percentages of total households in each group)

Total rural Agriculrural
bouseholds  rural households
M08 2009 0B 1009
Brazil 22 309 387 381
Calombia 578 5648 583 582
Costa Rica 147 158 1E5 194
Ecuadar 437 W7 523 459
El 3akvador #0465 666 583
Panama 356 M2 550 521
Faraguiv 572 602 678 T4
Feru 524 535 84 6L7
n_"'m. : | 451 409 524 466
Uruguay af 41 6.3 36

:-:I teold rural houssholds I'if_u-.’
ITEC OIS

i il i 2005 2004 2005 2009
270 244 229 215 287 28
458 193 453 45.0 TET T4
o 11.4 6.0 5B 303 386
a1 ME /3 M2 S50 524
355 322 41.3 324 &7 §3.4
158 142 a2.1 3.4 £6.1 522
=9 41.3 51.%2 544 §7.1 §6.4
2235 Z1B 4832 £8.7 35.1 30.1
334 280 L3 252 B5.6 8502
EOD 57 T 16 o1 5B

Source: Economic Commission for Lafin Amernica and the Caribbean (BCLAC), on the basis of data from house-

hold sunveys onduded in the respedive countries.
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Table 16. Latin America {10 countries): indicators of the dynamic of the rural labor market
(2008-2009) and the performance of the economy (2007-2009)
{Percentages and rates of variation)

2007-2009
e _zlr.:-.-
TUnemployment rate

E Fermons
m‘ﬂ!iqd
GDF AVA EAP T innon-  Unemployed — 2008 2009

scul apriculnaral

Costa Rica 0e 24 43 49 3z 643 51 Bl
Paraguay nF 48 Tl 150 54 235 32 3,7
Feru 52 44 42 46 41 17,1 Lo 08

Coumiries with 2 reduction in poventy in all noral households or in agrouleral moral howssholds

Brazil 3 0s 0 25 L5 74 25 32
Colombia 15 A5 BS 79 10,6 52 82 78
Ecuadar 37 34 47 50 21 13 w3
ElSindor 08 24 58 125 23 13 & T8
Panama 6 03 29 14 41 89 s 38
ﬁ 14 +2 oo 22 33 - 126 10
Uruguay 57 a3 -ap 34 a1 22 24

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from house-
hold surveys conduded in the respective countries, and BADECOM database [date of reference: 18 May 2011].

+ A perspective on Latin America and the Caribbean .



Table 17. Latin America (10 countries): variation in average income received by income eamers
and average housshold income, by country, according to income source
(Percentages)

Costa Rica

Poct 245 -30 5,3 63 185 32 L3 -1#

HNom-poor a4 14,5 58 41 21 08 26,0 4,1

Total 15 130 5 45 pn 03 216 Lg
Faraguay

Poor 8.1 -182 -39 -20 -11,0 -50 130 B8

Nom-poor -L5 35 182 -5 &7 -2 22

Total -11,7 -125 23 73 -33,7 -1,3 -26,8 4B
Feru

Poor 115 262 70 65 43 154 04 140

Nom-pooc 10,0 49 0.5 24 T4 i &8 47

Toal 8,7 152 2,7 29 -TB 6.2 5,7 6,0
Brazil

Poor -3,1 3,5 3l 3,7 43 32 57 -4

HNom-poor 3.8 3.4 02 1.5 09 0,1 21 0

Toal -84 37 L1 6.2 27 0E 57 Le
Colombia

Poor 12 8 L# 4,1 121 33 31,1 53

HNom-poor -5,0 173 05 147 -16.4 -5.5 -L5 48

Total 12 5,1 03 -10,7 125 -1,5 7l a7
Ecuador

Foor 71 =27 04 42 -13,1 7,1 35,7 a,1

Nom-poor 15 45 13 -8z 25,1 -85 Z8 -53

Toul 0.2 64 5 -150 21,7 44 2,1 a7
El Sahradar

Poor 105 -1,# 3.5 g 213 2.5 1IL5 -L7

Nam-pocs 75 514 83 6,1 IER 47 47 47

Total 1% 415 10,5 0 34 40 85 54

Continued on page 99
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Continuation Table 17

Arerage labor mcomes received by earners .lh'l.-:n':: income per househald
Poox S 58 a4 50 4.5 T 17,5 10,5
Nom-poox -2,0 -T,1 21 15 16,0 45 8,6 -55
Total 10 65 18 3,1 140 21 29 22
Deomini
Republic
Foor 85 160 78 84 36,2 21 190 49
Nam-poce 97 13 45 52 03 1 509 9,1
Total 90 10,7 79 61 145 110 5 138
Uruguay
Fooo -122 243 93 246 - -182 35,5 08
Nos-poce -20 78 31 12 38 09 s 45
‘Toal 12 63 40 39 36 08 =0 62

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from house-
hold surveys conducted in the respective countries.
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Public policies and institutional framework

In the current scenario, the countries need to modernize the
institutional framework and public policies with a long-term vision

Latin America and the Caribbean (LAC) have sufficient resources to produce the amount
of food that its population will require in the future, but the institutional framework is in
need of meaningful reform if the region is to implement inclusive State policies that offer
more than short-term assistance and are designed to achieve sustainable development.
Medium and long-term policies that address more than strictly agricultural issues should
be the rule rather than the exception and encourage the allocation of resources to the
agricultural sector, bearing in mind its key role in the attainment of development objectives
and not only its contribution to gross domestic product.

) The facts

The LAC countries implemented social policies to mitigate the effects of the international economic
and financial crisis and help reverse the increase in poverty in 2010. Measures adopted included the
expansion of social assistance programs and the promotion of conditional cash transfers (Fiszbein
et al. 2009, ECLAC 2010e).

Expanding trade relations with Asia, and especially with China, has enabled countries like Brazil,
Chile, Argentina, Ecuador, Peru and Uruguay to offset the effects of the economic downturn in the
United States and Europe.

The new series of food price hikes that began in August 2010 has created problems for the net food
importing countries and consumers the world over, forcing nations to adopt public policies to reduce
the impact of the increases. The net food exporting countries, on the other hand, implemented
policies designed to take advantage of the opportunities that arose.

Most LAC countries are currently adopting economic policies with a monetary and financial approach.
However, they lack the fiscal capacity to implement them, and face other challenges such as inflation
and the appreciation of their currencies.

In 2010, reforms of the region's institutional regulatory framework were proposed in order to
respond more efficiently to issues related to food production and rural development.

The countries have not made substantive changes in the allocation of resources for the agricultural
sector, despite the fact that more duties and responsibilities have been assigned to the ministries of
agriculture.
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= Owver the last two years, free frade agreements in the region have fostered stronger links between
agnoutural sector institubions and other public and prvate sector agences.

Food secunty has become an increasingly important isswe, as have efforts to assist the population
that cannot cbtain sufhoent food and s vudnerable to the effedts of dimabc events. Small farmers
and other rural dwellers were included in that segment of the population, keading to the creation of

programs and coordination mechansms to meet their needs.

Many countries in the region made major efforts to reactivate their extension and techrecal
assstance senices for small and medium-scale producers, in the area of processing as well as

primary production.

* Recent trends

Food price hikes penerally have adverse consequences
for consumers and create social tensions and
pressures that force governments to adopt public
policies to offset the negative effects of higher
prices on food security, espedially among the most
vulnerable sectors of the population.

In countries like Honduras, the poorest families
spend up to 83.3% of their income on food,
while the fipure for the hiphest income families is
less than 10%. This highlights the inequality that
exists in parts of Latin America and the need for
governments to take urgent action to address it. Mot
all the countries make the connection between this
issne and higher food prices in their public policies,
hicrwever.

sitwation of most LAC povernments was healthy,
following a perind of strong economic prowth, and
that allowed them to adopt a series of countercydical
public policies. In the period 2010-2011, on the
other hand, the tight fiscal situation has made it
difficult for the countries to continue implementing
their programs w combat inequality or o underake

new initiatives in that area, which in turn is creating
new social tensions and political pressures.

Both net importing and exporting countries in the
region have been more indined to adopt defensive
policies to deal with the crisis and price volatility
than proactive policies that would allow them to take
advantape of long-term opportunities. In addition,
they have a limited number of tools available for
implementing defensive trade policies.

Policies implementad

The countries implemented a combination of
sectoral and social policies, all of which were
designed to promote national production in some
way. The aim was to protect both consumers
and agricultural producers, especially the most
vulnerahle, byk&pﬂgdﬂuﬂtpm stahle and
preventing job losses.

Some countries endeavored to  strengthen
production chains by creating or strenpthening
financial institutions and systems to support
the apricultural sector. Debts often had to be
refinanced and, more recently, the effects of having
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an overvalued currency have become a concern in
many countries.

According to a survey conducted by IICA in 2011,
since 2000 28% of the countries induded in a
sample of 20 nations have adopted policy measures
to address food price hikes and food insecurity:
Furthermore, during 2010 and the first half of 2011,
30%, of the countries made some kind of substantial

chanpe in their agriculiural policies. The principal
objectives pursued by the policies implemented
during 2010-2011 were: to ensure domestic food
supply (70%% of the countries), to foster production
(58% of the countries) and to stabilire prices
(30% of the countries). It is interesting to note
that only slightly more than 10% of the countries
implemented specific policies to protect the labor
market (see fipure 24).

Figure 24. Objectives of the polides implemented (% of replies)

2 MM #0 50 & TO BD

(¥a}

Source: Prepared by authors, based on Agricubural Outlook 2011 questionnaines.

The study also sought to determine the respondents’

perception of the effectiveness of the policies
adopted. The policies designed o ensure domestic
food supplies were deemed to have been the most
effective (68% of the replies), followed by those
aimed at promoting production (57% of the replies).
Half of the respondents believed that the objective
of stabilizing prices had been achieved effectively:
The policies simed at repulating competition and

+ A perspective on Latin America and the Caribbean .

P the labor market were reparded as the
least effective (see fgure 25).

One limiting factor identified was the lack of
evaluation and monitoring mechanisms, since 50%
of the respondents in the 20 countries studied said
there were no active systems for performing that task.

This means that the replies of the people surveyed
were larpely a matter of subjective perception.

©



Figure 25. Degree to which the polides implemented achieved their objedives
(% of replies)

Hye:
o
D

Source: Prepared by authors, besed on Agriculiural Outlook 2011 questionnaines.

Subresiond] polic

The public policies adopted in the different
coumniries reflect the ific conditions of each
nation and region and the siteation of the varions
stakeholders. The measures adopted can be divided
into short and medium/long-term policies, Le,
those intended either to address the effects of the
immediate crisis or to create different structural
conditions over time.

The crisis and the scemario of high and wolarile
prices forced povernments to adopt different types
of policies. Some aimed at offsetting the effects
{defensive), were adopted mainly by the net food
importing countries, and others designed to take
advantape of the opportunities (offensive), as was
the case of the net food exporting countries in the
Southern Cone. However, the measures adopted

to promote production in most countries were
stopgap measures, and few had a medinm- andfor
long-term vision.

The Southern Agricultural Conncil (CAS)™ and the
Caribbean countries have taken steps to institute
nations have even adopted a Central American
Apriculmural Policy (the PACA) for 2008-2017,
but there are no similar initiatives in the Southern
Cone. In the Andean countries, on the other hand,
there are no recent initiatives to coordinate policies
at the regional level.

In the Southern Cone, policies have been
international crisis. Most of the South American
countries have adopted measures to strengthen or
expand their public financial sectors (to increase

'8 Comprised of Aspentina, Bolivia, Brail, Chile, Parspuay and Urupnay.

: The Outlook for Agriculture and Rural Development in the Americas  » ECLAC - FAD - HCA »



the liquidity of the financial system and keep their
loan portfolios open with attractive interest rates).
Bolivia created the Bance de Desorrolle Producive
(BDPF) and Parapuay established the Apemcia
Financiera de Desarrefle. A number of financial
development institutions have also soughr to play a
bigger role in the agricultural sector, such as Peru’s

Fimanciera de Desarrolls (COFIDE)
and Chiles fmsteio de Desarrolle Agropectiarts
(INDAF).

In recent years, concern has been expressed about
the purchase of larpe swaths of land by foreign
companies and povernments, with clls for the
situation to be regulated. Land i being bought
to ensure future supplies of apricultural products,
amid fears thar rapidly increasing demand and
slowly developing supplies will lead to imbalances
in agricultural markets. Uruguay and Arpentina
have announced measures to repulate the
sifweation.

Central Ameria took firm steps to establish
coordinated regional policies and implement
national policies aimed at increasing food
production. For example, following the adoption of
the PACA, which is a medinm-term policy (2008-
2017), regional stratepies have been formulated on
cross-cutting issues, including rural development
(Central American Stratepy for Territorial Ruoral
Development, ECADERT) and agriculture and
environment (Regional Agro-environmental and
Health Stratepy, ERAS). The main axes of the
PACA are : a) competitiveness and apribusiness
(trade, agricultural health and food safety policies,
technology and innovation); and, b) risk financing
and manspement. It also considers three cross-
cutting issues: small-scale commercial agriclmre,
apro-environmental management and institution
building.

In the Caribbean, apricultural policy underwent
important changes in 2009 and 2010, primarily
doe w the impact of the financial and food
crisis in the region, which is a net importer of
foodstuffs. The sitpation made it necessary to
draw wp a food security policy, another policy
for the development of agribusinesses and, lastly,

) Box 12. Por-Frutas: Regional Policy for
the Development of Fruit Growing in
Central America (201 1-2025)

Central Amenca produces tropical and subtropical
fruits and enjoys a growing share of the intermational
market. The fruit-growing sedor helps create jobs
and generate foreign exchange in the region, and
small, medium and largescale producers and
agro-processors could all beneft from s great
growvth potential it was for that reason that the
Por-Frutas policy was formulated, as part of the
Central Amencan Agnostural Policy of the Central
Amencan Agnostural Counal (CAD).

The public and private stakeholders of the region's
fruit-groming industry endorsed the formulation
of Por-Frutas, which aims to make the region's
fruit subsedor more competitive over the next 15
years by dwersifing its production and markets
and strengthening producton chains and the
phytosanitary condibons within fruit chains, and
make it easier for fruit growers to obtain finanang.

The first step towards the attainment of those
objectves will be to increase the levels of public
and private investment in frut groweng based on
the activity's produdtive potential and profitability,
which will help create more and better economic
opportunibes in the region.

one aimed at promoting regional apricoltural
marketing  intellipence systems. The United
Mations Food and Agriculture Orpanization (FAQ)
and the Inter-American Institute for Cooperation
on Apriculture (IICA) assisted the Caribbean
Community (CARICOM) with the formulation

of its strategies.
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Types of policies at the national level

Based on the different objectives they pursue, the
public policies adopted in LAC can be divided into
four proups: 1) pafictes w0 neorease produceion, (1)
polictes o puamneee producers tncome, () polictes
o puaransee domestic consimption and (fv) sockal
polictes to provece vulmemble papulactons.

» Poltctes o tnorease production

These consist of measures desipned to reduce the
cost of imported inputs, supply seeds, prant loans
on softer terms, etc.

The expansion of non-financial services, specifically
the supply of inputs (seeds, fertilizers and tools), the

State, definition of prices and input fairs), and :
the improvement of the infrastructure wsed to
store food are some of the measures induded in :
various programs implemented in LAC to increase
ion. The proprams in question include :
the Plan o Fnance Production in Bolivia, “Mis
Alimentos” in Brazil, “Casa Rurales® in Honduras,
the Propram to Reactivate Staple Grain Crops in
Costa Rica, and various institutional mechanisms
for the supply of seads and inputs. Among the latter,
one of the most original is Chile’s competitive grant
program; under which small-scale farmers receive

production.

seeds, fertilizers and other inputs.

In various countries of the region, programs have been |
set up to-afford producers access to crediton betterterms
than those available in the financial market, mainky to
facilitate the incorporation of mico and small-scale
producers into the domestic market. Some cases in
point are loan programs to support bean producers |
{Central America), wheat prmducers (Arpentina) and
milk producers (Chile); the Agro Rural Propram in
Penz: and the Mais program in Brayil, under which :

lines of credit on favorable terms.

Orther  policies implanmlzdmreduignedmé
promeote access to financing for marketing activities .

and strenpthen agricultural value chains, in order to
increase the demand for agricultural products and
reduce the transaction costs of apriculiural koans.
For example, policies were implemented in Brazil
to help cover the ransportation costs involved in
marketing milk, while in Arpentina pranis were
awarded o cover the cost of managing the credit
portfolio of entities that provide apricultural loans.

Some of the issues that have once again become a
priogity in the region are the promotion of extension
systems, apriculiural research and innovation for
irrigated apriculture (e.p., the repional IICA/FAQ
initiative in Central America and the Dominican
Republic, and in Jamaica); the adoption of
technological innovations in apriculture, such as

) Box 13. Policies for spill-
over and distribution of State
revenue in South America

Several LAC countries with large minang
ndustries that have benefited from the
high international mineral prces decded
to allocate part of the exta resources
generated to sooal investments. For
example, Chile deoded to earmark a
substantial percentage of the profits
generated by high copper pnces o
mnowvation and education.

Peru smplemented the Minimg Program
for Solidanty with the People, under
which programs and projeds were camed
out related to a number of areas, such
as nutntion, the promotion of produdion

chains, pnmary education, technecal
training, health, the improvement of
ba=c infrastructure  (water), and the
development and strengthening of public
management capabifiies. This program
also made # possble to camy out
mitiatives that have contnbuted, directy
and inderedly, to local agnoulture.
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those designed to promote the genetic improvement
of corn and bean seeds in Central America so that
these crops adapt better to climate change; and the
control and eradication of pests and diseases, such
as the fruit fly in Brazil and Chile.

e Policies to guarantee pmducem income

Some of the measures included in this group are
purchases by the State, risk coverage, guaranteed
prices, direct payments, arrangements among
players within the chains and stabilization funds.

In some countries, policies designed to stimulate
production have been accompanied by government
purchases of staple foods from the small farmer
subsector to improve the latter’s access to markets
with competitive prices (in Brazil, for example),
or policies to mitigate and transfer agricultural
risks by broadening the coverage of various public
guarantee and insurance tools (in Chile, Brazil,
Peru and Costa Rica).

Policies have also been implemented to promote
contract agriculture programs. In Chile, for
example, industrial tomatoes, sugar beets, tobacco
and corn seedlings have benefited from initiatives
of this kind. Other policies have promoted the
fixing of guaranteed prices. This mechanism, used
in Brazil, has enabled producers to maintain a
specific income level which, in turn, has stimulated
production. Finally, some countries (e.g., Guatemala
and Paraguay) have promoted the incorporation
of unused land into production, thanks to which
small-scale producers have gained access to land
and thereby increased food production.

* DPolicies to guarantee domestic consumption

This group of measures includes restrictions on
exports and the protection of consumers’ incomes,
to prevent the contraction of demand.

By and large, bans on exports to guarantee domestic
food supplies and lower prices were used as stopgap
measures. Only Argentina currently has such a
measure in place.

Finally, some Andean countries have adopted
measures to encourage the production and
consumption of local and traditional products that
in some cases are not traded in international markets,
such as potato bread in Peru. Measures of this kind
are used to reduce dependence on imports.

* Social policies to protect vulnerable populations

This set of policies includes measures to promote
conditional cash transfers, access to public services,
the distribution of bags of food, the strengthening
of social networks, etc.

With regard to social policies, measures have been
implemented in LAC to maintain and ensure the
sustainability of social assistance for poor consumers
and producers, especially those living in extreme
poverty. Such assistance ranges from grants and
conditional cash transfers for education to in-kind

food aid.

Although they have been used in LAC for a long
time, conditional income transfer programs have
been expanded since the onset of the economic
and food crisis because they have proven to be very
successful. Initiatives of this kind are used in many
countries of the region, including the following:
(“Oportunidades”  program);  Brazil
(“Bolsa Familia” program)"; Uruguay (“Equidad”

Mexico

program); Argentina (“Familias para la Inclusién”
program, bags of food for retirees and, recently, a
universal grant); Chile (“Chile Solidario” program);
Peru (“Juntos” program and PRONOAA); Ecuador
(grant for human development); Colombia
(“Familias en Accién” program); Costa Rica
(“Superémonos” program); El Salvador (Red
Solidaria); Honduras (PRAF); Jamaica (PATH);

! Recently, the President of Brazil announced the “Brasil sin Miseria” plan, which aims to eradicate extreme poverty within four years.

©
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Micaragua (Social Protection MNetwork): and the
Dominican Republic (“Solidaridad”™ and “Comer es
primern” programs).

The governments of some countries, such as
Urupuay, have sought w establish apreements on
prices with the private sector so that when there are
sharp rises in the international market, consumers
can buy food ar affordable prices and the authorities
do not have to pep prices.

Institutional changes

Ower the last two yeams, certain have taken
place in the institutional framework for apriculture in
LAC to strengthen innovation systems and reactivated
under the institutional model that held sway in the
19805 and 1990s. Emphasis is now being placed on the
provision of better services to small farmers. Programs
and mechanismes have also been created to ensure thar
the apricultural sector is better equipped to cope with

In 2010, food security was perhaps the issue that had
the bippest impact on agricultural sector proprams
and institutions and the apencies in charpe of social
policies in the LAC countries. In many cases, the
ministries of apriculture were tasked with dealing
with the problem, while in others responsibility was
assipned to other institutions, inter-institutional
coordination mechanisms or special proprams
created by the Office of the President.

With the nepotiations for bilateral and regional
trade apreements being stepped up, the countries
had to beef up the administrative units of their
ministries of apriculiure in order to implement
what had been agreed and monitor market trends
by means of more modern information systems. As
a result of the uegutlanum,fuﬂdnﬁer}':l.ru:l qua]:t:.r
services also had to be
ﬁumﬂleb%mnmgnfﬂleagrfmddnnmemme
compliance with the international sandards that
puarantee 300ess to markets.

Furthermore, some countriss promoted  the

implementation of actions aimed at fostering
food security and small-scale agriculture They
also worked on proposals aimed at strenpthening
and orpanizing production systems based on the
concepts of agro-chains or territories, depending on
the political orientation of the povernment in power
at the time thar the proposal was formulated. For
example, povernments of 2 more liberal persiasion
proposad  reforms designed to make apro-chains
maore competitive, promote market access and meet
international commitments. The proposals of less
liberal governments, on the other hand, fooused
on the concepe of temitories and placed emphasis
on amistance for the poorest families and on

Many countries in the hemisphere have continued
to modernize their animal health and apricultural
health and food safety (AHFS) services with
support from I1CA, PAHO, FAO and the OIE. The
efforts undertaken in Brazil, Colombia, Costa Rica,
Parapuay, Pern and Urupuay are worthy of special
mention. In Central America, prowing economic
integration is having a positive impact on the trend
in that field. However, some countries — especially in
the Caribbean — have yet to accept the importance
of improving their AHFS services. The countries in
question, which regard themselves as net importers
of food and other agriculiural products, appear to
underestimate the positive impact of AHFS services
on the protection of fauna, flora and consumer
health.

* Dutlook

An economic recovery is expected in LAC which
will help to consolidate economic growth in the
long term. It will not, however, solve the problem
of inequality, which is one of the main challenpes to
be tackled. Continued fiscal constraints will hinder
the implementation of policies and far-reaching
instinetional reforms in the short term.

Different approaches to the style of development
are likely w be consolidated in LAC as countries
continne to debate the role of the State, the value
of public policies, the importance of the operation
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of the public sector (public management) and the
modernization that institutions need to undergo
if they are to address issues of public interest
effectively.

It is predicted that short-term policies will prevail
in the agricultural sectors of most countries of
the region, with governments formulating and
implementing them during their respective term in
office. Some nations, however, will focus on policies
with a long-term vision. For example, Costa Rica,
Peru, Panama, Argentina and certain other countries
are already formulating State policies or strategic
plans for agriculture based on Chile’s experience,
which is regarded as a success, or the examples of
the European Union (Common Agricultural Policy)
and the United States of America (Farm Bill).

Food security will continue to figure high on the
agendas of the countries and in joint initiatives,
such as the Group of Eight (G-8) and the Group
of Twenty (G-20), since the factors that bear upon
food security will remain unchanged. Furthermore,
the uncertainty and instability of commodity prices,
changes in the cost of inputs and the appreciation
of some currencies will continue to affect the
competitiveness of production and agrifood trade
in the region.

Inflation will affect the food basket and emerge as
a new cause for concern, especially for the net food
importing countries and lower income groups.

The high prices of the main agricultural commodities
and defensive trade policies will make the successful
conclusion of the negotiations of the Doha Round
for Development an unlikely prospect, even though
the developing countries still need an institutional
framework and regulations that would guarantee
their products access to the markets of the most
developed countries. However, progress is expected
to be made with regional integration, which would
offset the lack of a multilateral trade agreement for
the coordination of economic policies.

China will play an increasingly important role
in the trade strategies of countries in the region,
since it will demand more and more raw materials

from Latin America, which will help spur the
economic growth of the net exporting countries.
China’s investments in LAC will also be important,
especially in the large South American countries.

Promoting the reduction of poverty and integrating
small-scale producers into markets will be two of the
objectives of public policies, not only for ethical and
social reasons, but also because the countries will
increasingly recognize the potential contribution
that these producers can make to domestic food
supplies and to the attainment of food security.

Growing climate variability, the impact of extreme
climatic events and recognition of the effects of
climate change on conditions for agricultural
production will lead to the formulation of public
policies designed to promote the mitigation of
those effects and the adaptation of agriculture to
the new climatic conditions. In addition, concern
over the emergence of pests and diseases as a result
of climate change will lead governments to take
preventive, rather than reactive, measures in the
area of agricultural health and food safety.

Furthermore, the pressure to make public spending
in the agricultural and rural sectors more efficient,
and to increase public investment in agriculture,
will continue to mount. This will occur as countries
gradually realize the true importance of agriculture
— not only as a supplier of food but also as a sector
that drives social and economic development in
general, since its contributions are not limited to
the rural and sectoral areas — and governments and
the international technical cooperation agencies
and financial institutions assign it a higher priority.

In the years ahead, changes are also expected in the
model of the institutional framework for agriculture,
with weak ministries and agencies being replaced
by more balanced institutional models under which
the private sector has greater access to the State’s
services and support.

It is predicted that governments will reassume
responsibility for some of the functions they
relinquished and left to the private sector in the
areas of innovation, extension, the adoption of

o
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safety standards, credit and services related to
market and environmental risks. They will do so by
strengthening the ministries of agpriculture or the
decentralized povernmental institutions in charge of
the areas in question and the respective regulatory
frameworks.

In addressing emerping or recurring issues, the
countries will resort to measures to repulate markets,
as they have done previously.

One development that will have major repercussions
for LAC in the years shead is the United States
recent enactment of the Food Safety Modernization
Act. This legislation establishes new requirements for
food expons wo that country and prants new powers
to the national food safery apency (Food and Dirug

safety of their shipments ar the point of origin, by
means of an FDA-approved certifier.

Governments will apain invest in the infrastructure
required to manage, preserve and distribute basic
products, such as storage silos, facilities for the
cold chain and trade fairs. Instibations will be
restructured but, piven the political difficulties
and fiscal constraints involved, the institutional
frameworks will continue to be il-equipped to
meet the new challenges.

* Public policy recommendations

Totaddepricevolatility, reduce povertyand puarantes
food security in the years ahead, policies are needed
that address more than stricily agricultural issues.
The challenges call for policies that are broader in
scope and chosely coordinated macroeconomic and
sectoral policies. To achieve their goals, the countries
should consider implementing State policies for
apriculoure that make it possible to address cross-
cutting and multi-sectoral issues.

We have learnt from recent crises that we must
recognized the value of public policies, the role that

the State plays in agriculture and in the effective
operation of public-sector institutions and in
conducting and tackling issues of public interest
{public management). There is an urpent need
to develop a joint vision that seeks to achieve the
objectives for which the policies were designed.
Continuity of actions over time must also be a
priority.

The povernments also need to view agriculture as a
priority sector for the attainment of food security:
Investment in apriculture must be stepped up
and the human, technical and financial resources
required for its development allocated. In addition,
the countries need to make widespread use of
practices for evaluating the results of the policies
implemented, develop the monitoring and
evaluation mechanisms required, and leam from the
good practices that other countries are employing.

are likely to rise in the long term, it is recommended
that the countries aim to make their social programs
sustainable and improve their capabilities for
investing public funds in an efficient, equitable and
Progressive Manmer.

It & also recommended that social protection
programs in rural areas be expanded — conditional
good results, as they increase the purchasing power
of consumers without affecting the incentives for
domestic food production.

The countries should expand the assistance programs
desipned to improve mutrition levels, especially those
of vulnerahle groups like children, women and the
elderly. Examples are the initiatives currently being
implemented in Arpentina, Costa Rica, Guatemala,
El Salvador, Peru and Brazil.

A number of other actions are hiphly recommended.
The countries, especially those that are major players
in international trade, should aveid measures that
restrict foreign trade and distort markets even further.
They should also bring the Doha Round of the WTO
to a successful condusion as soon as possible, so 2 ©
have a global regulatory framework
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Efforts are needed to increase food supplies and
help achieve food security, and at the same time
contribute to the alleviation of rural poverty.
This calls for specific and differentiated policies
to encourage the full incorporation of small-scale
producers into markets and their integration into
value chains, promote technological innovation
as a tool for increasing their yields, and foster
partnerships, which will increase their negotiating
power and allow them to obtain more benefits.

Itis also recommended that policies be implemented
to encourage farmers to take advantage of LAC’s
enormous relative potential in terms of arable land,
especially in countries with the largest agricultural
production, such as Brazil and Argentina, but also
in Colombia, Bolivia, Venezuela, Peru, Paraguay,
Ecuador and Guyana.

Thanks to the high prices of commodities, the
countries that are net exporters of food, minerals and
oil are receiving additional financial resources that
could be used in several ways: firstly, to compensate
the social sectors that are most vulnerable to
rising food prices and, secondly, to invest in the
agricultural sector and thereby raise productivity
and production.

The net importing countries will continue to
feel the negative effects of the situation, as the
cost of importing both food and inputs will rise.
One way to mitigate those effects would be to
implement policies aimed at substituting imports
and promoting the production and consumption of
native foods.

¢ Conclusions

LAC has the human and natural — and, in some
cases, the technological — resources required to
produce the quantity of food that the population of
the region and the world will need in the future.

Reforms have yet to be carried out to create an
institutional framework that would make it possible
to implement inclusive policies that offer more
than short-term assistance and that are designed

to achieve sustainable development. Such efforts
are needed sooner rather than later if the most
vulnerable population groups are to receive the
assistance they require.

The situation calls for a decisive leap towards more
meaningful reforms that would make it possible to
promote, implement and adjust dynamic policies
designed to foster agricultural production and rural
development. This, in turn, means that the legal
framework for the public agricultural institutional
fabric needs to be overhauled and strengthened, so that
it facilitates the implementation of policy measures.

Medium and long-term State (and not only sectoral)
policies should be the rule rather than the exception,
underpinned by inter-institutional
coordination bodies that would make it possible to

effective
tailor policies to the needs of each situation.

Resources should be allocated to the agricultural
sector based on agriculture’s key role in the
attainment of development objectives and not only
its contribution to national gross domestic product,
as has been the case hitherto.

The governments and the international financial
organizationsshouldinvesttheirresourcesintelligently
to encourage the responsible management of natural
resources, foster social inclusion and promote the
competitive production of quality foods. At the
same time, efforts should be made to develop and
strengthen national capabilities for promoting
competitive agribusinesses, managing participatory
policy-making processes, implementing projects and
programs based on strategic planning, and providing
effective services.

Finally, many of the problems that the countries
face, such as those associated with climate change
and an absence of food security, clearly have a
global dimension. Therefore, coordinated efforts
involving all the countries are required to address
them effectively. Good examples of this are the
strategies implemented in Central America as
part of the region’s integration process and the
action plan proposed at the recent G-20 summit
in Paris.
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Section IV:
ICT and agriculture







ICTs and the new challenges for
agriculture and rural development in Latin
America: a multidimensional approach

Information and communication technologies (ICTs) are fundamental for achieving

the goals of productivity, sustainability and transparency. Moreover, they have proven

effective in securing the social inclusion of rural people. When access to these technologies

is either lacking or unreliable, entire regions or generations can be excluded and cut off

from opportunities for more rapid and inclusive development.

The revolution represented by the integration of
ICTs into economies and societies has meant the
emergence of great challenges and opportunities
for agricultural and rural development in Latin

America and the Caribbean (LAC).

On one hand are the consequences of ICTs for the
production and consumption chain which, directly
or indirectly, can affect relations between producers,
consumers, suppliers and agricultural institutions.
On the other hand, innovations in the forms of
communication introduced by ICTs have brought
new dynamic growth to rural areas not only in
economic terms but also in their social and cultural
terms, and have had a generally positive impact on
people’s welfare.

Among the direct effects of ICTs on productive
activities in rural areas the following have been well
documented:

* Improvements in the monitoring and forecasting
of sowing, harvests and production.

* Reduction of systemic risks related to climatic
events, price volatility, and the spread of cross-
border plant and animal diseases.

* Creation and strengthening of small family
enterprises; and

* Facilitation of transactions and the development
of innovations throughout the production chain.

ICTs have also shown great potential for improving
employment opportunities in non-farm rural
activities such as agri-tourism and other services.

In the broader context of rural living conditions,
ICTs represent a tool for social inclusion. In
fact, in those rural areas where they have made
inroads these technologies have been able to break
historical, geographical and physical patterns of
isolation and have improved local people’s access to
communications and services and to basic rights such
as education, health and citizen participation. In this
respect, the innovations represented by ICTs must
be seen as complex processes of social, technical and
cultural change in which not only technology itself
but also social and political factors play an important
role determined by the development of ICTs.

The multiple dimensions of ICTs considered in
this chapter suggest an equally broad definition of
these technologies. This definition is not limited
to hardware, software, networks and the means of
collecting, storing, processing, transmitting and
presenting information (voice, data, text, images).
It also includes technical know-how, products and
services, the institutional setting (including firms),
operators, suppliers, manufacturers, consumers,
public agencies, academic and research institutions,
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regulators, other institutions and partners directdy
involved in or affected by the production, delivery
and repulation of ICT products, as well as services
(World Bank 2002). This definition provides a
framework for better understanding the mole of
ICTE in agriculture and rural development.

The multiple dimensions of ICTs are also reflected
in the unavoidably broad concept of the digital
divide, which can refer to a country or region vis-3-
vis other countries or regions, to different localities
within the same country, or even to different players
within the same locality:

ICTE are essential for achieving the poals of
productivity, sustainability and transparency.
Moreover, they have shown themselves effective
in securing the sodal inclusion of rural people,
and where access to them is lacking or unreliable
this can leave entire regions or generations cut off
from opportunities for more rapid and inclusive
development.

At the present time, despite the efforts of LAC
countriess to move forward in preparing and
implementing a digital apenda, the paps in
comparison to developed countries both with
respect to accessibility and use of ICTs have prown
inl:l:lﬂl'l}rd.i.merl.sin.l:ls{ECLAC 2010b). This reveals
the nonlinear trend of the dipital divide within and
between regions in recent years, as technological
needs have become increasingly sophisticated. In
fact, the costs of purchasing, adapting and learing
to use ICTs as well as their impact on the growth
and development of economies and societies are
tending to increase exponentially, as the technology
becomes more complex.

For example, the quality of broadband (and not
only the level of access) affects the possibilities for
using different 1CT-based productive and social
technologies. In this respect, if a country or locality

does not have adequate quality in terms of access
infrastructure, it is at risk of missing out on the
development opportunities penerated by 1CTs (see
fipure 26).

Related to the foregoing, the digital divide thar
separates LAC from the countries of the Organiration
{OECDY) reveals dearly the region’s shortocomings and
limitations in terms of accessing the preatest prowth
benefits of ICTE: even though the mobile telephony
gAp & namowing, ther are now more modem
forms of connectivity with greater possibilities for
contributing o development, especially fived and
mobile broadband (s=e figure 27).

In terms of policies, a multidimensional approach
to ICTs can help in the desipn of measures o
guarantee more integrated development. This will
allow rural people to raise their productive incomes,
bur will also help to improve their living conditions,
to create and disseminate knowledpe in these areas,
and to generate opportunities for inclusive and
participatory growth. Here, it must be recalled
that the supply and the quality of connectivity
infrastructure  are n but not sufficient
conditions for the rural adoption and use of ICTs.
Other important conditions for their use to be
effective, and in particular for them to have positive
impacts on development, are the skills of their users
and a favorable environment, with the availabilicy
of ICT-intensive public and private services.

In recent years, countries of the region have placed
great emphasis on polices to improve connectivity
and to enhance public access to the Internet. Yet
a2 more detailed breakdown of regional propress
towards the information sodiety (which does not in
fact reflect the situation in the countryside) shows
that in overall terms those efforts have failed to make
sipnificant headway in closing the infrastructure gap
with respect to OECD countries (figure 28).
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Figure 26. Transmission speed needed for different technologies
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Figure 27. Latin America and the Caribbean: Trend in digital divides compared
with OECD countries
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Indeed, when it comes to the wse of ICT: the
gap between developed countries and the region
has been widening in recent years. This reflects
inteprated povernment policies in OECD countries

to foster ICT use, which has prown apace with the
supply and quality of connectivity, user skills and
incentives to employ 1CTs in the most diverse areas
of society.

Figure 28. Latin America and the Caribbean: Progress toward the information sodety, simple
average by region, compared with OECD countries

=

= T -

ICT development ICT mfrastmcmre
index

and aceess sub-index

ICT use
sub-index

ICT :kills
snb-index

NoECD 2002 "OECD 2008 MOECD 2007 LAC 2002 WrAac 2007 WLAC 2008

Source: ECLAC 2010b.

ICEmahydamutﬁ::midrmmgtl‘henuﬂuPle
dimensions of the

improving
transparency, creating freer and fairer trade,
investment that will boost the supply of food, and
inteprating the mural development dimension into
apricultural policies. All of this must in with
situations, the specific needs of different sectors and
activities and, espedially, the sitation of the most
vulnerable population proups.

Althouph the importance of ICTs is undeniable,
there is very little information not only about

their use in these areas but also abour their
impact on sector policies and proprams and on
govErnment institutions in the apricultural area,
research institutions, academia, private entities,
and civil society.

With a view to penerating input for the
formulation, implementation and evaluation of
stratepies for promoting ICTs in the region, the
following sections present a preliminary analysis
of accessibility, uses and potential impacts of
ICT: in productive development and in public
institutions relating to agriculture and rural life
in LAC.
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ICTs in the public institutional framework

for agriculture

Public institutions with responsibility for agriculture that are doing the most to promote
the use of ICT-based solutions are those that are implementing national e-government
strategies. For the adoption of such technologies to be a success, however, staff need to be
given more digital literacy training and intraregional collaboration needs to be stepped
up so that less developed countries can benefit from the practical lessons learned and
good practices developed in nations that have made more progress in this field, such as
Colombia, Mexico, Chile, Brazil and Argentina.

The public institutions with responsibility for
agriculture that have adopted information and
communication technologies (ICTs) are already
seeing positive results. However, ICTs have great
potential impact over the long term. With time, it
will be possible not only to improve access to and the
use of ICTs in institutions, but also to consolidate
and further develop the public policies instituted to
promote them.

Organizations with responsibility for agriculture can
use such technologies to make their processes more
transparent, save human and economic resources,
increase their geographic coverage and expand the
range of products they offer.

This chapter provides an overview of the factors
that will determine the impact of ICTs on the
management of public institutions for agriculture,
now and in the future. It focuses on the regulatory
and institutional framework and the conditions for
accessing and using ICTs in public institutions with
responsibility for agriculture. Based on the findings
of the analysis, a number of policy recommendations
are made at the end of the chapeer.

Since the public institutional framework for
agriculture in Latin America and the Caribbean
(LAC) varies from country to country, the
authors decided to take the core components of
the framework as their unit of analysis, i.e., the

secretariats or ministries of agriculture and related
institutions that provide agricultural services
(e.g., research, extension, health and veterinary
services). The term used to identify the unit of
analysis is “MoA.”

* Regulatory and institutional framework
for ICTs

Unlike the private sector, where the use of ICTs
depends mainly on initiatives implemented by
companies, the application of such technologies in
public sector institutions is subject to the existence
and implementation of a regulatory and institutional
framework that promotes access to them and their
use for all the tasks carried out by the national
public institutional framework.

Even if an MoA makes independent efforts to
digitize its internal processes or offer services
involving the use of ICTs, such actions will not be
sustainable or have a long-term impact unless there
is an overarching e-government (EG) strategy or
digital agenda in place that encourages (and in some
cases requires) all State institutions to implement
ICTs as part of their activities.

The level of development of regulatory and legal
frameworks to promote ICTs varies considerably in

®
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LAC. While most of the Southern Cone countries
have made the preatest relative propress with the
drafting and implementation of legislation and
social apreements for the promotion and regulation
of ICTs within society, most of the Central American
and Caribbean nations are only now embarking
upon the process.

Acording o the e-povernment  development
index (EGDI) produced by the United Mations
Department of Economic and Social Affairs (UN
2010}, Colombia is the LAC country that has made
the preatest effort to consolidate its EG stratepy.

The index, which weighs the Web services of
povernments, the digital literacy skills of their
human capital and the national telecommunications
infrastructure, ranks Colombia 31st in the world,
followed by Chile (34th), Urnguay (36th), Barbados
(40th), Arpentina (48th), Antipua and Barbuda
{55th), Mexico (56th) and Brazil (61st). A number
of Central American and Caribbean countries appear
much farther down the list, incuding Honduras
{in 107th place), Guatemmala (112nd), Nicaragua
(118th), Belize (120th), Suriname (127th) and
Haiti (169th). These are the region’s lowest-ranked
countries (fgure 29).

The EGDI report highlights the fact thar the area
in which the greatest pap exists — not only between
LAC and the rest of the world, but also between
countries in the region — is in the sophistication
of the on-line services offered by the different
gOvEMments.

As ECLAC (2010a) points out, while the on-line
services of Colombia, Chile, Uruguay, Mexico and
El Sabvador are above the average for the developed
countries, a large number of countries, mainly in the
Caribbean, rank below the regional averape (Haiti,
Suriname, Dominica, Saint Kits and Mevis, Saint
Lucia, Saint Vincent and the Grenadines, Belize,
Guyana, Grenada, Barbados, Jamaica and Bahamas
are some of the least developed in this area).

Despite the fact that practically all the povernments
of the region offer some type of service through their
wehsites, the vast majority do not allow end-users

to interact, much less do paperwork or perform
transactions. For example, in Colombia — the LAC
country that ranked hiphest in the most recent
EGDI index — only 20% of the operations about
which information is provided can be performed
on-line. In Chile, the LAC country ranked second
highest, barely 10% of operations can be performed

on-line (ECLAC 2010a).

In addition to the efforts to offer on-line services and
products, make State procurement systems more
transparent and lower the cost of the products and
services that States must purchase, povernments are
also in the process of designing and implementing
procurement portals. As a result, practically all the
governments in the region now have an official
portal of this kind, althouph only half of them
permit Eransactions.

The transactions performed via the procurement
portals have resulted in significant savings in time
and money, and increased the participation of
micro and small businesses in State procurement

E}'HEIIIE.

For example, the Chilean government’s purchases
via its www.chilecompra.cl website increased 45%
in less than three years. Using its www.comprasnet.
govbr website, Brazil manaped to save 3800 million
reaes (some U5SS7.6 million) in 2008, In the latter
case, the number of microenterprises registered
and authorized to sell products or services to the
government rose from almost 80,000 in 2007 o
nearly 110,000 in 2009 (ECLAC 2010a).

The bippest constraint o the formulation,
implementation and consolidation of EG strategies
in LAC is the fact that most countries have not
adopted the procedures required for e-signatures to
be used in State processes. This is the main ohstacle
to the inclusion of ICTs in povernment management
[processss, since e-signatures are essential if users are
to be able to do paperwork and request services
from public and private institutions on-line.

Althouph nearly 14 countries in the repion have
passed laws on e-signamres and three more currentdy
have bills under discussion, only four nations have
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a system in place for certifying digital sipnatures
(ECLAC 2010a). This is vitally important, because
the identity (or sipnature) of every individual who
requests a certificate before the document is issued

and authenticated for use with third parties, and for
confirming the users identity based on his public
password. 'Without a cemifying auwthority, any
other efforts to enact laws for digital signatures or
certificates are out of the question.

Figure 29. United Nations EGDI scores, 2010
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Source: D5ILAC, BOLAC with data from UN e-govemment survey 2010,

authorities, the implementation of EG strategies
has been limited by the failure to adopt standards
to ensure that all the ICT systems used and the
business processes that support them can share

information and knowledge (interoperability).

In fact, ina, Brazil, Chile, Colombia and Peru
are the LAC countries that have established
common standards for the interconnection, security
and sharing of information. The other countries have
no standards to ensure communication between,
ar the oo ibility of, the and
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Box 14. Importance of national and regional policies in the adoption
of ICTs: the case of Extremadura

On Movernber 3, 2002, the Washington Post publshed an aride about a small region in the
west of Spain (Edremadura) whose government had launched a campaign to promote the
development and use of free softwanz in all the computers of govemment offices, companses and
houssholds. The aim was to devwedop technological solutions for all the region’s atzens, regardiess
of their location or purchasng power.

Based on the free Linux operating systemn, the local povernment and a prvate company developed
an efficent, user-fnendly opemting system (Linex) that induded text processors, spreadsheets
and a large number of other applcations. Furthermore, based on the spechc needs of each
sector they developed oustomized ICT took for the povernment, pnmarny and secondary schools
and wocational training centers, culural and health centers, hospitals, prvate enterpnses, and
households. So successhl was the intiatve that very soon other European aties and companies
became invoheed, which ncreased the amount of economic, and espedally technical, resources
assigned to the development of free software tools.

A5 a result of the successhul development and adoption of ICT tools i Edremadura, the Europsan
Economic Commission promoted the systematzation and replication of the model in the rest of
the world, enabling great progress to be made in some Latin Amencan countnes, induding Pens,
Panama, Chde and Brazl.

According to those responsible for the initiative, the main reasons for the suocess of the project in
Extremnadura were as follows:

»  The Spanish govemment was constuchng a national strategy for the development of the
mfomation sooety (induding e-government), which established certan ground nules.

= At the trme when the initiative was implemented, the government of Extremnaduwra had already
wpgraded its telecommunications infrastruciure, so that all the region’s population centers had
access to the Internet and, In most cases, cellular tedephonmy:.

*  The government of Exdremadua’s commitment to the project fostered the construdion of
knowledge networks on the issue and encowraged all ctirens to become technologically
Fterate.

»  The government and local companses ensured that the mbative was seen as a project with a
regional identity, and a very high percentage of the mhabitants took part as a result

*  The involvernent of prvate enterprse led to the rapid development of tools for the speafic
needs of each dient (content tailored to the needs and capabilibes of the dientele).

«  The operating systemn designed was easy to nstall and use. As the design was formally smilar
to the one with whidh the dients were already famdiar (Windows), no exdensve training was
required in order to switch to Linex
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e Utilization of ICTs in public institutions
with responsibility for agriculture

Although the LAC countries have made some effort
to implement EG procedures in all their public
institutions, the reality is that the work is still at
an embryonic stage in the region. No MoA in LAC
has yet digitized all its processes completely or fully
incorporated all the procedures established for EG.
This is especially true of the public institutions
with responsibility for agriculture located in rural
areas, which besides having less ICT equipment per
worker, have to work with a telecommunications
infrastructure that is less developed than in
urban areas (especially with regard to Internet
connectivity).

Although the implementation of ICTs in the internal
management and technical assistance processes of
some MoAs has already helped reduce costs and
response times, enhance the quality of services and
expand coverage, the potential benefits of providing
institutions with access to ICTs are much greater
than those observed so far.

In general, based on the level of implementation of
EG in the region’s MoAs, the LAC countries can be
divided into the following groups:

(i) Countries like Colombia, Chile, Mexico and
Brazil, which have made a bit more progress
with ICTs. They have established procedures for
implementing EG and the MoAs are working
hard to incorporate them, although they have
yet to implement ICT procedures completely.

(i) Countries that have enacted EG legislation
but are still developing the procedures or
general agreements needed to implement it,
such as Costa Rica, Uruguay, Peru, Paraguay
and El Salvador, among others. Although the
MoAs of these nations are gradually adopting
the procedures or agreements that have been
approved, there are processes that have yet to
be implemented due to factors beyond the
control of the MoAs. For example, in most cases
the executing units in charge of administering
and implementing EG procedures do not have

decision-making powers or the technical and
economic resources required.

(iii) The other countries of the region, which have
no EG, have not established the mechanisms
for implementing it and have no unit in
charge of administering and implementing EG
procedures in public institutions. Although
most of the MoAs of these countries have ICT
equipment, it is of the most basic kind (word
processors, spreadsheets, e-mail, etc.) and has
litcle impact on management processes.

* Limited access to more specialized ICTs
in institutions

Although there are no official figures on the
computers, software and other ICT equipment
available in the MoAs of LAC, some senior
government officials involved in the survey said
that most of the staff of the public institutions
with responsibility for agriculture have access to the
equipment and on-line solutions they need for their
day-to-day work, although some of the equipment
and software are outdated.

However, there are specialized functions for which
equipment is required that is not available in most
institutions, including certain specialized programs,
voice over Internet protocol (VoIP) equipment and
global positioning systems (GPS). The lack of such
tools prevents officials from creating new products
or services.

¢ Utilization of ICTs to facilitate internal
processes and improve the supply of
services and products

ICTs have become the main tool of MoAs, not only
for improving their internal management processes,
but also for increasing their relations with society
(paperwork, services, extension, technical assistance
and others). Although they have advanced at
different speeds, the region’s MoAs are making
serious efforts to use ICTs in:

e
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-

Internal processes. [CTs have mainly been used
in the MoAs of LAC to facilitate management
and budpetary administration. To that end,
nearly all the region’s MoAs have made efforts
0 digitize their financial and accounting
systems and operations, personnel, inventory
and lopistics management, among others.

In most countries of the repion, the use
of ICTs has made it possible to reduce the
time and costs involved in carrying out the
institutions’ processes, and to make them more
transparent.

In other countries thar are beginning to use
ICTs, however, the institutions have become
more bureaucratic and had to hire more
support staff, which has increased the resources
and time required to carry out internal
manapement processes (annual progamming
and accountability, budgetary matters, requests
for supplies, and vacations and sick leave, among
others). In many cases, the MoAs internal
manapement procedures are carried out in both
physical environments (which are still required)
and virmal environments.

Services and products offered. In practically
every case studied in LAC, the incorporation of
ICTE into the products and services offered has
made it possible not only to improve the quality
of services but also to expand the peopraphical
area of coverage.

Cleardy, the function for which the MoAs
most frequently make use of ICTs is to share
information and knowledge through their
wehsites, to provide input for production- and

Althouph practically all the MoAs in LAC have
websites (only four Caribbean countries do not),

few of them are peared to the end-user. Most are
wsed to provide information, documentation,
statistics or the requirements for processing
paperwork or requesting services, and do not
facilitate two-way communication with the
end-user.

After analyzing the services and products offered by
the website of each MoA in the region, the following
conclusions were reached:

-

It is not easy for members of the public to find
what they are looking for, or they must use
their intuition. The problems stem from the
fact that the wehsites of some MoAs in LAC are
organized in accordance with the administrative
structure of the institution in question and not
the subjects of interest to the wser It is worth
noting that the portals of the ministries of
apriculture of Colombia, El Salvador, Urnguay
and Mexico are easy to navipate. In addition to
having thematic menus for the content, they
have responsive search enpines.

Information is incomplete and not

repularly. Generally speaking, the wehsites of
the MoAs in LAC are updated with news items
about the sector or senior ministry officials. Few
information, documentation, statistics and
regulations. In other words, although practically

all the MoAs are continually penerating
information or knowledge, most of it 5 not
available on their wehsites.

One of the main reasons why website content
is not kept up to date is that most webmasters
are not well versed in the technical and
administrative issues for which their institutions
are responsible. Furthermore, there are no dear
procedures in place for technical staff to transfer
updated content to the Weh.

Little wse is made of mobile t

Only the wehsites nfﬂleMnAsnmem:md
Colombia kave a mobile Web version or allow
for the possibility of sending information, news
or prices to mobile devices.

It is impossible to do paperwork on-line.
Although most MoA Web portals have forms
for requesting information or services provided
by the institution, users are required to
downlnad forms in PDF format and then send
them in by e-mail or fax, or take them tw the
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institution’s offices. At present, only one portal
— for Colombia’s MoA — allows users to request
services on-line after obtaining a username and
password.

There are very few options for performing
transactions on-line. As in the previous cases,
the development of practically all the websites
of MoAs in LAC is at the embryonic stage and
users are unable to perform transactions on-line
(that involve payments). This is because hardly
any MoAs use electronic signatures or certificates
in their on-line management processes or
public administration. The only website that
offers anything close to it is that of Colombia’s
MoA, which permits users to request certificates
for some products or processes through the
government’s on-line portal.

Websites fail to take advantage of the
possibilities to interact with end-users. Nearly
half of the websites of the MoAs in LAC have
ICT tools that end-users can use to learn about
the products and services on offer, although
only a few permit two-way communication in
real time. The social networks (Facebook and
Twitter) have become one of the main ICT
tools that the MoAs of Colombia, Ecuador,
Peru, El Salvador, Guatemala, Honduras,
Brazil, Paraguay, Mexico and the Dominican
Republic use to communicate. However, hardly
any of the countries have taken advantage of
the networks to conduct surveys and garner
opinions, which are just some of the options
available. In addition to the social networks, the
MoAs of these and other countries use Youtube
or RSS feeds to keep end-users informed.

In addition to using the Internet to disseminate the
knowledge generated, some MoAs in LAC countries
are endeavoring to utilize ICTs in their extension

and technical assistance processes in the following

ways:

In some cases, it is now possible for users to
do paperwork and obtain services on-line.
MoAs in the region have provided users with
more access to their services, which, among

other things, has reduced transfer costs and
waiting periods. The MoAs that have been
most successful in using ICTs to enable users
to do paperwork and obrtain services are those
of Colombia, Chile, Mexico and Brazil. The
mechanisms used to provide on-line services
include call centers, service centers and access
points, digital forms, and the receipt and
sending of digital documentation.

Information is disseminated to provide
input for production- and market-related
decisions. MoAs in LAC use tools such as
instant messaging, e-bulletins, radio programs,
and Internet channels to compile and
share information and knowledge that can
subsequently be used to make decisions related
to production (meteorology, production costs,
good practices, use of satellite images, GIS and
other state-of-the-art technologies, etc.) and
markets (international and national prices,
inventory levels, predictions of harvests, trade
statistics, transportation, etc.).

Cases in point are the information services
of the MoAs of Colombia, Mexico, Chile,
Peru, El Salvador and Costa Rica, which use
text messaging to provide producers with
important information (especially about prices
and weather) that they need to decide when
to plant and harvest their crops or sell their
produce. Colombia, Uruguay and Argentina
also have georeferencing tools that provide
users with information about crops, livestock,
temperatures, precipitation and other matters.

Empbhasis has been placed on the development
of human capital. The MoAs extension
processes have benefited the most from the use
of Internet tools and other ICTs.

Some of the region’s MoAs use radio programs,
collaborative tools (such as Youtube, Flickrs,
Slideshare, wikis and blogs), content managers
(e.g., Joomla and SharePoint) or virtual
course managers (like Moodle) to develop the
capabilities of both their staff and their end-
clients.

e
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Using ICTs, the MoAs of Arpentina, Bolivia,
Colombia, Eouador, Peru, Guatemala, Honduoras,
Brazil, Urupuay, Chile and Mexico have reduced their
and staff in rural areas more access to training,

In addition, the MoAs that have made most progress
with the uwse of ICTs [(Colombia, Mexico, Chile
and Brazil) have enhanced their staffs capabilities

considerably and preatly improved the services
they provide to their dients. These MoAs use
ICTs to identify, orpanize, disseminate, diffuse and
use knowledge. They do this by means of virmal
networks, collaborative working tools, institutional
darabases and virtual memories, digital libraries and
forums of lessons learned, among other mechanisms.
In other words, they use ICTs to convert tacit

knowledge into explicit knowledge, and vice versa.

) Box 15. Construction of a tool to characterize ICTs in the public
institutional framework for agriculture: the case of Uruguay

At the start of 2010, ICA began :Ieueluplrﬁ' a
methodology mtended to serve two purposes: firstly,
to charactenze the condiions of access a.'H:I use of
K_Ts in the public mstitubons with responsibility for
agnoulture and, secondly, fo lay the groundwork for
the corstrucion of a sedoral strategy on the Esue

The methodology defines the four h="|- EEUes
invohved in the suocessful adoption of ICTs in public
retitutions with responsibility

regulatory framework, aocess 3

which they are put and the factors that determine
their impact & then dentfies the main cofical
vanables of each isswe and defines the |:.-.r..:.i:l--
scenancs for each one in the publc nsttutonal
frameworks for agnoulture of the LAC El'l.l'l'tI'IE.

The tool = apphed m pariopatory workshops
imwohang officals, counterparts, dients and users
of the public institutional framework for agnoulture,
and 5 used to ascertain the stakeholders’ views
regarding the conditions of access, use and impact
of ICTs in the publc insttutions with responsibility
for agnoulture.

The methodology was validated wath great su

in Unsguay and wall be implemented in Costa Rica
(second half of 2011), Paraguay (second half of
20113, Peru (fst half of 2012) and Brazl (second
half of 2012).
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The condusions reached following the applicabon of
the tool in Uruguay were as follows:

Uruguay has enaded legidation on e-povemment
{(EG) and has a digrtal agenda with cononete goals for
the iImplementaton of ICTs m public management
processes through 2012, but the mstituions working
in the agnoubtural sedor are lagely unaware of this.

Az a result when the tool wes implemented in
Uruguay the regulatony and instiiutional fremework
was identified as the issue on which least progress
had been made #As in other countnes of the
regon, the fact that legslation on ICTs exsts does
not necessankly mean that pec ple are aware of i
much less putting it into practice. There s dearly a
need to pl'ﬂ.ﬂl:l- ‘I]'n!.'lll'lf and coordinate the efforts
of the wts responsible for Implementng EC and
mnsttutions n the secior.

second of the
fouwr ssues in terms of progress made, the people
who took part in the exendse felt that further effors
wene needed to mprove the updating of the software
and content of the MoA's Web pages. In fact, one of
the bcal vanables menboned miost frequently was
the lack of standards or protocoks for the design of
the Maof's Web papes and the crganization of their
content, which makes: it difficult for the end-users fo
find nformation.

Although access to ICTs was ranked s




The use of ICTs was ranked third in terms of progress
made, only better than the regulatory framework,
which was placed last. In general, the stakeholders
of the agricultural sector in Uruguay felt that the MoA
made little use of ICTs to meet the needs of external
users, authenticate documents, develop human
capital, interact with other sector stakeholders and
contribute to the formulation of public policies.
However, they did think that the MoA was using
ICTs to facilitate its internal management processes,
manage institutional knowledge and, in particular, as
an important tool for decisions related to production
and markets.

With regard to the factors that determine the impact
of ICTs, the biggest weakness identified was the
MoA's lack of an institutional policy to promote not
only access to and the use of such technologies, but
also integrated knowledge management. In addition,
the participants emphasized the need to formulate,
implement and efficiently administer a strategy for
promoting the implementation of ICT tools in the
processes of the public institutions with responsibility
for agriculture.

* DPolicy recommendations

The level of per capita income or the amount of
public resources invested in agriculture may be a
factor but the MoAs that do the most to increase
the use of ICTs in their processes are those that
develop procedures for implementing national
EG strategies. This is undoubtedly the single most
important variable as far as the extent to which
MoAs adopt and implement ICTs is concerned.

Therefore, the first challenge is to consolidate the
formulation and implementation of EG strategies
in the public institutional framework, bearing in
mind the progress that many countries have already
achieved. In tandem with the creation of laws
and regulatory frameworks, the countries should
devise and institute mechanisms for implementing
them (e.g., interoperability, e-signatures, on-line
services and procurement). Since some countries
in the region — Colombia, Mexico, Chile, Brazil
and Argentina, among others — have already made
significant progress with these tasks, intraregional
collaboration would make it possible to share the
lessons learned and good practices developed in
those countries with less developed nations.

It is vital that MoAs promote the formulation and
implementation of institutional policies for the
development of knowledge management and digital
literacy. In most of the cases analyzed, the principal
internal constraints to the use of ICTs in the MoAs’
management processes had nothing to do with
the number of computers or software available per
official, but rather with the failure to establish an ICT
culture and the staff’s limited capacity to understand,

As has been stated repeatedly, the successful  interpret and manage such technologies.
implementation of ICTs in the management

processes of MoAs depends mainly on the existence ~ Furthermore, most officials did not possess the
and execution of public policies that promote access ~ ICT skills necessary to improve their performance,
to and the use of ICTs throughout the national =~ which means that knowledge management policies
institutional framework (EG and digital agenda, (digital literacy programs) are the main tool at the
among others). Without such policies, the MoAss  MoAs’ disposal for promoting the adoption of ICTs
efforts to include the use of technologies in their  in their processes and constructing a new culture
management processes will not be sustainable,  that would enhance the performance of individuals
cither financially or over time. within the institutions.
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ICTs and agricultural and rural

development

Given the broad impact of information and communication technologies (ICT) on
agriculture and on rural non-agricultural activities (RNAA), finding technically and
economically feasible and sustainable solutions should be a priority for agricultural and
rural development policies in Latin America and the Caribbean (LAC).

° Recent trends

In the age of the information society, economies and
production are becoming increasingly knowledge-
intensive. The trend is to incorporate ICTs into all
economic activities, and it amounts to a paradigm
shift in the ways goods and services are produced.

The use of ICTs in a broad range of economic
activities means that a significant portion of
economic development and production is linked to
the evolution of those technologies.

TheICT revolution has benefited productive systems
in many ways: it has improved communication
within and between firms, it has made logistics
more eflicient, it has opened up new prospects for
the development of productive technologies, and it
offers greater access to information and knowledge
generation.

ICTs can integrate knowledge that was formerly
isolated in different economic systems and they can
transform relations between producers, consumers,
organizations and institutions.

In the case of agriculture and RNAA, the emergence
of ICTs can be viewed from different perspectives,
as an exogenous process. On one hand, as in most
productive sectors, ICTs were initially introduced
as a technology completely foreign to the activity,
adapted perhaps to producers’ needs, but with little

direct involvement on their part in developing
specific tools and applications.

On the other hand, some characteristics of those
sectors — such as low education levels, geographic
isolation, and a rudimentary state of technological
development — made them particularly reluctant to
take up with ICTs.

Consequently, to expand the use of ICTs in those
sectors there is still a need for external incentives,
such as policies and pressure from agriculture and
RINNAA extension services.

Among the elements of external pressure, market
globalization is a decisive factor for expanding the
use of ICTs in agriculture, given the new demands
in terms of product quality and safety.

Another element of pressure for their adoption
in agriculture and RNAA is to be found in the
changes that are taking place in the forms of
communication, accessibility and transmission of
information. This relates not only to changes that
affect productive activities directly, but also to those
that are transforming commercial, institutional and
social relations more generally.

These transformations tend to be mutually
self-reinforcing and to generate new needs and
demands. Thus, when a rural family has access
to the Internet this will likely open the door to

2
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using ICTs for production, whether in agriculture
or in RNAA. Moreover, the digital revolution
in data processing, pathering, orpanization and
dissemination brings with it the potential to
transform learning and innovation. This has a
positive impact on the most diverpent sectors
and territories, including those at a lower level of
technological development.

In the case of apriculture, recent decades have seen
a wave of technological innovations sparked by
ICTs that have chanped both the ways in which the
productive chain is organized and the techniques by

The spread of these technologies has boosted the
productivity and enhanced the environmental
sustainability of these activities, it has made rural
territories more dynamic and it has reduced regional
inequalities, all of which has had a positive impact
on the development of economies.

This potential of ICTs to speed the transformation
of different productive sectors and territories,
induding the most traditional ones, makes them a
strategic tool for development.

The following sections of this chaprer will
discuss the contributions of ICTs to productive
development in terms of their impact on agriculture
and RMAA.

ICT applications in the dgricultural
value chain dand in ruval non-dgricultural

The actual and potential uses of ICTs in apriculture
and RMAA are varied, and range from the more
traditional applications such 25 communication
tools o emerping uses that are technologically

advanced and still relatively uncommaon, particulady
in developing countries.

The analysis offered in this section does not pretend
to be exhaustive or to cover all the possibilities for
using ICTs in these sectors. On the contrary, it
seeks to emphasize the most common wses in LAC
and those that for various reasons have the potential
to boost agricultural and meral development.

This section organizes technologies for analysis
alonp the lines of the classification used by Rao
{2007), who arranges 1CTs in two groups: (a) those
with the capacity to increase value (and income)
generation in the prodoctive chain, and (b) those
that help improve the environmental sustainabiliny
of agriculture and RNAA (table 18).

In most uses of ICTs, impacts are not restricted
to a single dimension. Yet the classification here is
somewhat arbitrary, and is based on the principal
impacts of the technolopy in question, or ar least
on those impacts that are hiphlighted in the present
context. In addition, within each of these catepories
the different technologies are classified by their level
of complexity (table 18).

For this purpose the technologies are organized
according to the demands they place on
producers in terms of financial investment, prior
technological development and knowledge o
familiarity with 1CTs.

Althoupgh this dassification explains some of the
main distinctions among the different uses of I1CTs,
it masks the preat diversity in the quality and level
of adoption of these technologies in agriculture
and RMAA. That diversity can be seen berween the
countries of the region as well as berween different
types of producers. The following sections refer to
some of these differences.
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Table 18. Principal uses of ICTs in agriculture and RNAA, by complexity of the
required technology and principal impacts expected

Impact on the value generation

Impact on environmental

Uses\principal impacts X ; . 1.
princip P in the chain sustainability
® E-mail, calls and basic communications
Communication and basic ¢ Networks and virtual communities * Climate and disaster warning
“surfing” e Access to online information, market systems

information systems

Administrative management systems

Use of management platforms and

¢ Online e-government services

® E-commerce

Traceability

Integrated management of

and services

productive processes ® Development of online applications

* Geo-referencing

® Precision agriculture

* Remote diagnosis and technical
assistance

Source: Prepared by the author.

Communication and basic “surfing”

This is the most common use of ICTs in rural areas,
driven largely by family-based social pressures and
communication needs, reflecting the geographic
isolation of these areas and their inhabitants’
historically unmet demand for communication
services.

In a parallel manner, and with greater force in
recent years, this type of use has been driven by the
offer of productive services and markets specifically
developed for agriculture and RNAA, such as price
information and early warning systems that can
even operate with mobile telephones.

Perhaps because it has been more widely adopted,
in this category a wider variety of ICTs can be used,
ranging from fixed telephones and mobile phones
with the most basic resources to integrated mobile
equipment, based on convergent technologies and
supported by web-based applications and servers.

Nevertheless, the level of sophistication of the ICTs
used tends to reflect differences in the available
infrastructure (speed and quality of connection, for
example) and the type of user by level of income (given
the costs associated with the more advanced ICTs)
and education (given the skills needed to handle those
technologies). This in turn determines producers
possibilities of moving up the scale of complexity in
the use of ICTs, from the more basic and passive forms
of communication to the more interactive ones, with
a growing impact on the generation of value and the
environmental sustainability of the production chain.

In the rural areas of LAC, the basic forms of
communication, via mobile cellular telephone,
represent the dominant use of ICTs. The penetration
rate of cellular equipment is slightly over 50%
among rural households, reaching close to 70%
in some countries (Chile, El Salvador, Uruguay
and Paraguay), according to data from household
surveys for 2009. By comparison, Internet access in
these areas is only 2.9% for the region as a whole (10
countries), with the highest in Uruguay, at 10%.

®
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It will be seen that the differences of access between
urban and rural farming families are fairy close to
the differences berween mural non-farm and farming
families. The difference between rural multi-activity
and farm families are much less marked (fipure 30).

Generally speaking, rural farm families are in the
worst situation in terms of access — they are even
worse off than rural households that depend entirely
on remittances and transfers for their income (the
exception being access to cell phones). These dam
reveal the limitations for the mass adoption of 1CTs
in the region’s agriculture, recopnizing that, ar least
in the case of small-scale apriculure, household
assets are also productive assets. In fact, many farm
households which lack access tn ICTs already have
limited capacities to use these technolopies.

Althouph there has been a large increase in Internet
penetration rates in the region, particularly in some
countries, this has not been associated with any
sipnificant increases in broadband, a face that has
implications for the quality and capacity of service
transmission (ECLAC 2010b).

Although no data are available on broadband
penetration rates in rural areas, plobal access
differentials in LAC with respect o OECD
countries dlustrate the limitations in terms of 1CT
access infrastructure in the region.

In 2009, 27% of the population had fixed broadband
access in OECD countries compared with 6%
in LAC, while mobile broadband penetration
rates were 47% and 4% respectively. Moreover,

Figure 30. LAC ICT penetration by zone and household economic adivity
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data transmission capacity in OECD countries,
measured in kilobytes per second per Internet user,
averages nearly 5 times as high as in LAC, and the
gap is widening (ECLAC 2010b).

There is a positive comelation in LAC between
howsehold incomes and ICT access. The more
sophisticated the level of technology (in rising order:
cell phone, Internet and broadband), the stronper is
the correlation (ECLAC 2010b). This finding can
be interpreted, however, in various ways.

It can be arpued that the cost of the technology
{equipment, maintenance and updating, and
connection) remains prohibitive for certain
segments of the population.

There are often other limitations, as well, associated
with the relationship between educational lewel,
geographical location (urbanization, distance from
major centers and access to services) and income.

Two of the preatest are itive barriers and
geopraphical isolation, which add to the factors
restricting service availability and connection.

Lastly, the correlation between income level
and ICT access reveals 3 new dimension of
sociceconomic exclusion in the region: digital
exclusion.

In an amempt to minimize the adverse effects of
connectivity limitations and technolopy costs,
several countries in the region have encouraged
stratepies of collective access throngh public tele-
centers or commercial cyber cafes.

In more than half of the 127 countries for which
information i available, these collective points of
connection represent the most important option
for Internet access, and in some cases (Honduras,
Dominican Republic, Ecuador and Peru) well
ahead of home access (ECLAC 2010b).

Figure 31. Brazil and Chile: ICT penetration by size of famm
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Although this is an interesting stratepy for
encouraging mass use of [CT, particularly in areas
where they are now lacking, the quality of service (in
terms of speed and availability) tends to be limited,
as is the impact on productive activities.

From the viewpoint of productive development,
barriers @ access to the more sophisticated
communication services and o adequate
connection infrastructure in rural areas means that
the possibilities for mass use of ICT5 in productive
manapement and processes are inevitably redoced.

Thus, the more complex uses of ICTS, shown in table
18, are concentrated in a few sepments of producers
capable of overcoming these barriers. This pives rise
to the so-called “productive gap®, which tends to
widen as the technolopy becomes more complex.

Among farming operations, for example, the level

of adoption of computers and the Internet appears
closely linked to the size of the farm, at least in

those countries of LAC for which agricultural
census information is available (Chile and Brazil)
(figure 31).

This limitation predudes the necessary synergies
with other prodocers and with the rest of the
production chain, and the impact of 1CTs on the
economic development of apriculmre and prow
areas is acoordingly compromised.

Administrative and datd mandgement

The advent of ICTs has opened up a wide variety of
new possi bilities for business manapement, through
their impact on the processing, presentation and
distribution of information and the possibilities
they create for remote interaction both with key
players within the firm and with other organizations
and institutions.

As a result, ICTs offer a more integrated and up-
to-date vision of the warious activities of frms,
as well as preater efficiency in the performance
of internal and external processes, in the

communication of objectives, and in the control
and monitoring of results.

Although the possibilities for using ICTs in
administrative management are indeed bmad,
thiz section will focus on the wse of software for
business management and for handling online
procedures.

It should be noted that there is very lirtle specific
information available on the wse of ICTE in
administrative management, especially in the case
of apriculture and RMAA There are only a few,
limited studies dealing with the issue.

Global data for Chile and Brazil show that the size
of the firm is a dedsive factor in the adoption of
software for financial administration and planning
of institutional resources (ECLAC 2010b). In the
case of Chile, the rate of adoption of financial

tooks rises from 8% for small firms to
40% for large firms. These fipures are low; in any
case, in comparison with penetration rates for these
tools im OECTY countries.

More than simple Internet access, firm size
conditions the possibilities for using administrative
mamapement software, because of the associated
investment costs and differences in  business
[practices.

Whenit comes to apriculture, there aresome niches
where sipnificant initiatives have been pursued
for the use of software in farm management,
with the help of povernment policies supported
by favorable competitive conditions. The case
presented in box 16 illustrates some of these

imitiarives.

Banking and institional are another
important concern for small-scale and family
enterprises, especially in rural areas, where distances
can be preat and travel times (and the associated
opportunity costs) significant.

Data on Internet use for dectronic banking and
e-povernment services by rural and urban households
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alike show that access to online processing is bow
in LAC. In contrast to OECD countries, where
40% and 45% of Internet users conduct electronic
bankingand e-government transactions, respectively,
in the region the greatest proportion of electronic
bankinp users is 28%, in Costa Rica, while Brazil
has the most e-povernment users, ar 18% (ECLAC,
2010b). It must also be recognized that the nomber

of Internet users is sipnificandy lower in the region
than in OECT countries as a whole.

There is a set of sit LAC coonniries for which
household surveys provide information on Internet
uses. For those countries, fipure 32 shows uses by
household location (ruralfurban) and predominant
BCOMOMEC ACtiviky.

Figure 32. LAC (six countries) uses by bocation and economic activity
of households in 200
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There is no preat difference among uses by category
of household, except for educational applications,
which are relatively much more important among
rural transfer-dependent families.

Use of commercial applications for elecronic banking
and povernment services is particulardy low, but not
very different from overall levels of use in the majority
of countries in the region (ECLAC 2010b).

+ A perspective on Latin America and the Caribbean .

Among Internet users in LAC there are many
factors that affect the level of use of the web

for making purchases and conducting banking
and government transactions. Some of those
factors have to do with the offer of electronic
transactions by public and private institutions
{an aspect discussed in the section of this chaprer
on ICTs and institutions), security guarantees
for transactions, and mechanisms to encourage

©



the use of this means instead of traditional

channels.

ECLAC data (2010) show significant prowth in
e-pvernment in the region, with progress in the supply
of institutional information a5 well 25 in the installation

system has been very significant.

) Box 16. The growth of the agribusiness software industry in Brazil

Studies by the Brapkan Agnoultural Research
Enterpnse  (EMBRAPA) reveal that whie the
agricutural sedor & not a very important dient
f-r the couniry's software industry, there s
cant potential for the use of software in the
administration and management, in the
surveillance of rural processes, Ivestodk produdion
and agnicuttural crops (Mendes et al, 2009).

In recent years, the agrbusiness market (agnoulture,
agoHndustry and related sedors) has grown by
2508, far outpaang the: growth in the overall software
market.

Firms that produce software spechic to agnbasiness
represent 2.50% of all firms in the marh:’r, a small
proportion even i companson with the share of
agricuture and agro-industry 0 the country's gross

-:Iuma.—‘li c produsct {Erﬂ-l.l.'l-d 250,

Figure 33. Esarl: coorelation betwean the location of
agibusiness. software fimms and the value of agrioukural

{IBGE), on the bask of spedal tabulatiors of the Brazdian
agriculural census of 2009

The regional destnbution of agnbusiness software
firms = heavily correlated with that of Brazilian
agnoulture: B8% of these firms are in the states
L l‘f the South East and Scuth, which produce the
greatest shares of national agnouttual owtput by
vahue (hgure 33).

Half of these frms — maost of them small
enterprises — are concentrated in only 10

5, which are also home o large public
unr'.'--r:.ltFr' that have agnbusiness research and
extension programs and busness incubators.
These results show that there 15 a comelation
between the location of agnbusness software
fims and major agnoulural research centres
{hgure 34). These resulis may assist in the
preparation of polices for the development of
ICTs applied to agnoutture.

Figure 34. Brarl: comelation bebween the location of
agribusiness sofswana firms and the coneniation of the
best unhearsities with agriouftural sckenca mourses, 2009
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all countries of the region have intmduced some form
of online processing system, even if at a very basic level.
In some cases — Chile and Colombia, for ecample — the
increase in online transactions available via the public



Integrated management of productive
processes

Beyond the specific features of different items,
agricultural  production has a heavy local
component linked to soil and climate differences
that can occur even in close proximity to each other.
These specific features make it necessary to adapt
some technologies to the particular conditions of
each activity or locality. At the same time, there
is a growing tendency on the part of consumers
and health agencies to monitor the production
conditions of specific lots of products.

Some ICTs are perfectly suited to this purpose of
recognizing and respecting the local and sectoral
variability of agriculture, so as to allow the generation
of value (in terms of product quality and safety) and
the environmental sustainability of the activity.

Flexible technologies that adapt automatically
or readily to different conditions and scales of
production, as well as those that take into account
local variability in the use of productive resources
and that allow for monitoring the conditions of a
product at different stages of production, are now
in increasing demand and use in the sector.

In fact, these are the principles that guide some
of the leading-edge technologies, highly ICT-
intensive, that have been gaining ground in regional
agriculture. Two classic examples relate to the set of
technologies known as “precision agriculture” (PA)
and traceability.

PA is based on fine-tuned management of
agricultural variability so as to rationalize the use
of inputs by recognizing the specific needs of each
item in specific localities.

ICTs are widely used in PA systems, prior to seeding
(in the mapping of lab tests and the programming
of integrated seeding machinery), throughout
the production season (in the compilation,
organization and comparison of data on the
evolution of production and in the automation
and differentiation of irrigation processes and

the application of agrochemicals) and during the
harvest (in the construction of yield maps).

ICTs used in PA systems are highly varied, ranging
from geographic positioning systems (GPS) and
geographic information systems (GIS) to sensors
and computers adapted to farm machinery, and
specific software for analyzing the information
collected and taking production decisions. It must
be recalled, however, not only that PA relies on
leading-edge technology but that there are different
degrees of technological sophistication applicable
to the tasks of monitoring and controlling the
variability inherent to agriculture.

In LAC the use of PA is concentrated in extensive
farming—wheat, maize, soy and sunflowers—especially
in major producing countries such as Argentina
and Brazil. There are also projects and initiatives
sponsored by agricultural research institutes in the
region involving fruits (including in some tropical
countries), wines and coffee. There is no information
on the number of PA equipment available in the
region or on the surface area sown with PA, beyond
the data available from the National Institute for
Agricultural Technology (INTA) of Argentina
(Bragachini et al. 2009; INTA-Manfredi 2008)

Similarly, it is difficult to assess the degree of
penetration of traceability in Latin American
agriculture. A survey of expert respondents (officials
of agriculture ministries and institutions devoted
to promoting ICTs in the sector) in nine LAC
countries concluded that there was still little use
being made of the more complex applications of
ICTs, especially the productive ones (figure 35).
According to those results, traceability is one of the
least widespread uses of ICTs.

What does stand out is the importance of traceability
in livestock activities of countries that export to
markets such as the United States and the European
Union. The idea is that buyers (supermarkets and
final consumers) can trace the origin of the meat
consumed from the birth of the animal through
the various stages of slaughter and processing. The
growing health concerns of recent years in this
productive chain are no doubt at the origin of the
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Figure 35. LAC (nine countries): use of ICTs by fammers
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Source: Prepared by the authors, on the basis of information provided by agriculural officiak from the region.

rapid development of this technolopy in exporting

COUNITies.

Urupuay is probably the most advanced country
in the region with respect to the penetration of
traceability in the livestock industry: it has had
a2 mandatory animal identification system since
2006. Moreover, since 2010 the law requires that all
animals born and raised within Urnuguayan territory
must be registered in the Animal Information and
Repistry System (SIRA), which records the place
of birth, subsaquent physical movements between
sites, chanpes of ownemship, and death from natural
causes or slaughter.

As in the case of PA, traceability involves different
types of ICTS, at least in its more advanced version:

readers, wireless and cellular networks for dam
transmission, GIS and custom-designed software.

The potential for expanding PA and traceability in
the regon s linked to LAC s prowing participation in
global agricultural exports, the ever stricter demands
of international markets with respect to produc
quality and uniformity, and the environmental
sustainability of productive processes. The pradual
reduction of the costs associated with ICTs and
other electronic components is another element
that could favor the expansion of these technologies
in developing countries.

With respect to the limitations, productive models
based on leading-edpe technologies such as those
described in PA and traceability systems are in
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production patterns that predominate in LAC.
Certain characteristics of those producers, such as
low levels of education and lack of familiarity with
ICTs, are additional constraints.

To speed the process of disseminating PA in the
region and contribute to the development of
technologies specific to the small agriculture sector,
attention should be paid to the sector’s specific forms
and items of production, and emphasis should be
placed on mass training, expansion of connectivity
to the more remote rural areas, and development
of collective technologies for overcoming the scale
constraints of family farming.

In the case of RNAA, ICTs have an important
potential in the services sector, especially for rural
tourism activities. One advantage of RNAA for
the incorporation of ICTs in managing productive
processes flows from the higher educational level
of people engaged in this branch, compared to
farm workers. When it comes to rural services, the
difference is even greater. According to data from
household surveys for the region as a whole (15
countries), the difference in years of schooling for
farmers and for rural service workers is 3.3 years.

Productive impacts of ICTs in agriculture
and rural areas: the role of knowledge

The most direct impacts of ICTs in agriculture and
other rural productive activities relate to increases in
productivity and environmental sustainability, lower
costs and greater value generation. To achieve at least
one of these objectives is typically the basic criterion
for the adoption of ICTs in those activities.

Although studies of the impact of ICTs on
agricultural productivity are rare, there is general
evidence that investments in these technologies have
a clear impact on productivity and that expansion
of broadband access affects employment positively
(Katz 2010).

At the same time, studies of enterprises in various
sectors indicate that the use of ICTs can reduce
communication, production and customer contact

costs. They also point to higher profits, operating
margins and market share as final outcomes (CCS
2009).

In theory, the increase in agricultural yields through
ICTscancomeaboutthroughimproved management
of land and inputs and more appropriate responses
to the risks inherent in farming activity, whether
natural or market-related. In turn, cost reductions
will typically flow from more efficient organization
strategies that can reduce transaction costs, and
from a greater capacity to find information that will
lead to good business opportunities.

Finally, the generation of value depends on a
more subjective appreciation on the part of
consumers, but it can also be enhanced through
the use of ITCs in the delivery of more detailed
information about products, traceability and
online advertising.

More specifically, production and market risks are
issues that affect all farmers across the board, because
of the very characteristics of agricultural production
as well as growing market speculation.

ICTs can be very useful in managing both kinds of
risk: notonly do they provide timely access to data on
prices and climate alerts, but through information
and knowledge they also empower farmers. Such
empowerment could produce a better balance of
forces in a value chain typically concentrated in the
stages of input supply and marketing, which would
increase the capture of value and reduce the market
risk at the agricultural production stage.

Based on the opinion of agricultural officials
from the region, the principal impacts from the
use of ICTs in the region’s agriculture are better
communication with other producers, customers,
suppliers and institutions, and access to new
markets (figure 36).

Lower risks and higher yields, on the other hand, are
among the least frequent impacts. It is precisely in
these areas where a greater policy effort is needed to
ensure that the benefits of using ICTs in agriculture
achieve their full potential.

®
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The evolution of productive systems, induding
apriculiure and certain non-farm  activities, is
currently determined to a larpe extent by the
evolution of the supply of peneric technolopies,
induding ICTs. Nevertheless, beyond technology
offerings, importance also antaches to the effidiency
and effectiveness of their applications in machinery
and technical equipment in general, as well a5 to the
organization of the productive chain, investment
and marketing activities, institutional relations and
even cubtural and educational activities.

This bmad impact of peneric technologies, and 1CTs
in particular, in productive sectors is due to their
capacity to affect the evolution of forms of production
and af the same time o revolutionize the forms of
communication and the innovation process in the
meost varied economic activities and societies.

The impacts of ICTs in user sectors can indeed be
much broader than some of the direct impacts thar
have been noted so far.

Gapo and Rubacalba (2007) have identified at least
three dimensions of the role of ICTs in the evolution of
are apents in the evolution of their own system, drivers
in the development of ICT-intensive innovations
in other systems, and facilitators of technological
evolution in peneral, © the extent thar they make
information and knowledpe flows more efficient.

According to Perezx (2008), traditional sectors,
including natural resource-based sectors, have
experienced a paradipm shift in their forms of
production and orpanization in recent years,
resulting from the introduction of peneric
technologies such as 1CTs and biotechnology. As
she describes the situation, the transformations
that are taking place in these traditional sectors
represent true windows of opportunity for
developing countries, given the importance of
activities such as farming and mining in those
countries. Mevertheless, to take advantape of
those opportunities, producing economies must

Figure 36. LAC (nine countries): impacts from the use of ICTs in agriculture
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build new capacities in areas uf]:.uuwledge whera
their development has historically been low — all
of which amounts to building the information
SOCiety.

Thus, the evolution of traditional sectors isbecoming
increasingly a process inseparable from building a
competitive position in leading-edpe sectors. Only
in this way can the less-advanced economies take
an active role in their own development, not only
adapting peneric technologies to spedific local and
sectoral neads and features but also moving toward
2 longer-term stratepy of structural change.

The impact of ICTs is directly related to the
characteristics of the ive systems that adopt
them and to the capacities of those systems to derive
effective benefits from the use of ICTs

Those capacities, in turn, are linked o the level of
development of the aress where the prodoctive
systemns are bocated. Shin and Lam (2008), for
example, concluded that ICTs have an important
impact in more advanced rural and agricultural aress,
while their effect is minor or nil in poor nural areas,

In a study of Latin America, Momenmm Research
Group (2003) sugpests that the benefis of ICTs depend
on the depree of mamrity of the technological systems

In light of the forepoing, an analysis of the limitations
and possibilities of 1CTs in agriculture and rural areas
must consider the social, economic, cultural, political,
institutional and environmental factors that go into
explaining the degree of development of productive
systemns. It is those factors thar will determine the
feasibility of policies and stratepies and indicate
where there are real possibilities for suocess.

Limitations on the productive use of ICT;
and rural areds

The main barriers to the adoption of ICTS in rural

productive sectors, particularly in  developing
couniries, have been identified in varions studies

) Box 17. Impacts of ICTs in agriculture:
evidence for precision agriculture and
traceability.

Lambert and Lowenberg-DeBoer (2000) reviewed
more than a hundred artides with simulations or
field studies to demonstrate the economic impacts
of FA systemns. Thear condusion was that, in the
of cases, there 5 evidence of economic
benefits from the adopton of the techrology, In
refation to the emaonmental impads of PA

Bongiovanri and Lowenberg-DeBoer (2004) also
conducted an extenswe review of the available
Iterature and showed that there s a comelation
between the adoption of PA systemis and the more
judicious use of nputs such as agrochemicals and
water in agncultural production. The observed
benefitc range from sawngs on mput costs fo
a dear redudion in adverse environmental
impacts, hegher profits, better pest contral and, In
some cases, inoeased vields and better hanvest
forecasting capacty.

When i comes to traceability, sewveral studies
(Monteiro and Caswell 2004; Xaoshuan et al.
2010; Benterde and Stranien 2008; Loursiro and
Umberger 2007} find an effectve reduchon in
fransaction costs with the implementation of
these technologes. Other cobserved mpacts
are the addmon of wvalue to products theough
denominations of ongin and other certhcations
guarantesing the quality and safety of produds,
as well as their form of produchon (organic, far
trade, etc).

Loureire and Umberger (2007} also measured
the premium that beef consumers in the United
States were willing to pay to know the ongin of
the product they were buying. These outcomes
confirm the theoretical ratonale for traceability,
which is that it serves to differentiate and add value
to products by enhancing and making explict ther
safety attnbutes and the advantages demved from
their ongin and manner of produchon.
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{Bhavnani et al. 2008; Caspary and Connor 2003:
GFAR 2008; Jensen 2007; Meera et al. 2004;
OECD 2009 and 2009b; Rao and Malhan, 2008;
World Bank 2009). Those barriers are essentially of

two types:

* On the supply side, these studies conclude
that limited connectivity, the high cost of the
technology and the doubtful wrility of the
contents available online reduce the likelihood
that farmers and rural dwellers will adopt
ICTs.

* On the demand side, these players resistance
to incorporating new technologies into their
production and business management seems to
be correlated primarily to lower education levels

To these rwo explanations of low ICT use in
apriculture and rural areas may be added others,

related to the characteristics of productive systems,
the social and cultural environment, and the scope
of policies and institutions. The following section
examines the most sipnificant aspecs of these
CalegTies.

The main limitations on the use of ICTE in
apriculiure in LAC countries consulted through
key respondents are the lack or poor quality of
connectivity and the low education level of farmers
(figure 37). Data on the digital divide presented in
a previous section of this chapter show the technical
constraints on greater use of ICTs in the region’s
apriculture and rural areas.

When it comes to education, it may be said that,
although years of formal smdy are not the only
determinant of skills for using ICTs, they do
constitute an absolute limitation in the case of very
low levels of education, as are to be found in rural
areas of many Latin American countries.

Figure 37. LAC (nine countries). Main limitations on farmers use
of computers and Intermet
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Figure 38. Latin America (twelve countries). Relationship between education level of
head of household and Intemet use in farming families
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There is a positive relationship between years of
study and Internet use in farming houssholds. Yet
that relationship becomes less important beyond a
certain basic level of education, which can be set at
six years of study (hgure 38).

Using information from the last apricobural census
of Chile (2007), the pmbability of Internet nse can
be calmlated on the basis of the characteristios of
farming operations — such as technological level,
quality of human resources, administrative system and

integration into the production dhain — and of the
producers themsetves (education level, sex, ape, etc).

The results of the Logit model show thar younger
and better-educated producers are more likely
to use the Internet in their farming operations.
As well, the Internet s more likely to be used on
farms produding for export or for apro-industrial
processing, those that have an external manager,

those that use orpanic production or fertigation
systems, or those that also enpage in agri-tourism.

The main limitations on the adoption of ICTs
in agriculture and rural areas appear to lie in
the education levels of potential users and the
colural traits of rural communities. Resistance
and disincentives may be further reinforced by
farmers” suspicions about the usefulness of ICTs
and their doubts about their own digital capacities.
In addition, and despite the regions progress in
this area, connectivity is still a central barrier to the

adoption of ICTs.

It is also important to recognize non-technological
conditioning factors, in particular the barriers
inherent in the lack of incentives (competitive
pressures, demands from suppliers and buyers, etc.)
to make traditional administrative and productive
management systems more MCT-intensive.

+ A perspective on Latin America and the Caribbean .



. Concluslons and policy
recommendadons

Given the broad impacts of ICTs on agriculture
and RMAA, finding technically and economically
feasibde and sustainable solutions shoold be a
priodity for apriculural and mural development
policies in Latin America and the Caribbean.

Those solutions will have to take into account the
specific fearures of productive systems, the evolution
of technolopies and their various interactions with the
competitive, institutional and social environment.
Because it is 2 moving tarpet (ECLAC 2010b), the
digital divide must be addressed with policies that
can evolve from a focus on access to placing the
emphasis on the quality of ICTS, for only in this way
will it be posible to penerate opportunities for the
development of more complex technologies and to
achieve stractural chanpe.

In terms of connectivity, everything seems to indicate
that the new mobile broadband technologies and
convergent terminals will extend the availability
of ICTs to growing numbers of farmers and rural
dwellers. This could be associated with stratepies

to reduce prices, topether with subsidies for lower-
income groups.

Yot the provision of connectivity and access points in
rural areas will not be enouph in itself to pnarantee
the accessibility and use of ICTs in those aress.
Expanding digital technologies in the mral areas
of LAC will require motivational and educational
strategies tD OVEroome resistance, to demonstrate the
useful ness of ICTE, and to develop digital skills. From
the viewpoint of apricultural officials of the region,
the impact of digjtal strategies on the use of 1CTs in
apriculure has so far been rather limited (fpure 39).

Lastly, strategies and policies must consider the
importance of the social and institutional setting
in encouraging the adoption of ICTs in rural areas.
Because of the imitation effect, the behavior of
family members and peers in terms of adopting
and using ICTs can serve as a catalyst for digital
development stratepies. The same holds for the
supply of digital services by public and private
institutions that interact with farmers and rural
dwellers. These variables constitute a key factor for
removing barriers and for encouraping the use of
ICTs, and they must be induded in the desipn of
digital strategies for the region’s maral areas.

Figure 39. Latin America and the Caribbean (nine counfries). Observed impads of the digital
sirategy on the use of ICTs in agriculture
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8| STATISTICAL APPENDIX

This statistical appendix is a synthesis of a common data base and a series
of indicators that are available at www.agriruralc.org.

Table A1. GLOBAL GROWTH PROJECTIONS
GDP annual growth rate. By groups of countries

International Monetary Fund
Groups of countries

World 5.4 2.9 -0.5 5.0 4.4 4.5
Developed economies 2.7 0.2 -3.4 3.0 2.4 2.6
Euro Zone 2.9 0.4 -4.1 1.7 1.6 1.8
United States 1.9 0.0 -2.6 2.8 2.8 2.9
Emerging and developing economies 8.8 6.1 2.7 7.3 6.5 6.5
Latin America and the Caribbean 5.7 4.3 -1.7 6.1 4.7 4.2
China 14.2 9.6 9.2 10.3 9.6 9.5
World (1) 3.9 L5 -2.2 3.9 3.3 3.6
World (2) 5.0 2.6 -0.8 4.8 4.1 4.4
High-income countries 2.6 0.2 -3.4 2.8 2.4 2.7
Euro Zone 2.7 0.3 -4.1 1.7 1.4 2.0
United States 2.1 0.0 -2.6 2.8 2.8 2.9
Developing economies 8.1 5.7 2.0 7.0 6.0 6.1
Latin America and the Caribbean 5.5 4.0 2.2 5.7 4.0 4.0
China 13.0 9.6 9.1 10.0 8.7 8.4
World 3.9 1.6 -2.0 3.6 3.1 3.5
Developed economies 2.5 0.1 -3.5 2.3 1.9 2.3
Euro Zone 2.8 0.5 -4.1 1.6 1.3 1.7
United States 1.9 0.0 -2.6 2.6 2.2 2.8
Developing economies 7.6 5.4 2.4 7.1 6.0 6.1
Latin America and the Caribbean 5.6 4.0 2.1 5.6 4.1 4.3
China 13.0 9.6 9.1 10.1 8.9 9.0

Source: International Monetary Fund, Data bases from the World Economic Outlook, April 2011.

World Bank, Global Economic Prospects 2011.

Department of Economic and Social Affairs, United Nations, World Economic Situation and Prospects, 2011.
1. Aggregate by exchange rate.

2. Aggregate by purchasing power parity.
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Table A2. PROJECTED GROWTH IN THE AMERICAS
GDP annual rate by countries

[ Rawofgowth | Prelmisary nember/Forcauts |
Cauntries — e | o | e | me
nmm mmmmm

Antipna and Rarbuda -l <41 4.1 15
Arpenting (T 24 0.8 52 - - &80 48
Bzhamas -4.3 a5 .3 s - - 13 13
Barhadios ' 10 47 05 = - 2.0 15
Reize () 0 o4 10 - - 23 15
Bolivia (Phorinaizonal State of b 34 e 34 43 = = 45 45
Brail - TT T 75 - - 45 41
Canada - - 25 EX = - 28 18
Chile 15 53 17 53 - - 54 im
Caolombia g 40 1.5 43 = = db 45
Costa Rica 11 40 EE] iz - - L] id
Cuba 14 ] = - - - - -
Diomsnica T 14 L] 10 - - 14 15
Diominican Rapublic 35 7o a5 7E = - 55 55
Eomdor i 35 LT 3z - - 33 1E
El Sahvador 35 10 35 o7 = - 25 30
Grenada -33 0E TE -14 - - 1.0 1E
Gusnemala b5 15 1] 14 = = 30 3z
Guyana 33 1E 33 3g - - ir i3
Haits {1) 19 F0 29 i | - - BE EE
Hiomeuras -l.g 5 21 1z - - 35 40
Jamaica 27 oo 30 11 - - 16 14
Meicen -1 £3 4.1 55 - - b 40
Micarapua -1.5 3o -1.5 45 - - 35 iz
Panama 3z &3 az 75 - - 74 72
Parapuzy 3.3 97 3B 15.3 - - 56 £5
Peru (T TS o8 EE - - 7.5 sz
Saimi Ktis and Mevis 11 15 £ T -15 = - 15 1.5
Saimt Lmcia 45 11 38 o0E - - iz a9
Saimt Vincent and the Grenadines -18 a5 .1 23 = - 25 5
Suriname 12 ao ER| 44 - - 50 50
Trinsdad & Tobago T 1@ a5 oo = - 22 24
United Sizte - - L& 1E - - 1B 14
Urpuar o 2.0 26 £S5 - - 5.0 £z
Venernel (Bolivarian Rep. of) -33 15 33 -3 - - 1.8 15
Latin America asd the Caribbean -1 [=11] A7 &l - = &7 47

Source: ECLAC, Preliminary Owvendew of the Economies of Latin America & the Caribbean December 2010; IMF,
World Economic Outiock Database, Aprl del 2011,

(1) Growth projections for 2010 mntemplate the efecs of the Janwary earthquake and are based on the Assess-
meent Report on the Haitian Earthquake Damage, Losses and Reconstruction Needs, prepared by the Govermment of
Haiti with support from the 'World Bank, the 108, the United Nations System and the Eurcpean Union, Manch 2010

: The Outlook for Agriculture and Rural Development in the Americas  » ECLAC - FAD - HCA »
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Table A4. GROSS DOMESTIC PRODUCT AND AGRICULTURAL VALUE ADDED

o II-—H:.H:I-: pt l.'l:-hﬂ-.r-ml-nl-ﬂ-l-! B g bt GDP lhl—lu';:::-l

Cobsists dollaty 20 Pefroirage Medixh brictuhimal b Med bain livicraiimad fare
MG  2SAEE e 199RMe HO0WS NS eavDs 2R EM9T  200000%  2eRRDE 2009 °
SE9.E  I0SELE 102163 34 3z 33 4.2 74 -lom 1B an 38
Faa4 90158 58886 a5 5.0 39 0 &0 0.9 13 32 157
182421 1866F.0 17572 13 13 LE 1.2 L1 43 Az 53 183
EE3T 7530 1MM22 54 4.8 1.0 13 13 35 o7 1.1 1.0
35947 39005 3ETI2 1T 158 1ZE 54 332 oo 5B 8.5 22
Sz 1155 nEs 133 132 1% a1 532 34 1.3 Z1 a7
Ired3 41977 44160 a5 53 57 B 40 02 3z 54 53
81111 Sop13 G105 1 1] 5.4 &0 4.2 4.1 15 1.5 16 0.s
691 2842 MET a4 0.4 7B 33 LT3 08 1 35 -4
M6 4938 SO0BdE 91 8.z 77 4.1 G4 1.1 31 53 25
NI4T 39BE1  4dmE2 ar 54 4.2 50 A 14 ] a7 34
IS 45445  drora 18T LT T4 | 0y 4.9 0.9 1.3 22 50
IRSEZ 34080 37EdOD 73 BT G4 35 =1 35 1.2 In 125
1472 18559 OO a7 s 1.8 54 4.3 o4 23 4.9 1.5
INERE  25e00 2561 04 T (%) 23 ¥} 35 48 7B 22
309  46BE9 43529 75 0 6.3 237 1.1 23 7.B 12.4 0.
15489 1408 ES44 148 14.1 139 30 53 05 1.E an 3B
TS5 aész  ITmEZ 321 31z 169 0.3 4.5 a3 0.z 0.3 13
&03.0 3BE.5 A i i 24 m8 45 13 19 4.3 0.5 57
12130 13833 133409 145 1o 123 47 56 19 33 55 -7
356l 3AuS4 35EED N | £ 5.3 14 1.2 27 07 1.2 11
gd150 E934.4 E5880 i% 1.8 4.5 1.4 13 £S5 24 4.0 1B
TS7.E a7L.4 LT 17 133 123 3z 3.4 15 1.2 0 0o
0585 50313 ST a5 T2 5.5 4.3 1.4 33 25 4.2 I3
13321 147FE 43 170 19.1 0.2 26 56 33 53 on  -lET
11545  2EILS 19157 a9 74 74 42 LT 0.9 37 62 17
Saint Kitta and Movis 7331 BISL9  T4EL1 N | 25 5 33 E T | o o1 33
Saint Lucia 28 4905 4AE0 7= 4.3 35 0 9 45 62 me -85
Saint Yinccnt and the Grnadina 3083 41505 433701 LT 74 0 38 &3 28 25 4.2 57
Surinamez 17530 20365 21673 1.7 1z 5.6 4.8 4.4 22 1.1 1.8 53
Trimidad & Tobape TiErd TS 1042 1.7 1.0 VL 73 .0 o9 1.8 ZE 10
Unuguay o p 733 =73l 685 BT G5 0.3 7.8 29 1.8 TF 20
Vencmucls [Bolivarian Riep, of] £5200 54006 54832 35 4.1 s 26 TE 33 21 g 03
Lain America & e Caribbean pE30 48125 4TER2 53 47 5.5 26 53 19 26 4.3 -13
Lazin Amemea 41130 46511 47TE4 53 47 55 18 5.3 18 145 4.4 -0
Caribiezn BT orzre 53553 52 45 3.4 a7 33 23 ¥\ ) 0.3 a7
Cemm Amecrica 19971 2602 21350 114 s 1e3 35 &1 0.4 7 46 07
Andon Fopicn I6i14 13E  3_BWS ay 72 65 35 &9 o7 5 41 05
St £410.8 S03g 530 iz 53 53 8 57 oo B 4.6 T4

Source: ECLAC: Based on offidal infomation (Economic Indicadors and Statistics BADECON), consulted 23, March 2011.

Motes: a/ Comesponds fo the average GDP value divided by the average populafion for the comesponding period. Populafion figures
are midyear for each vear. b Preliminary numbsers.

: The Outlook for Agriculture and Rural Development in the Americas  + ECLAC - FAD - IICA -«
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Table AB. SHARE OF SECTORAL EXPORTS IN TOTAL GOODS EXPORTS

_ Crops Livestock Fishlsg Forest
Loaniries
HDOAEE  B0OS/0 2000005 2aOSi10 2000VDS  DSI10 2000005 00509

Antipua and Rarbuda
Arpenting 1.5 4.0 BE 24 0.4 -3.5 Sy | -8.25
Bahamas 1] 345 -20.8 -10.12
Barhados 15 74 50 £5 -9 164 104,80
Belize £S B 645 £13 21.1 2937 537 £8.22
Bolivia (Plorinational Sare of 4.5 -2.0 -11.1 -4 -26.3 -4.86 -850
Brazil o5 a0 118 24 L] -17.8 -2105 4§18
Canada 13 13.8 -1 5 0.1 0.5 -1.58 -10.7B
Chile -HE T4 160 -1.1 55 A1 -Sdm 199
Caolombia 18 £.3 168 -2 -10LE -5l 108 .06
Rica -0E 0.6 38 1.9 £.B ] 214 .82
Cuba -17.8 -15 a3 -1LE5
Diominica 32 &5 1Z20 57.3 24 17 10.31
Drominican Republic
Eomdor 52 33 301 s 57 1.0 BIF 1.33
El Salvador 43 -14.2 532 -10.7 20.9 193 5.81 703
Grenada 2.9 34 o5 423 190 a5
Gustemaly ] LT 7 k] 149 1749 i7m 1214
Cuzyana a5 S K] 7z 34 1.2 BT 048 -10.40
Haiti
Hiomcuras 33 127 0.6 - 2.5
Jamaica 35 165 | 10 £9 -B.0 9.1 4378
Mimico 25 i 13 ol 70 0.0 14 .06
Micrapua 14 24 £ 50 A7 15 5585 3085
Panama [l -30.5 13 SaT 72 -51.a %553 4§52
Parapuay o 1.8 a7 1B 10.2 445 B5w 077
Peru 35 &5 5 8 -11.2 28 -8.54 -18.28
Saimt Kitts and Mevis I3 ELT) 155 £l 78 i3.8 354 004
Saimt Lucia -118 134 649
Saimt Vincent and the Grenadines -11 3.3 124 &5 -140.1 45 B6.92 4646
Suriname
Trinadad & Tobago -105 a5 -H1S 23 -19.3 16 -MTT 2657
United States 14 7.1 43 &5 27 4.3 -1.85 -2.68
Unapusy 14 15.1 59 13 3.4 53 TET 35,29
Venernels (Bolivarian Rep. of) -15.2 377 -243 -10.75

Source: [ICA based on offical United Mations data base (COMTRADE) and FAD I{Fnll.llilﬂlinltirl;E
Mote: Argenfina, Bahamas, Chile, Jamaica, Trinidad & Tobago, Unuguey and Venezuela, the most recent pericd is
2005,/09. To Belize, Dominica, Grenada, Saint Kitts and Mevis y Saint Lucia the most recent period is 2005,/08.

: The Outlook for Agriculture and Rural Development in the Americas  + ECLAC - FAD - IICA -«



Table A9. ACCUMULATED ANNUAL CHANGE IN PRODUCTION BY SECTOR.
PERCENTAGES

Countries
Antigua and Barbuda
Argentina
Bahamas
Barbados
Belize

Bolivia (Plurinational State of)
Brazil

Canada

Chile

Colombia

Costa Rica

Cuba

Dominica
Dominican Republic
Ecuador

El Salvador

Grenada

Guatemala

Guyana

Haiti

Honduras

Jamaica

Mexico

Nicaragua

Panama

Paraguay

Peru

Saint Kitts and Nevis
Saint Lucia

Saint Vincent and the Grenadines
Suriname

Trinidad & Tobago
United States
Uruguay

Venezuela (Bolivarian Rep. of)

Source: |ICA based on official FAO (FAOSTAT) information.

Crops

Livestock

Aquaculture!

Forest?

2000-2005 2005-2009 2000-2005 2005-2009 2000-2005 2005-2009 2000-2005 2005-2009

-2.03
3.82
-1.75
-4.42
-0.20
5.20
5.26
3.03
2.38
2.77
1.85
-12.18
-4.71
2.55
2.90
-0.77
-0.86
5.80
1.62
1.26
9.00
-4.23
2.04
4.24
1.19
9.07
0.77
-6.25
-5.18
2.21
-3.65
-17.99
1.51
9.12
1.13

2.24
-2.05
3.85
-6.63
-2.34
4.58
10.29
1.80
-4.88
0.53
1.28
3.65
4.58
0.10
4.45
5.46
-0.34
-1.47
-1.42
1.51
2.78
5.26
0.51
2.45
0.08
1.52
6.33
3.19
1.54
2.64
5.82
10.61
2.48
12.02
0.98

-3.64
-0.67
2.15
2.13
9.96
5.36
4.87
0.36
3.04
2.60
1.61
-6.52
-3.53
1.47
16.15
2.41
0.34
2.60
7.19
1.75
4.51
1.18
1.99
3.03
1.24
2.16
4.20
-0.40
8.86
-2.52
1.91
7.46
1.06
2.67
-1.31

5.67
1.96
2.52
1.65
-0.39
3.12
3.66
0.62
1.66
3.72
4.05
11.76
8.91
6.25
3.51
2.82
5.07
1.70
2.42
4.59
1.88
3.11
2.16
5.14
3.55
3.05
6.82
-6.28
2.80
4.01
0.15
-2.24
.72
1.33
7.00

0.16
1.71
-6.80
-12.19
2.55
3.32
2.36
3.25
-2.54
0.36
-10.73
-14.60
-1.00
-4.06
32.84
2.29
-12.97
2.39
6.33
16.33
10.28
-0.38
4.48
-0.87
-13.97
-1.21
-1.41
-6.38
-45.63
5.78
1.66
0.94
3.07
5.03

-3.14
-5.37
16.53
-14.34
4.36
5.26
-4.03
-3.93
1.34
1.56
6.74
6.44
6.25
4.18
-6.07
5.96
7.84
-6.31
0.14
-12.15
-2.75
5.45
9.17
-3.30
-29.18
-5.34
0.00
7.90
15.11
-3.81
-4.68
-3.95
-10.21
-6.65

10.75
0.00
11.92
0.00
3.17
1.66
0.87
4.22
-2.69
-2.47
8.55

0.15
3.28
-1.69

2.11
3.31
0.33
0.22
-0.90
-0.38
0.31
0.05
1.01
-0.04

0.42
-2.74
0.27
15.36
272

-1.22
24.33
0.00
-1.61
1.26
0.60
-14.67
4.10
-0.61
0.06
-6.87
0.00
10.14
-1.85
0.12

2.12
-1.62
0.36
-1.33
-0.45
0.34
0.35
-0.89
1.02
-1.08

0.00
0.00
2.27
-6.19
-7.61
12.42
5.10

1/ Total Capture and Aquaculture Production include both capture and aquaculture production taken from inland and marine wates

Source: FISGSTAT FAO. Available at: http://www.fao.org/fishery/topic/16140/en

2/ It comprises all wood obtained from removals, i.e. the quantities removed from forests and from trees outside the forest,
including wood recovered from natural, felling and logging losses during the period, calendar year or forest year.
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Table A10. USE OF LAND IN THE AMERICAS BY CATEGORY (1,000 HA)

Tostal Arahle land Pasture and

laad (SAT)®  crops (CACF)" (5PF)"

Andipma and RBarbuda 44 13 ] o7 4 [E] 1
Arpentin 273, 6D 132,350 33,000 02 o4, g5 o0g 29.RB0
Bahamas 1,001 13 11 08 2 oz 515
Barhados 43 = 17 (L] 2 ol B 31,515
Beize 2,231 152 1oz (%) 50 (k] 1,412
Bolivia (Murinational Staee of ) 108,330 3,819 3519 ol 33,000 L] 57,811
Brail 345,942 24, 500 GE, 500 L E] 156,000 T 523,911

509,351 B, 0 52150 0.3 15,450 0z 310,134 E01
Chile 74,353 15,737 1,712 ol 14,015 os 16,156
Caolombia 110,950 42614 3461 ol 30,153 L] &0,701 17,067
Ciocta Rica 5,106 1,300 =00 03 1,300 or 2,550 70,530
Cuha 10,644 s, B 3570 i 2,630 o4 2,801
Dioeminica 75 3 1 (VL] 2 ol 45
Diominican Republic 4,332 2,500 1,300 (L 1,200 o5 1,972 3,163.6™"
Enmdor 24,836 7445 500 03 4,945 o7 10,260 14,335
Fl Sahvader 2,072 1,552 a5 (T B37 o4 296 14,500
Crenada 34 12 11 0o 1 ol 17 331
Cusiemala 10,71 4,218 1 5E 5 1,950 o5 3,760
Carpana 19,635 1,675 445 03 1,230 or 15,205
Haiss 2,756 1,790 1,300 oy 400 (k] 03 4z
Honduras 11,189 3,184 1428 o4 1,756 [T 5432
Jamaic 1,083 4i4 =5 s 29 o5 338
Menico 194, 3505 102,500 7,500 [E] 75,000 or £5,112
Micarapma TET 5146 7,130 o4 3,016 0k 3,254 3,089
Panama 744 2,330 s (E] 1,535 or 3,775
Parapuzy 39,730 30,400 4,300 0z 1, 100 o0g 17,939
P 2B O00 21,440 4440 oz 17,000 o0E 68,202
Saant Kitis and Mevis 5 5 '] 0 1 oz 11
Zzant Loca &1 11 10 as 1 ol 47
Szant Vincznt and the Grenadines £ 1o ] 0E z o0z 7
Suriname 15,500 75 56 o7 1% E] 14765 18,7004
Tramidad & Tobapo 513 54 &7 L] 7 0.1 228
United States a4 T4z 411200 173.200 o4 233,000 06  303.256 1,356
Urupuay 17,502 14,854 1,673 ol 13,191 g 1.654
¥enernela (Bobiwarian Rep. of) BB 305 21,350 3,350 [l ] 13, il [ ] &6_B50
Americs IEITITE 1,190,855 305,097 (k] 705,768 07 1.568.046
ALC 3 Mexico 2,013,180 TIZ0E5 169,747 oz 542318 0.8 95455 355E30.4

* Source: FAC), FADSTAT (year 200E).
** Source: ECLAC, CEPALSTAT (year 2007, == year 2006).
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