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Trends and recent
changes in the
Latin American
food and agriculture
situation

Luis Lopez Cordovez*

This paper analyses the chieftrends and recent
changes in the agriculture and food situation of
the Latin American countries and seeks to give
a brief overall picture, despite limitations aris-
ing from the insufficient and sometimes partial
data,

In making the analysis, account was taken
of a number of outstanding aspects of the new
waorld agricultural context that have had an
impact to varying extents on the performance
of national agriculture.

The regional agricultural situation reflects
a variety of different types of progress resulting
from the sometimes only partial exploitation of
its potential and a number of unsolved prob-
lems which may be becoming more serious. In
any event, the economic progress achieved is
obvious, since the dimensions of the sector
increased by a factor of 1.4 during the 1970s,
The technical progress that has taken place in
the region is evident but at the same time pres-
ents an uneven picture. These two forms of
progress have been based both oo stimuli re-
sulting from public policy and on attractive,
although selective, conditions in expanding
markets. To a great extent the expansion
achieved in production was made possible by
accelerated capital formation in entrepre-
neurial-type production units, The coexistence
of this material progress with the continuing
rural poverty is the most noteworthy negative
feature of Latin American agriculture.

*Director, CEPAL/FAO Joint Agriculture Division.

I

Agriculture in the
overall context*

The diversity of the current situations in na-
tional agriculture presents an obstacle to as-
sessment of a regional scope. Nevertheless, de-
spite the difficulties arising from growing dis-
parities that lead to major differences in the
significance of agricultural activities within the
framework of the global economy, in ag-
ricultural production policy, in the relationship
between - agricultural activities and internal
and external markets, in the size, characteris-
tics, dynamism and economic performance of
the various agricultural segments, and in the
interrelationships among those segments and
between them and the rest of the economic
system, there are enough common elements to
put together an overall picture of the region
showing the orientation and scope of the
economic and social changes that Latin Ameri-
can agriculture is undergoing.

Owing to its size and resources, in past
decades agriculture was an outstandingly im-
portant sector in most national economies,
whereas industry was in a relatively early stage
of development, For that reason, and because
capital resources were scarce at that time {(ex-
cept in those countries with high levels of min-
eral and petroleum exports), while there was
only a low volume of external financial assis-
tance, agriculture had to contribute to the
growth of other economic activities, In addition
to this situation, there was the widespread con-
viction that agriculture could be expanded by
making more effective use of the resources al-
ready applied to the sector, since agriculture’s
own capital requirements were quite modest.

While there is no doubt that industry has
been the most dynamic sector as regards de-
velopment of the Latin American economic
system, agriculture has played an important
role by making a major contribution to the in-
dustrial sector. It continues to play the same
role, but in spite of the fact that its economic
dimensions are a good deal larger than in
earlier decades it no longer occupies the promi-

*The aunthor wishes to express his gratitude for the
valuable observations and suggestions made hy Messrs,
Emiliano Ortega and Rolando Chateauneuf.
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nent place it once did as a sector whose
economic surplus could be transferred to the
rest of the economic system.

At the beginning of the 1980s the position
is that agriculture is still extremely important
in a number of countries, whereas in others it
occupies a more modest position. Between
1970 and 1980, at the regional leve] and on the
hasis of national accounts, there was an annual
increase of 3.5% in the agricultural gross do-
mestic product, compare with an annual
growth of 5.6% in the overall gross domestic
product. Over the same period agriculture’s
share in the total product dropped from 14% to
11.4%. In the course of the 18705 the proportion
of the total labour force employed in ag-
riculture dropped from 42.1% to 36.2%.! Natu-
rally, the agricultural product’s growth rates, the
share of that product in the total product, and
the size of the agricultural population in rela-
tion to that of the total population vary from one
country to another,

When an economy undergoes change and
becomes more diversified the importance of ag-
riculture in relation to the total gradually de-
creases, which generally leads to misjudge-
ment of the agricultural sector’s performance
and to 4 negative assessment of it. In the
economic development process it is normal
that there should be a drop in agriculture’s con-
tribution, measured on the basis of global
macro-economic indicators that may be disag-
gregated at the sectoral level. In itself, such a
decrease does not mean that inadequate
dynamism is being displayed. The nature and
magnitude of the evolution of agriculture
should be considered not only in the light of
statistical indicators on production and pro-
ductivity, but also in the light of indicators re-
flecting socio-economic changes resulting from
changes in distribution of income, the scale of
extreme poverty and the level of employment
of the labour force.

In the 1970s it was observed that in most
countries, for some time past and #o varying
degrees, the socio-economic structures of ag-
riculture and the interrelationships between
themm had been undergoing substantive

ICEPAL, “Projections of Latin American develop-
ment in the 198057, April 1981 (E/CEPAL/G.1158).

changes. Analyses were carried out and it was
shown that the technological modernization of
agriculture was not an isolated event, but that it
constituted part of a series of events, which
made evident its integrated and interdepen-
dent character in respect of the development of
the other economic sectors. This series of inter-
relationships and repercussions is extended
by, and linked with, the national economies’
system of external relations.2

The integration of agriculture into global
development and its interdependence with
such development is therefore a determining
factor in the changes that are being noted in it;
for a complete understanding of what has hap-
pened in agriculture, both from the point of
view of production and from the point of view
of the social stratification of this sector, particu-
lar attention should be given to intersectoral
relations, which help to explain events in the
light of more comprehensive and complex situ-
ations and processes than those linked only to
variables in the agricultural sector itself.

Within this framework of integration and
interdependence, it has become increasingly
difficult to make the goals pursued by the State
through its priority programmes and actions
—goals which are general in the case of ag-
riculture as a whole and specific in the case of
each individual branch of production, or for the
benetit of the peasantry at large— fully compat-
ible and coherent among themselves and be-
tween them and the goals set for the economic
system as a whole. The difficulties, incon-
sistencies and contradictions involved have
been even greater when countries have had to
make choices, review goals and objectives, and
apply internal adjustment policies in order to
cope with the short-term external situation,

The average income of the population de-
pending on agriculture continues to be a good
deal lower than that of the non-agricultural
population. Despite the progress achieved in
production, which is described below, trends
in agriculture still do not meet the economic
and social demands made on thatactivity by the
Latin American economy and society,

2CEPAL and FAQ, "Rural social development in Latin
America”, CEPAL/FAQ Technical Meeting on rurgl social
development in Latin America, Montevideo, Urnguay, 9
L1 August 1978 {(CEPAL/FAQ/78/2),
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I1

Regional agricultural production in the 1970s

The marked changes and uncertainties which
have prevailed on a worldwide scale in the
economic, social and political spheres in the
past decade, and especially in the second half
of that decade, have had a strong impact on the
international agricultural markets for products,
technical inputs and finance, and through those

markets they have influenced the agricultural -

production process of the developed and de-
veloping countries in various manners and to
varying degrees.

Latin America did not escape this impact.
When the proportion of a product exported ex-
ceeds one-third of the regional total produced,
external market conditions obviously have a
great impact on the production process; a brief
outline of world agriculture will therefore be
given, before developments in regional ag-
ricultural production are considered.

1. Some leading aspects of the new world
agricultural context

In general, the period between the beginning
of the 19505 and the early 1970s was one of
definite and stable growth in world agricultural
production, particularly of food, together with
unprecedented growth in food consumption.
In 197071971 the chief problem confronting
world agriculture was how to reconcile the
need to increase income from exports of ag-
ricultural products with the need to raise the
income of agricultural producers in both the
developed and the developing countries and,
at the same time, maintain a greater degree of
stability and firmness in international markets
and thus a better equilibrium between supply
and demand at the world level.

It may be concluded from FAQ figures®
that the value of world agricultural production
grew at an annual rate of 2.9% between 1950

SFAQY, Production and Frade Yearbook, Bome, varions
years.

and 1972, whereas the value of international
trade in agricultural commodities would ap-
pear to have grown at an annual rate of 5%. A
characteristic of the period in question was the
increase in the developing regions’ depend-
ence on food imports. In 1972, owing to
simultaneous major production deficits in a
number of interrelated commmodities, there was
a substantial increase in international demand,
and it was therefore necessary to draw heavily
on reserves in order to close a major portion of
the gap between supply and demand. When
the reserves were bordering on their lowest
levels, in 1973, there was a marked increase in
prices. The sharp rise in oil prices and the re-
sulting financial and monetary disturbances
had an impact on balances of payments, ac-
celerated inflation and encouraged specula-
tion, introducing additional uncertainties into
the situation that generated conflicts between
supply and demand in intermnational ag-
ricultural markets.

The rise in the price of fertilizers,
pesticides, fuels and lubricants gave rise to ad-
justments in production systems, particularly
as regards the location and composition of
crops and the selection of energy-saving tech-
nical processes.

In 1975/1976 the industrialized countries’
economic recovery began, international ag-
ricultural prices dropped and stocks ac-
cumulated in the importing countries.* In 1977
there was an increase in world agricultural pro-
duction and supply, which coincided with a
recovery in demand as a result of an increase in
consumer income, and there was even a recov-
ery in stocks to a certain extent. When demand
recovered in 1978 prices rose slightly, which
coincided with a considerable increase in the
prices of exports of manufactures, resulting in a
deterioration in the terms of trade. Following

AFAQ, Commodity Review Outlook, 1975-1976, Rome,
L9786,
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two years of substantial expansion in produc-
tion (1977 and 1978), in 1879 output dropped
and the trend was reversed, which in turn
generated a further rise in prices.” In 1980
world production rose slightly, but in per capita
terms it dropped for the second consecutive
year. International prices of fertilizers rose by
20% to 30% in comparison with their levels of
1979, which contributed to a further increase in
agricultural prices at the beginning of 19818

FAQO selected 21 products representing
about 50% of agricultural trade in order to as-
sess the degree of instability in prices and the
volume of international trade between 1968
and 1978 (see table 1} and established that the
most significant feature was the major and
widespread increase in the instability of prices
in the mid-1970s, in comparison with the late
1960s and the early 1970s. There was little
fluctuation in export volumes, In the period
1974-1978 there was a significant widespread
trend towards slightly greater stability.”

There are many complex and widely vary-
ing reasons for the evident destabilization of
such a wide range of agricultural commeodity
prices. However, it appears that among those
reasons fluctuations in the volume of output
and of exports played only a subordinate role,
and there does not appear to have been a great
degree of price inelasticity either. Between
1974 and 1976 changes in trade patterns, the
shrinking of residual world markets owing to a
greater degree of self-sufliciency of importing
countries and the higher level of protection
atforded to national producers took on greater
importance. The acceleration of world inflation
and the higher level of instability in world
monetary markets are factors that have made
possible a greater level of activity in world
trade in agricultural products and contributed
to greater fluctuations in their prices.?

It would appear that between 1970 and
1978 the value of world agricultural exports
grew at an annual rate of 18.3% at current prices
and 4.4% in terms of real prices, whereas world

Sthid., 19745-1980.

¥ A, The state of food and ggriculre, 1980, Rome, 1981,
TIFAQ, Commaodity Review Outfook, 1979-1980, Rome, 1980,
Brbld.

output grew at an annual rate of 2.5%.° In the
period in question the United States maintained
its position as the world’s leading exporter of
grains and oilseeds. Exports of these products,
together with exports of livestock products
and other non-food products such as cotton and
tobaccao, meant that United States agricultural
exports grew at an annual rate of 9% between
1972 and 1980, compared with the annual rate
of 5.5% recorded during the period 1950-
1972,

United States production of cereals and
vilseeds rose from 147 million tons to approxi-

"~ mately 350 million tons between 1950 and

1980. As from 1973, 65 million acres of land
previously not used entered into production.
Among the chief producers and exporting
countries the United States demonstrated that
it had a greater production capacity and a great-
er ability to adapt its policies to changing situa-
tions in international markets; it increased its
competitivity in those markets while at the
same time raising its production to keep pace
with the expansion in world demand. By the
early 19805 the United States had put virtually
all suitahle land, including land that had not
been cultivated for over two decades, into ex-
port production. !t

In addition to having turmed to interna-
tional markets more intensively, United States
agriculture succeeded in eliminating redun-
dant manpower; the chronic disequilibrinm
between land and labour force, which lasted
until the early 1970s, ceased to be an insoluble
problem.

Gradual migration to the cities, residence
in rural areas not associated with employment
in agriculture, full utilization of available land,
a flow of technological innovations that, in ad-
dition to freeing manpower, enabled produc-
tion to grow as rapidly as domestic and, in
particular, external, demand, and achievement
of an improved ratio between agricultural and
non-agricultural productivity, owing to the fact
that the rate of'return increased appreciably in

bid.

WInited States Department of Agriculture, Agricuitur
al-food policy review, Washington, April 1981.

HUnited States Department of Agriculture, op. cit,
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Table 1

WORLD: VARIATIONS IN EXPORT PRICES AND IN QUANTITIES EXPORTED
OF THE PRODUCTS INDICATED, 1968-1879 AND 1974-1978

(Perceniages)
Ratio 1974-1978/
1968-1972 1974-1978 1968-1979
Price Quantity Price Quantity Price Quantity
Cottee 9.16 11.09 3497 17.18 3.82 1.55
Tea 3,56 13,42 24.48 2047 4.40 153
Sugar 19.19 18.27 44,14 16.89 2.30 0.92
Wheat 8.26 17.28 11.70 1001 142 0.58
Rice 10.04 13.55 22,89 14.84 2.28 1.10
Maize 8.22 17.47 12,29 12.93 1.50 0.74
Barley 6.75 20.94 7.01 11.88 104 0.57
Butter 25.81 26.54 b.62 12.31 0.22 0.46
Cheese 23.26 8.57 6.15 9.1% 0.26 1.06
Soya beans 5.09 24.93 38.18 22.38 7.50 0.90
Sovbean oil 13.75 21.76 23.19 22,51 1.69 1.03
Cottonseed oil 14.88 43.34 18.64 26,12 125 0.60
Olive vil 9.42 21,56 4,94 29,30 0.52 1.36
Palm oil 15.60 15.26 22.95 15.81 1.43 1.04
Rubber 13.07 6.16 16.61 7.00 1.27 1.14
Cotton 5.65 18.73 14,15 12.64 2.50 0.67
Cocoa 19.51 834 25,43 8.66 1.30 1.04

Source: FAQ, Commodity review outlook, 1979-1980, Rome, 1980,

1FAQ calculated the coefficients of variation on the basis of quarterly duta conceming export prices and quantities, which

is adjusted to take account of trend.

the 1970s, are factors that, taken together, led to
the disappearance- of the classic land/man
disequilibrium, 12

Unlike in the past, the problems upon
which attention was focused in the taking of
decisions regarding United States agricultural
policy are not related to the handling of excess
production capacity, but to the introduction of
adjustments in production in order to avoid
scarcity, particularly of cereals and oilseeds.
The United States supplies almost half of the
volume of the products in question traded in
international markets, and fluctuations in
world demand for, and production of, these
products theretore have a considerable impact
on United States annual production decisions.
The rate of expansion of international demand
for United States agricultural products trebled

12fhid.

in the 1970s, and it is clear that it will continue
to grow in the course of the current decade.

From 1973 onwards monetary instability
had a serious impact on EEC agriculture,
which led to the adoption of complex measures
and the establishment of monetary compensa-
tions in order to avoid the disintegration of the
common agricultural market, with the result
that the task of setting annual agricultural
prices, within the global economic context, was
one of the biggest difficulties confronting the
Community,

In the 1970s EEC agriculture underwent
structural adjustments accompanied by techni-
cal advances, The size of agricultural units in-
creased rapidly, and the number of producers
dropped; as a result, productivity improved
and the annual volume of virtually all products
rose steadily. Consumption did not always ex-
pand at the same rate; in the case of a number of
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products it expanded at the same pace as pro-
duction, in the case of athers, specifically dairy
products, it increased as a result of a high levels
of intervention in the form of public ag-
ricultural expenditure, and, lastly, in the case of
still other products, meat, sugar and dairy pro-
ducts, in which surpluses were formed or
maintained, exports were promated through
extremely active specific programmes, to-
gether with costly measures to encourage
domestic consumption in various ways.

Between 1978 and 1980, intra-Community
agricultural trade showed a tendency to
stagnate in the case of most products, particu-
larly cereals and meat, in contrast with the con-
siderable increments recorded in the period
1973-1978 following the incorporation of the
United Kingdom, Denmark and Ireland into
the EEC. This shows that the Community
depends increasingly on exports to third
countries in order to dispose of some of its sur-
pluses. Exports of sugar and dairy products be-
nefited from the drop in production of the
principal producer countries, owing to adverse
climatic conditions or to political objectives,
which resulted in a fall in supply and high
prices in world markets.

The chief problem contronting the EEC in
the short and medium-term is that of deciding
how it can dispose of expanding production
volumes, both on the domestic market and ex-
ternally, at suitable prices that safeguard the
income of producers and at the same time re-
main within the limits of State intervention de-
termined by the levels of public funds al-
located for that purpose.

The EEC occupies second place as a world
exporter of agricultural products (10% of the
world total), being preceded by the United
States {approximately 20%) and followed by
Canada (7%). The EEC share of the world total
has remained relatively stable in the long term.
Its exports fell slightly in the period 1973-1976,
but between 1976 and 1979 they recovered. In
1978 48% of EEC agricultural exports went to
industrialized countries, 43% to developing
countries and 9% to countries with centrally

L3Commission of the European Communities, The ag-
ricultural situarion in the Community. 1980 Report, Brussels,
December 1980.

planned economies. Approximately two-thirds
of its exports consisted of processed products.
The case of products processed from coftee, tea
and cocoa, which the EEC does not grow but
exports in great quantities on the basis of im-
ports of primary products from developing
courtries is worthy of note.

Two years of unsatisfactory world harvests
(1979 and 1980) led to a deterioration in the
world food situation. Since the 1981 harvest
was considerably better than anticipated, the
threat of another large-scale food crisis appears
to have diminished. However, as a result of the
drop in cereal production in 1980 import re-
guirements rose substantially. FAO® es-
timated that in 1980/1981 the developing
countries imported 95 million tons of cereals, a
figure approximately 7% higher than during
the preceding biennium. Demand rose when
the smaller availability had caused a net in-
crease in prices. Since the cost of maritime
freight also increased, the cost of food imports
rose sharply.

2. Regionul production behaviour

In the case of a number of Latin American
countries expansion of domestic markets had a
decisive impact on the behaviour of their ag-
ricultural production and its composition,
while in the case of other countries agriculture
has continued to become more international. In
both cases national agriculture has béen af-
fected not only by the impact of the need fora
greater volume of production, but also by the
characteristics and composition of the markets
upon which it fundamentally depends.

When national agriculture is considered in
the light of its scale, —as measured in terms of
the agricultural gross domestic product at 1970
prices—'% in the three-year period 1970-1972
Mexican agriculture was the largest, followed
by Brazil, Argentina, Colombia, Peru and Ve-
nezuela, in devreasing order of importance, At

44hid.

ISFAQ, Global information and early warning system on food
and agricuiture: Food outlonk, Rome, various issues during
1981.

IBCEPAL, “Projections of Latin American develop-
ment in the 1880s”, April 1881 (E/CEPAL/G. 1158).
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the end of the decade (the three-year period
1978-1980) Brazil occupied first place, fol-
lowed by Mexico and Argentina, with Colom-
bia slightly behind, followed by Peru, which
was, in turn, almost equalied by Venezuela,

Four countries (Paraguay, Brazil, Guate-
mala and Colombia) achieved annual aver-
age increases in their agricultural GDP ex-
ceeding 4% in the 1970s, while five other
countries (Nicaragua, Venezuela, Ecuador, the
Dominican Republic and Argentina) achieved
an annual rate of agricultural growth of 3% to
4%. The next four countries (Bolivia, El
Salvador, Costa Rica and Mexico} had an an-
nual increase of 2% to 3%, while in the last six
(Chile, Haiti, Panama, Honduras, Uruguay and
Peru} the average annual increase was below
2%.

Analysis of production trends as seen from
the growth of the sectoral gross domestic pro-
duct, on the basis of national accounts, suifers
from a number of limitations, including, in
particular, the fact that it is impossible to ex-
plain what happens in the case of the various
production lines and the difficulty of identify-
ing and assessing the factors responsible for
dynamism or stagnation. The production per-
formance of agriculture is therefore consid-
ered below in terms of the physical volume
of produets. The growth rate of this volume has
been dynamic (an annual rate of 3.3% in terms
of the gross value of production) compared with
that obtained by the developing regions as a
whole {an annual rate of 2.9%) and the de-
veloped countries (an annual rate of 2%). When
the evolution of the sector is considered in
terms of the per capita gross value of Latin
American production, it must also be regarded
as relatively dynamic, since it rose at an annual
rate of 0.8%. However, this rate is inadequate
as regards the potential demand for food by
Latin American society, which includes ap-
proximately 45 million persons suftering from
malnutrition; growth in physical volume has
not kept pace with effective demand, since it
would appear that the latter has risen at an
annuzl rate of 3.6%. It is also inadequate in
view of Latin American agricultural production
potential, since only a little over one-quarter of
the cultivable area is utilized. Furthermore, it
is inadequate in view of the amounts of ag-

ricultural products which the Latin American
countries need to export in order to correct
their trade balances and their balances of pay-
ments and to reduce their external indebted-
ness, Lastly, it is inadequate in view of the
level of growth in production required as an
essential material basis for raising the gquality of
life in the rural environment.

Production behaviour has been uneven,
Crop farming has grown at a lower rate than
livestock production (annual rates of 3.1% and
3.7%, respectively). This trend, for which many
complex factors are responsible, became ap-
parent in the 1960s. Here attention should be
drawn once again to the impact of unfavourable
climatic conditions on the annual volume and
composition of production.

Trends in individual lines of production
display marked disparities from one group of
products to another; there has been dynamic
growth in a number of lines, while growth has
been slow in others, and some have even
shown reductions. Four groups of vegetable
products expanded at a more rapid rate than
that of the population: oilseeds, green veg-
etables, fruits and sugar crops. In the case of
livestock products the same was true of poultry,
pork, eggs and milk. Cereals, stimulating be-
verages, dry legumes and beef grew at a
slightly slower rate than that of the population.
Lastly, in the case of roots and tubers and veg-
etable fibres, excluding cotton, production fell.
Table 2 shows what happened in the case of
each group of products and each separate
principal product.

Among crops, the most dynamie group is
that of oilseeds, and within that group sova-
beans are particularly prominent, The princi-
pal factor responsible for the spectacular in-
crease in oilseeds was expansion of the area
harvested, which accounted for 68% of the rise
in production. At the same time, however, the
increase in yields of these crops, which rose at
an annual rate of 2.8% (double that of the
growth in average crop vields), should not be
underestimated.

Both internal demand for, and exports of,
vilseeds have expanded substantially; the
former rose by an annual rate of almost 9%
between 1969/1971 and 1977/1979, and the lat-
ter grew at an annual rate of 17.2% over the
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same period. The combined effects of intemal  regional production that expanded at an annual
and export demand permitted the absomptionof  rate of over 14%.

Tahle 2

LATIN AMERICA: PRODUCTION, AREA HARVESTED AND AVERAGE PHYSICAL YIELDS,
1969-1971 TO 1978-1980

fAnnual growth rates, percentages)

Crops Volume Area Physical
produced harvested vields
Cereals 2.4 0.7 1.6
Wheat 2.6 15 11
Rice 34 2.1 1.2
Maize 1.3 =01 14
Sarghum 5.5 2.6 2.8
Roots and tubery -0.7 0.3 =10
Potatoes 14 -0.3 1.7
Cassava -1.1 0.7 -1.5
Sugar cane 3.5 2.3 L1
Dry legumes 0.7 L1 -0.5
Beans 0.5 13 -0.7
Oilseeds 14.2 111 2.8
Soya beans 259 236 1.9
Veperabies 3.2 2.1 i1
Fruis 3.5 03 3.2
Bananas 1.9 0.3 1.3
Citrus fruits 7.5
Apples 7.1
Beverages and tobacco 2.5 0.9 1.6
Cocon 42 035 3.6
Coftee 19 08 10
Tobacco 41 2.3 17
Raw cotton L4 0.5 0.9
Vegetable fibres —14 —.2 —i.2
Other crops 5.0 4.0 i.0
Fatal crops 3.1 17 14
Livestock products Volume Animals slaughtered
produced or in production®
Mear 3.3
Beef 2.1 20b
Pork 34 33b
Poultry 9.3 8.3b
Other livestack products 3.3 .
Milk® 3.2 26¢c
Eggs’ 5.1 45d
Total tivestock products 3.6 2.6
Total agricultural products 3.3 .

Source: Prepared by the CEPAL/FAO Joint Agriculture Division on the basis of FAO figures,

neluding improvements in physical yields,
bTotal animals slaughtered.

*Dairy cattle.

U Total laying hens,
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In the case of fruits, the expansion of pro-
duction of citrus fruits and apples (by 7.5% and
7.1% per year, respectively) contrasts with the
slow increase in bananas (at an annual rate of
1.9%), which was lower than the population
growth rate.

At the beginning of the decade, within the
branch of poultry production, the level of egg
production was higher than that of meat, but
the meat/eggs ratio, which was 0.85 in 1970,
rose to 1.23 in 1980, The widespread reduction
in the price of poultry meat compared with that
of beef was achieved as a result of a decrease in
production costs, resulting chiefly from greater
efficiency and productivity, An additional
factor was active intervention by large-scale
producers in the marketing process, which has
helped to reduce costs and promote demand.

At the same time trends in world trade in
beef, together with the relative inelasticity of
supply, contributed to higher domestic beef
prices, The urbanization process also con-
tributed to the higher level of poultry meat
consumption, since the large cities are well
supplied by dynamic and efficient poultry
enterprises,

The sharp increase in poultry production
has not been accompanied by an equally rapid
rate of growth in production of secondary cere-
als. Maize production grew ata slower rate and,
at the same time, the proportion produced for
human consumption dropped trom 38% to 29%,
progressively greater volumes being supplied
as feedstuffs for poultry and pigs. The relative
stability of maize supplies and prices on inter-
national markets, particularly from 1976 on-
wards, have had an impact on domestic price
levels; although they did net actually discour-
age production, they did not promote it either.
In addition to this factor, there was competition
from sorghum, whose production was thus en-
couraged and became more dynamic. Although
regional production of sorghum is stili low
compared with that of maize, this may well
mark the beginning of a trend that will become
more marked in the 1980s.

The drop in consumption of legumes ap-
pears to be a definite reality in many countries
of the region. It is not clear whether this fall in
consumption has been responsible for the drop
in the growth rate of production, or whether the

opposite has been the case. Factors responsible
tor lower consumption of legumes are their re-
latively high price compared with that of other
foods and the fact that they require more fuel
and cooking time; at the same time, the urbani-
zation process could be contributing to the
drop in per capita consumption. Roots and tub-
ers, tor their part, are basic foods chiefly in rural
areas, The factor responsible for the slow
growth in potato production (an apnual rate of
1.7%) could be concentration of demand as a
result of changes that have taken place in the
relative importance of the urban and rural
population. The higher cost of transport and
of storage of this type of product may also
have played a role in the fall in per capita
consumption.

3. Basic reasons for this behaviour

Growth in production veontinues to be based
chiefly on an increase in area harvested, but it
has already become apparent that productivity
is making an increasing contribution to the total
produced. In the 1960s the expansion of the
area harvested accounted for two-thirds of the
increase in the harvest, and the remaining third
was accounted for by higher yields. In the fol-
lowing decade this ratio changed significantly,
Three-fifths are now accounted for by a more
extensive area harvested, and two-fifths are ac-
counted for by higher vields. The area
harvested has expanded at an annual rate of
1.7%, whereas yields have risen at an annual
rate of 1.4% (see table 2).

It is estimated that only just over one-
quarter of the cultivable agricultural area is
utilized, The greatestreserve of land —72% of a
total of approximately 600 million hectares—,"7
is located in the humid tropics, whose soil has a
low level of natural fertility and is vulnerable.
Aproximately 24% is located in the subtropics,
and the remaining 4% in the temperate subre-
gion and the temperate sections of the Andean
Cordilleras. Somewhat over half {(54%) of the
cultivable land reserves belong to Brazil, Ar-

ITCEPAL, 25 aitos en la agricultura de América Larina:
Rasgus principales, 1950-1975, Cuadernos de la CEPAL
series, No. 21 {study prepared by the CEPAL/FAQO Joint
Agriculture Division, 1978).
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gentina and Mexico, and a major proportion of
the remainder is concentrated in the countries
of the Andean Group. In the past decade,
Brazil, Colombia, Argentina, Paraguay, Cuba,
the Dominican Republic, Bolivia, Guatemala,
Honduras and Costa Rica, have increased their
harvested area at a greater pace. The regional
area harvested has risen from 85 million
hectares to 100 million hectares, Of the 15 mil-
lion extra hectares, 62% is accounted for by
new oilseed crops, chiefly soybeans; 24% by
cereals (wheat, rice and sorghum}; 8% by surgar
cane; 5% by coffee; and the remaining 1% is
distributed among various crops, whose
harvested area has barely increased.

Unit yields have risen in most national ag-
ricultures. A variety of factors were responsible
for this, including completion of an organic re-
search project and dissemination of the cor-
responding results, particularly as regards the
genetic improvement of plants, application of
new techniques relating to use of fertilizers and
pest control, and advanced cultivation meth-
ods. In other cases, successful land-preparation
programmes and the completion of invest-
ment in irrigation have had an impact.

Mention should also be made of the ad-
vances resulting from more effective technical
and economic organization of entrepreneurial-
type production units, However, there are ins-
tances where there has been no significant im-
provement in agricultural yields over the
course of the ten years under consideration;
although progress has indeed been made in the
case of a3 number of crops, this has had no im-
pact on the average level of productivity of the
total area harvested.

The increase in physical production capac-
ity has been made possible by the technical
advances applied, which have varied according
to the characteristics of each line of production,
their requirements as regards technical inputs,
and the importance of each technological
package adopted, measured in terms of the
number of its components and the level of their
interdependence. These technical advances
have also varied in accordance with the
economic agents that introduced and im-
plemented the technological change and accord-
ing to whether prevailing market conditions
encouraged or restricted production.

Seventy-seven per cent of the fertilizers
used are concentrated on three crop groups:
cereals, sugar crops and oilseeds. In turn, these
crops occupy 72% of the area harvested and
represent 70% of the foodstufls consumed, The
use of pesticides is more general than that of
fertilizers; however, pesticides are used above
all in the case of cotton, followed by cereals,
fruits, coffee and potatoes, which together ab-
sorb almost 90% of the pesticides used and
occupy 63% of the area harvested (see table 3).

As regards the scale of average application
of fertilizers per hectare, sugar cane is followed
in order of importance by soya beans, citrus
fruits, bananas, green vegetables, tobacco, cot-
ton, potatoes, sorghum, rice, wheat and maize.

Regional consumption of fertilizers has ri-
sen from 3.6 million tons of NPK to 6.8 million
tons, representing an annual increase of 8.5%
(6.6% for nitrogenous, 10.1% for phosphatic
and 9.7% for potassic fertilizers}). In the past
decade the consumption ratioc between
phobphorus; potassium and nitrogen has
changed. The P/N ratio has risen from 67% to
93%, whereas the K/N ratio has risen from 45%
to 60%. The regional average is strongly in-
fluenced by the figures recorded in Brazil,
where consumption of fertilizers quadrupled
in the 1970s (with an annual growth rate of
16%), growth in consumption of phosphorus
and potassium being extremely rapid owing to
the requirements of certain crops and the
nutrient content of the soil. Crops grown in a
hot, humid climate, particularly oilseeds and
sugar cane, account for the rising use of
phosphatic and potassic fertilizers. It is not
known to what extent changes in formulas and
the possibly more effective use of fertilizers in
the case of crops grown in temperate areas may
have contributed, ta this.

When total consumption of fertilizers is
linked to the annual area harvested, it is found
that the level of fertilizer use has risen from 35
to 67 hectares. At the same time, regional pro-
duction of fertilizers has expanded, and the
share of imports in regional consumption has
therefore dropped. The importation/consump-
tion ratio has dropped from 58% to 51% in the
case of nitrogen and from 56% to 38% in the
case of phosphorus, while it has remained at
99% in the case of potassium. Brazil, Colombia,
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Table 3

LATIN AMERICA: CHANGES IN THE STRUCTURE OF PRODUCTION,
AREA HARVESTED, AND BREAKDOWN OF CONSUMPTION OF
FERTILIZERS AND PESTICIDES

{Perceniages)
Structure Breakdown Breakdown of consumption
of of area of technical inputs
Products production harvested 1974-1976
1969~ 1978— 1969- 1978~ Fertil- Pesti-
1971 1980 1971 1980 izers cides
I. CROPS
Cereals 17.8 164 55.7 50.0 25.2 18.8
Wheat 33 3.1 101 9.8 6.7 2.1
Rice 4.0 4.0 7.6 7.7 6.8 2.5
Maize 86 72 30.7 225.6 59 97
Sorghum 14 16 4.2 4.5 5.4 45
Roots and nubers 52 39 5.0 4.3 3.6 8.0
Potatoes 2.1 1.3 1.2 11
Cassava 2.3 16 3.1 2.8
Sugar-crops 7.4 74 5.9 6.2 26.7 7.0
Sugar cane 72 73 5.8 6.2 28.7 7.0
Dry legumes 3.1 2.4 87 8.4 1.1 0.6
Beans 2.7 21 7.6 7.2 10
Qifseeds 2.9 6.9 7.3 15.8 24.8 1.0
Soya beans 0.8 45 19 106 21.8
Green vegetables 4.3 4.6 12 1.2 20 0.9
Friits 5.1 9.3 2.2 LS 79 13.9
Bananas 35 3.2 1.4 1.2 35 3.0
Citrus truits 17 2.4 .. 35 3.1
Beverages and tobacce 8.3 7.7 8.0 7.3 3.2 10.1
Cocoa 0.7 08 1.2 L1 02
Coffee 6.5 5.7 6.2 56 14 9.6
Tohacco 0.9 1.1 0.6 0.6
Ruw cotton 4.1 3.5 51 4.5 449 39.6
Total crops 62.7 61.7 100.0 1060.0 100.0 100
II. LIVESTOCK PRODUCTS

Meat ' 23.1 23.7
Beef 14.7 13.3
Pork 3.9 4.0
Poultry 3.5 59
Other 14.2 146
Milk 2.1 9.0
Eggs 4.1 4.8
Total livestock production 37.3 38.3
Tonal production 100.0 106.0

Source: Prepared by the CEPAL/FAQ Joint Agriculture Division on the basis of FAQ figures.

Cuba and Uruguay are the countries in which
production of phosphatic fertilizers has in-
creased the most.

Consumption of pesticides rose from 77
million tons of active ingredient to 136 million
tons, equivalent to an annual rate of increase of

8.4%. Insecticides represent 49% of pesticide
consumption, fungicides 24%, and herbicides
the remaining 27%. Herbicides and insec-
ticides have expanded at a faster annual rate
{13.9% and 9.1%, respectively) than fungicides
{8%). The regional average volume of pesti-
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cides applied per hectare is four times greater
in the case of cotton than in the case of fruits,
coffee, potatoes and sugar cane, these being
followed in order of importance by tobacco,
green vegetables, sorghum, maize, rice and
wheat (see table 3).

With regard to agricultural machinery in
service, the number of tractors has risen from
613 000 to 852 000: an annual growth rate of
4,8%. Brazil, Venezuela, Ecuador, Honduras
and Bolivia have raised their number of tractors
by over 70%: Mexico and Panama by 60%:;
while the remaining countries have increased

their stock of tractors by 20% to 50%. The aver-
age number of hectares harvested by each
tractor in the region has dropped from 137 to
113. Mechanization has been a major compo-
nent of the process of expanding the area
cultivated.

The number of combine-harvesters has
risen from 95 000 to 117 000, representing an
annual increase of 3.1%. In Venezuela, Guate-
mala, Ecuador and Mexico the number of this
type of machine rose by over 50%; while it
would appear that in Argentina and Brazil the
increase was around 30%.

I1I

Agriculture and the external sector

There has been no substantial change in the
characteristics of concentration, dependence
and vulnerability of Latin American exports. A
limited rangé of products is exported to a small
number of import markets with well-defined
seasonal requirements, particularly in the case
of fruits and vegetables. The combination of
these two situations curbs the region’s export
dynamism and forms an obstacle to the reduc-
tion of the risks inherent in fluctuations in the
volume and prices of the products exported.
The external demand which Latin America has
to try to satisfy is not stable, since it is de-
termined by economic fluctuations in the
principa! importing countries. This is so
particularly in the case of coffee, bunanas and
sugar, of which Latin America contributes a
major proportion of the world supply. As a re-
sult, the instability of revenue from agricultur-
al exports continues to have a harmful effect
on Latin American agricultural and global de-
velopment.

L. Exports

In the 1970s, Latin American agricultural ex-
port volume rose at an annual rate of approxi-
mately 2.8% (between 1950 and 1972 it rose at
an annual rate of 2.9%), whereas the annual
world rate was almost 5% in the decade under

consideration. The Latin American share of
world agricultural exports, which had been
dropping in preceding decades, remained rela-
tively constant at approximately 12%, since the
rate of increase of African exports dropped and
sales of products from the Middle East
stagnated, There were changes in the composi-
tion and level of diversification of Latin Ameri-
can exports, and a greater degree of efficiency
was achieved in the production process, which
put the region in a better position to compete in
international markets.

Table 4 sets forth the changes that took
place in the proportion of the Latin American
countries’ total production accounted for by ex-
ports. This proportion dropped from 18.4% to
17.1% between 1970 and 1980. Exports of
oilseeds, wheat, tobacco, tea, citrus fruits and
apples expanded most rapidly. In the three-
yvear period 1978-1980 the Latin American
countries exported more than 50% of their pro-
duction of tea, coffee and cocoa; less than 50%
of their output of cotton fibre and soya beans;
less than 40% in the case of sorghum, sugar,
other oilseeds, tobacco and apples; and under
30% of total output in the case of wheat and
banana exports. There has been a considerable
increase in exports of dry legumes, largely as a
result of intra-regional sales,

The changes referred to indicate, on the
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Table 4
LATIN AMERICA: CHANGES IN THE PROPORTION OF PRODUCTION EXPORTED
AND IN THE IMFORTED PROPORTION OF APPARENT CONSUMPTION®
(Perceniages)
Exported proportion Imported proportion

1969— 1978- 1969— 1978—

1971 1980 1971 1980

Wheat 18.1 276 392 478
Rice 3.7 9.6 3.9 47
Maize 18.1 15.2 3.3 10,7
Sorghum 269 371 39 18.9
Roots and tubers 0.1 02 0.4 0.5
Sugar 404 35.9 1.7 3.2
Dry legumes 24 87 4.3 7.0
Qilseeds and vegetable oils 23.5 8.8 17.6 22.1
Soya beans 145 45.1 29.9 25.7
Creen vegetables 4.1 4.2 0.8 0.7
Fruits 14.6 129 4.0 42
‘Bananas and plantains 23.5 22.1 1.7 14
Citrus fruits 2.2 24 0.1 0.2
Apples 28.2 316 20.5 18.7
Beverages and tobacco 70.8 57.0 16.5 9.4
Cocoa 73.6 53.0 24.4 43
Coftee 77.1 61.6 83 49
Tea 67.7 79.8 59.3 625
Tobacco 27.8 34.5 37 33
Cotton (fibre) 60.1 45.0 110 77
Beef 9.5 6.9 09 19
Lamb and goat meat 9.6 8.9 34 20
Pork 02 04 0.5 046
Poultry 0.02 2.3 2.0 3.1
Eggs 02 0.1 0.2 0.6
Dairy products 04 1.1 8.6 10.7
Totai 184 17.1 9.7 2.8

Annual increment

1977-1980/1969-1971 = 2.8  1977-1880/1968-1971 = 8.0

Saurce: Prepared by the CEPAL{FAO Joint Agriculture Division, on the basis of FAOQ figures,

"The guantities exported were assessed und aggregated at 19691971 produeer prices, The imported guantities were

assessed and aggregated at CIF prices.

one hand, that in the case of traditional crops
the share of total production exported has fal-
len, as in the case of coffee, cocoa, cotton, sugar,
maize and beef, for which the domestic market
is becoming inecreasingly important. 1n con-
trast, the exported proportion of other crops
{wheat, oilseeds, sorghum, apples, tea, tobacco
and poultry meat) has risen, which would ap-
pear to be an indication of a greater degree of
diversification of exports and, therefore, of a

greater link between national agriculture and
external agricultural markets, This greater link
constitutes an important part of the growing
interdependence among nations.

Nine products {coffee, sugar, sova beans,
oilseed meal and oil-cake, cotton, cocoa,
bananas, beef and live cattle, maize and wheat,
in order of importance) accounted for 80% of
agricultural exports in the early 1980s. Despite
the level of diversification of exports achieved,
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58% of national revenue from agricultural ex-
ports came from three products —cotfee, sugar
and oilseeds, including oilseed derivatives.

Exports continue to be destined basically
for the developed countries: approximately
T5% go to the United States, the EEC and other
industrialized countries, 15% to developing
countries and countries with centrally planned
economies, and the remaining 10% is made up
by intra-regional trade.

2. Imports

The volume of agricultural products imported
by the Latin American countries increased at
an annual rate of 8% in the 1970s (5.3% annu-
ally between 1963 and 1976 and 10% between
1975 and 1980). The acceleration in the rate of
increase was due to a higher volume of pur-
chases of wheat, maize, sorghum, vegetable
oils, dairy products, beans and sugar,

Table 4 shows the changes recorded in the
past decade in the proportion of imports with
respect to apparent consumption, Wheat is by
far the most important imported product, fol-
lowed by oilseeds, cereals for animal feedstutts
(maize and sorghum), dairy products, meat, cof-
fee, sugar, legumes, fruits and cocoa.

Agricultural imports represent 12% of re-
gional supply. One-third of the agricultural
products imported by the Latin American
countries come from the region itself, but
sqmewhat over 60% come from developed
countries: a state of dependence that is further
aggravated by the fact that the products in ques-
tion are handled by a small number of large
export enterprises, with the result that supply
is concentrated, particularly in the case of
cereals,

The extent to which the individual
countries depend on imports in order to meet
their domestic requirements varies widely, Ar-
gentina, Brazil, Colombia, Guatemala, Nicara-
gua, Paraguay and Uruguay import under 5% of
their domestic supplies, while Ecunador, El

Salvador, Haiti, Bolivia, Costa Rica, Honduras,
Mexico and Panama are close to the regional
average of 10%. The figure is between 20% and
30% in the case of Cuba, Chile and Jamaica,
while it rises to almost 50% in the case of
Trinidad and Tobhago and Barbados, and
reaches almost 75% in the case of Grenada.

3. The agricultural trade balance

The value in current dollars of the Latin Ameri-
can countries’ agricultural exports is estimated
to have risen from US$ 6.8 billion to US$ 23.1
billion between 1969/1971 and 1977/1979.
Over the same period the value of imports
would appearto have risen from US$ 1.7 billion
to US§ 6.7 billion, so that the balance in the
region’s favour rose from US$ 5.1 billion to
US$ 16.4 billion,

The ALADI countries account for two-
thirds of this favourable balance; the Andean
countries” agricultural trade balance continues
to be favourable, although to a decreasing
extent, The CACM counivies have an in-
creasingly favourable balance, whereas the
CARICOM countries face successive deficits
in their external agricultural trade halance.

Table 4 shows trends in, and the scale of,
the principal exportable surplus products and
the deficit products that give rise to the greatest
volume of imports. In addition, it illustrates the
parallel flows in the case of a number of pro-
ducts entering and leaving the region in the
form of exports and imports by the various
countries, constituting a major point of con-
vergence for a greater volume of interregional
trade.

It is worth stressing the gradual increase in
the trend towards deficits in the case of pro-
ducts which may be described as critical
(wheat, oilseeds, secondary cereals, dairy pro-
ducts and meat). Here, the region could in-
crease its degree of self-sufliciency through a
drastic reorganization of its production and
trade.
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Development of productive forces

Major changes took place in the agricultural
productive forces in the course of the 1970s,
Some changes were obvious, but others were
concealed by the agricultural sector’s char-
acteristics, while still others went unnoticed
because they were blurred by sectoral-level
production behaviour. Perception, although
sometimes incompliete, of the changes in
question makes it possible, on the one hand,
to see how differentiation of production and
social difierentiation among the economic
agents directly involved in the production pro-
cess has gradually become more marked.

. As is well known, Latin American ag-
ricultural production forces {in other words, the
agrarian structure) are disparate, this being a
tundamental and decisive characteristic of the
way in which the region’s agriculture func-
tions. The profound and varied disparities
within the sector determine the way in which it
operates and give diversity to the economic,
social and political processes that occur in
agriculture.

In order to simplify the analysis, attention
is focused on the two most important segments:
the entrepreneurs and the peasantry. The pro-
cesses relating to agrarian reform and other ac-
tion aimed at redistributing land and water
have had an impact on the clear process of de-
concentration.of land ownership and the conse-
quent expansion of the intermediate segment,
which is reflected in the increased number of
small to medium-sized economic units. The
importance and functional character of this in-
termediate group is increasing within the over-
all context of farmers in general.

The entrepreneurial segment covers those
forms of agriculture that are normally iden-
tified as modern commenrcial agriculture, plan-
tations and large farms; in other words, cap-
italist forms that have reached varying levels
of development with regard to the way in
which they are organized and the technical
level of their operational machinery.

The peasant segment also covers ex-

tremely diverse production situations, such as
well-to-do small farmers, small producers of a
family nature, poor peasant farmers in long-
standing agricultural areas, settlers in areas
where the agricultural frontier is expanding,
share-croppers and others. Features shared by
all these types of farmers are the use of family
labour and the small size of their economic
units.

1. The entrepreneurial segment

Latin American agricultural entrepreneurs
are a continuing class characterized by clear
differences throughout the history of each
country. Although they are not a new phenom-
enon, they are diflerent from the entrepreneurs
of earlier years. In addition to the normal
changes that take place as a result of the pas-
sage of time there are new characteristics, par-
ticularly in the case of the most advanced
entrepreneurs, relating to their greater degree
of homogeneity as a production sector; the
medium to large economic scale of their enter-
prises and of the extent to which they control
production resources; the size of their capital
and composition of their investment; the com-
plexity and even saophistication of the techno-
logical systems they adopt; the level of spe-
cialization regarding the lines of production
in which they engage; the level of efficiency
introduced with regard to the technical and
administrative organization of their production
activity; their methods of handling labour in
order o avoid social conflicts; the profusion of
interrelationships with non-agricultural sec-
tors, particularly the financial, industrial and
commercial sectors, and with the communica-
tions media; and, lastly, the strengthening of
the relations linking them to groups close to the
centres of power and decision-making, with a
view to maintaining a vigilant presence in the
official circles responsible for agricultural and
rural development.

They are selective as regards the location
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of their land, both in terms of natural fertility
and favourable topography, and as regards
market proximity. The technological patterns
adopted have led them to carry out an internal
social restructuring of their production units:
they require small numbers of skilled workers,
who are complemented by unskilled, prefer-
ably temporary, labour. They have succeeded
in obtaining commitments from the State when
it adopts various policy measures concerning,
inter alia, issues relating to foreign exchange,
external trade, credit, market regulation, the
cost of money, wages and regulations govern-
ing the hiring of labour, which have strength-
ened their position.

An indirect way of assessing the develop-
ment of the modern entrepreneurial segment is
to consider the level of capital formation in
agriculture and the degree of accentuation, or

change, if any, in the pattern of mechanization
adopted earlier.

As a way of endeavouring to make an ap-
proximate analysis of the scale and composition
of investment being made by the entrepre-
neurial sector, a situation illustrating the
average regional expenditure of medium and
large-scale mixed farms {crops and livestock)
has been established on the basis of national
agriculture censuses and additional data avail-
able in the case of a number of countries.

Table 5 shows the changes estimated to
have taken place in the past two decades in the
breakdown of total expenditure, and illustrates
the trends resulting from the changes in ques-
tion. Firstly, the proportion of expenditure
destined for investment would appear to have
grown more rapidly than the proportion de-
voted to operational costs, rising from one-fifth

Table 5

LATIN AMERICA: CHANGES IN THE BREAKDOWN QF EXPENDITURE OF MEDIUM AND
LARGE-SIZED CROP-RAISING AND LIVESTOCK-RAISING FARMS, 1960-1980
{Percentages)

Rates of increment of

Breakdown of expenditure expenditure
1960- 1970-
1860 1970 1980 1970 1980
L. Capital expenditire

Buildings, irvigation works

and soil preparation 54 6.3 6.7 46 5.0
Plantations, market gardens and vineyards 2.6 2.9 30 4.2 5.2
Machinery, equipment, implements, :

means of transport 6.2 8.2 114 6.5 7.9
Breeding livestock and draught animals 6.8 5.6 49 2.3 29
Subtotal 210 23.0 26.0 4.5 3.7

El. Operating costs

Wages 316 24.6 18.1 1.0 1.2
Seeds, fertilizers, pesticides 194 216 230 47 5.1
Fuels, lubricants and

hire of machinery 5.1 7.1 9.5 7.0 7.5
Leasing of land, water and

working animals 3.3 3.9 3.8 5.3 42
Animal feedstuffs, vaceinations and

medicines 12.8 13.1 13.0 3.8 4.4
Interest and other financial costs 3.8 3.8 3.5 3.6 38
Other expenditure 3.0 a2 3.1 3.2 4.2
Subtotal 790 770 74.0 3.2 4.0
Total 100,0 100.0 106.0 3.5 4.4

Source: Prepared on the basis of national agricultural censuses, plus additional data for a number of countries,
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to a quarter of total expenditure. The resulting
increase coincides with the qualitative indica-
tors pointing towards accelerated capital
formation on medium and large-scale farms. As
regards operational costs, for their part, those
relating to seeds, fertilizers, pesticides and
fuels would appear to have risen more rapidly
than the rest, which is in keeping with the
higher level of acquisition and utilization of
machinery, equipment, implements and means
of transport. In other words, expenditure on
capital formation and operational expenditure
has been heavily influenced by, and associated
with, the adoption of mechanical, chemical and
biological innovations.

In the 1960s the purchase of machinery
and equipment, the construction of buildings
and preparation of land would appear to have
represented approximately 55% of capital for-
mation, and this proportion is estimated to have
risen to 63% in the early 1970s and to 70% in the
early 1980s. The most marked and obvious
change has therefore been the increase in
mechanization, in terms of incorporation of
machinery, equipment and installations, and
means of transpoit, which is a form of growth
that has called for the constuction of ap-
propriate buildings and facilitated the execu-
tion of new and more complex territorial im-
provements and irrigation projects. There was
evidence in the 1960s of a renewed emphasis
on investment to render the agricultural
production process more technical, in response
to three groups of policy measures: (i) those
relating to the reduction in the cost of capital
through credit at highly subsidized. rates of
interest, preferential tariff cuts applicable to
imports of machinery and agro-chemical
inputs, or their sale by the State at subsidized
prices; (ii} the construction, extension and
diversification of the extrapredial infrastruc-
ture; and (iii) technical assistance programmes
for production, domestic marketing and the ex-
port trade, and the promotion of certain crops
regarded as being of particular importance for
developing agro-industry and expanding the
agricultural frontier.

In these circumstances, the process of
capital formation in agriculture has been
promoted by the expansion of market§ and
facilities for access to them; by the price levels

of products and factors of production; by the
physical infrastructure available or the certain-
ty of its expansion within set periods of time; by
the availability of technical innovations and the
breadth of dissemination of their results in the
agronomic and economic spheres; by the avail-
ability of soft loans; by lower prices for capital
goods and inputs for the agricultural produc-
tion process; by progress in the linkage of agri-
culture with industry and with trade in agricul-
tural products; and by the availability of ideas
and studies regarding agricultural projects and
their subsequent adaptation to governmental
criteria for the selective promotion of lines of
production. Conversely, unclear or unfavour-
able situations with regard to these driving
forces have aggravated the restrictions under
which agricultural production activities are
carried out,

The agricultural entrepreneurs that make
up this production sector invest in accordance
with the returns they anticipate. They there-
fore display sensitive and selective economic
behaviour with regard to policy measures and
machinery adopted precisely in order to pre-
vent the deterioration of agricultural profit-
ability. The dynamism of these entrepreneurs,
as reflected in production and in the technical
sphere, is obvious, above all in the most devel-
oped agricultural areas and in the mast profit-
able branches of production. They possess
knowledge and resources of their own which
enable them to exploit the favourable condi-
tions created by the State for carrying out
investment in agriculture and for making
rational and rapid use of bio-chemical and
mechanical technology that has been tested
and is ready to be utilized.

At the beginning of the 1960s the opera-
tional costs associated with the process of
rendering agriculture more technical, such as
improved seeds, fertilizers, pesticides, con-
centrated teedstufis for cattle, vaceinations and
medicines, fuels, lubricants and the hire of
machinery are estimated to have represented
31% of total costs: a figure estimated to have
risen to 37% in 1970 and 44% in 1980, As the
pattern of rendering the production process
more technical became more pronounced there
was a consequent reduction in wage costs,
which are estimated to have dropped from 32%
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to 18% over the course of the twenty years
under consideration. It should be noted that in
the 1970s wages rose more rapidly than in the
preceding decade, but owing to the marked
ditference in the rate of growth attained by the
remaining types of operational costs, their
share dropped considerably.

The aim of investment in agriculture by
the State has generally been to promote, orient
and facilitate private investment, and it has had
a decisive and active impact on the behaviour
and composition of production, although it has
not in itself generated greater harvests. Esti-
mates by the International Food Policy Re-
search Institute (IFPRD% indicate that ap-
proximately 10% of the growth in Latin Ameri-
can agricultural production recorded between
1950 and 1978 resulted from the impact of
stimuli of various types generated by public
investment in agriculure. Public investment
has been concentrated simultaneocusly and
consistently on irrigation projects, soil up-

grading, improvement of agricultural storage |

and marketing facilities, and the acquisition of
the machinery and equipment required by re-
search and technical assistance departments,
It has been incorporated into State program-
mes to promote production, as well as into
programmes relating to agrarian reform and
settlement, training, research and extension
and formation of co-operatives.

The level and breakdown of investment
and, in general, of private expenditure in
agriculture has been influenced by the leve] of
inflation with which national economies have
had to cope. In cases where interest rates are
negative or substantially lower than those
prevailing on the market inflation usually
prompts the purchase in bulk of machinery and
equipment and the construction of buildings
that would otherwise not have been purchased
or constructed so scon. It has been maintained
that the current cost of investment must be
advantageous as compared with the future,
untdoubtedly higher, cost, and this has resulted

ISIFPRI, Government expenditives in agrivufture in Latin
Anterica, Research Report No. 24, Victor Elias, May 1941,

YPublic investment in agriculture has represented
approximately 5% of total public investinent; this ligure is
in keeping with the analyses carried out by the CEPALY
FAQ Joint Agriculture Division and by IFPRL

in speculative investment. Thus, demand for
tractors and agricultural equipment rose, and,
as a result, mechanical labour capacity in-
creased, which in turn led to the expansion of
the proportion of land under cultivation with
respect to the total land held by agricultural
entrepreneurs and to the acquisition, by
various means, of further tracts of iand to absorb
this excess mechanical capacity, sometimes at
the expense of peasant agricultural land or, in
other cases, as a result of the integration of new
land into the production process.

Greater use of more costly technical inputs
and agricultural equipment has led to greater
credit requirements. It has been noted that the
amount of agricultural credit has risen substan-
tially in absolute terms.® In a number of coun-
tries agricultural credit is five times greater than
it was in the early 1980s; in other countries,
although growth has not been so spectacular,
such eredit has at least doubled. If the coefti-
cient indicating the ratio between the level of
agricultural credit and the regional product
generated by the agricultural sector is con-
sidered, it may be noted that the former has
risen steadily, increasing from approximately
35% in 1965 to 40% in 1970, and exceeding 60%
in the early 1980s.

Moreover, available information indicates
that in certain countries the ratio between agri-
cuitural credit and total credit has risen,
although it would appear that in other countries
this ratio has remained stable and that in still
others it has fallen. As far as the regional
average is concerned, it i3 estimated that the
ratio in question was around 13% in 1965, and
after rising to 16% in 1970 it has been close to
20% in recent years. This means that allocation
of resources to agriculture has been expanding
moderately through institutional eredit.

The accentuation of the more costly pat-
tern of adoption of technical advances and the
greater credit requirements have resulted inan
increase in the debtfrevenue ratio of medium
and, in particular, large-scale agricultural
enterprises, Servicing this debt is having an
impact on the financial situation of enterprises

071.C. Abbot, “Agricultural Credit Institutions in Asia
and Latin America”, in Monthly Bullerin of Agricultural Eco-
nomics and Statistics, FAO, Rome, Vol, 22, No. 12, 1974,
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and may have led to the deterioration of the
cost/benefit ratio, with the result that farmers’
net income may have dropped in real, and in
certain cases, nominal, terms. These circum-
stances have forced farmers to make intensive
efforts to reschedule their debt and have led to
an increase in their cash requirements in order
to cover cash movements, which could depress
the level of future investment. All this has
generated greater pressures for substantial
increases in the volume of agricultural credit,
and this has occurred at the same time as
a greater demand for loans financed from
resources from widely varying sources, particu-
larly non-agricultural and overseas sources,
resulting in the extension and further ramifica-
tion of agricultural financia! markets.

This latter factor is resulting in the initia-
tion of a trend towards the increasing establish-
ment of limited companies to own agricultural
enterprises, with a corresponding gradual
decrease in agricultural property held by indi-
viduals. Moreover, in agriculture there has
been expansion and diversification of the
mosaic of interests of non-agricultural groups;
urban, industrial, trade and financial interest
groups are advocating, calling and pressing for
changes in certain policy measures and instru-
ments, thus opposing and/or reducing the
influence of agricultural groups proper on the
most important decisions relating to national
agricultural policies.

2. Peasant agricuiture

The significance and importance of peasant
agriculture as a force in agricultural production
are beyond question. Various case studies,
some of them completed and others still under
way, explain the dynamics of its operation and
show how it is articulated within the accumula-
tion moclel of the overail economic system. !
The hallmark of peasant agriculture is that
its economic activity is basically aimed at
keeping family income at a level which will
allow for the reproduction of its labour force
and the replacement of farm tools and equip-
ment. Labour performed by the family consti-

21FAQ), Agrioufiure roward 206): Latin America’s problems
and aptions, Rome, February 1981,

tutes the organizational hase for the productive
work, through which the simple or extended
reproduction of the family unit is sought.22

The pattern followed by peasant agricul-
ture gver the past decade has thrown light on its
capacity to change to withstand the individual
or combined impact of phenomena and pro-
cesses of various kinds and intensities. In this
connexion, attention should be drawn to
population dynamics and migratory move-
ments; the interaction of urban life with rural
lite, which has increased to such a degree that it
has modified the aspirations, economic activity
and social relations of peasant farmers; the
progress achieved with regard to physical
integration and development of the cor-
responding infrastructure, which have facili-
tated interchange and shifts and made it pos-
sible for peasant agriculture to function in
larger spaces and view its own possibilities and
difficulties in a new perspective; the expansion
and organization of markets, which has affected
traditional lines of production, stimulated new
ones and altered, sometimes dramatically, the
peasant’s productive and commercial links;
and, finally, the government interventions
designed to change agrarian structures through
processes of land reform and the action taken
by State agricultural support services, which,
in one way or another, have brought about
changes in peasant agriculture.

Technological change reserves special
mention. In spite of the difliculties due to the
characteristics of the technological packages
offered by the markets or promoted by public
policies, which are not the most appropriate in
terms of the conditions and needs of peasant
agriculture, some of the components of those
packages have been used selectively by the
peasantry, which employs one or more technol-
ogical inputs, thus establishing, on the basis of
their own experience, simple technological
packages adapted to their economic and ecol-
ogical conditions. There is ample evidence that
this is true, thus disproving the assumption that
the peasantry is indifferent to the adoption of
new technologies; what happens is that those

#See the studies on peasant agriculture presented in
this issue of the CEPAL Review, especially those by E. Or-
tega, R. Brignol and J. Crispi, and K. Heynig.
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developed have been limited by comparisan
with the supply available to the entrepre-
neurial sectar,

Table 6 represents an attempt to estimate

the dimensions of peasant agriculture. Despite

the statistical weaknesses of the basic data on
which this table is based, the results abtained
concur with qualitative appraisals contained in
many country studies and reports.

On the basis of the national agricultural
censuses, it has been estimated that in Latin
America at the beginning of the 1980s, nearly
tour-fifths of the economic units in the agricul-
tural sector corresponded to small holdings and
covered approximately one-fifth of the land as-
sociated with all such economic units; in terms
of land under cultivation, they are estimated to
account for slightly more than one third of the
total number of holdings, representing over
two-fifths of the total area harvested. The
contribution of their production to domestic

consumption is significant; it is estimated to
amount to two-fitths of the total produced for
that purpose and to one third of the production
for export. Their production is of fundamental
importance in the supply of mass consumption
products such as beans, potatoes and maize.
Their contribution to the production of coftee
and rice is by no means insignificant and they
provide over two-thirds of the pork produced.
The production of small family-eperated
farms, which are units of small economic scale,
is often overshadowed by the marked advances
in the production of entrepreneurial agricul-
ture, to the point where their share in the func-
tioning and dynamics of the sector as such is
often completely overlooked, The increasing
monetarization of small producers is, however,
well enough documented in almost all the
countries of the region, as are the ramifications
of their ties with farm markets, On the other
hand, there is also evidence that the differenti-

Table 6

LATIN AMERICA: PROVISIONAL ESTIMATES OF DIMENSIONS OF ENTREPRENEURIAL
AND SMALL-PRODUCER AGRICULTURE AT THE BEGINNING OF THE 1980s

{Percentages)

Indicators Entrepreneurial Small
agriculture producer®
Number of economic units 22 78
Total area covered by the units 82 18
Cultivable area covered by the units 63 37
Area utilized by the units® 56 44
Production for domestic consumption 54 41
Production for export 68 32
Production of permanent crops 39 41
Production of short-cvcle craps 47 53
Production of maize 49 51
Production of beans 23 77
Production of potatoes 39 61
Production of rice 68 32
Production of coffee 59 41
Production of sugar cane 79 21
Number of cattle 76 24
Number of pigs 22 78

Source: Prepared on the basis of national agricultural census data.

%The “small producer’ columm covers family-type units. Ta differentiate between them and the entrepreneurial units,
criteria of size were used, The percentages provide some indication as to what happens in rural agriculture, but they do
not show its real dimensions or the contribution made by it in its strict sense.

YIncludes area used for crops; does not include pastureland.
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ation of production between the entrepre-
neurial and peasant sectors is partly responsi-
ble for the increase, inequality of income distri-
bution within the agricultural sector. This, in
turn, is connected with what is happening in
the overall economic system,

According to CEPAL, recent calculations
conceming seven countries (Argentina, Brazil,
Chile, Colombia, Mexico, Peru and Venezuela)
which together account for nearly 80% of the
population and slightly more than 90% of the
product of Latin America indicate that in 1975
the richest 10% of the households received
slightly more than 47% of the total income,
while the poorest 40% did not even receive 8%
of the total. The high degree of inequality be-
comes even more evident when the average
income of the two groups is compared; that
same year the income of the wealthy section of
the population amounted to over 24 times that
of the poor section®

These calculations indicate that between
1960 and 1975 the inequality was by no means
attenuated but instead worsened, in that the
income of the poorest 40% dropped slightly
while the share of the richest 10% rose {also
slightly), as did that of the 20% of the house-
holds in the bracket immediately below the
top.

According to FAQ, in 1973 some 85 million
persons —70% of the Latin American farm pop-
ulation--- were living in bare subsistence con-
ditions. Of this number, some 45 million were
wage-earning farm workers and some 40 mil-
lion were smallholders. They received about
35% of total agricultural income, with an esti-
mated per capita income of US$ 115 at 1970
prices, Medium-sized farmers represented
28% of the agricultural population and ob-
tained 43% of total farm income. Large land-
owners (2% of the farm population) accounted
for 22% of the income, with an average per
capita income of US$ 2 560 at 1970 prices; 47%
of the land under cultivation was in their hands,
while the peasant farmers possessed only

2.5%.4

2CEPAL, Latin American development in the 1980s,
E/CEPAL/G. 1150, February 1081,

24FAOQ, Review and analvsis of agrarian reform and rural
development in develaping couniries since the mid-1960s, World

In its report for 1971 —ten years after the
Punta del Este Meeting— the FAO Special
Committee on Agrarian Reform came to the
conclusion that in Latin America the expro-
priation of land had extended to barely 13% of
the land which was potentially liable for expro-
priation and that only 22% of the possible ben-
eficiaries had been brought into agrarian re-
form programmes and activities. This situation
seems to have lasted until the end of the 1970s,
Some countries promoted agrarian reform ac-
tivities which modified —substantially in some
cases, such as Peru— the previous system of
land tenure. The results of the agrarian reform
programmes and activities undertaken in Latin
America have not been evaluated since then,
and the contradictory arguments and value
judgements espressed and contained in various
publications revive the old questions on this
point,

The increase in agricultural production
did not succeed in alleviating poverty. Very
little progress has been made towards solving
the problems of hundreds of thousands of pea-
sant smallholders and landless labourers.
There are indications that the absolute number
of persons subsisting in the countryside in pre-
carious and even miserabie living conditions
has continued to increase as the farm popula-
tion has grown, despite the intense migration to
the cities and the larger dimensions assumed by
the regional agricultural economy. The sponta-
neous division of land, caused by many factors,
has notably increased the number of small and
sometimes excessively tiny agricultural units,
so that the situation can be expected to grow
worse in the future,

The style of development in general and of
agricultural development in particular has not
made it possible for job opportunities and in-
come to be distributed more appropriately. The
old problems related to land tenure and the
new ones resulting from the concentration not
only of land but basically also of capital, pro-
duction and income which characterize the mo-
dernization of agriculture may be aggravating
the position of the rural population in terms of

Conference on Agrarian Reform and Rural Development
(CMRADR/INF.3}, Rome, July 1679.
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employment and income; atall events, no posi-
tive changes are to be glimpsed.

There are doubts as to the eflects of the
expansion of entrepreneurial agriculture on
employment and the nature of employment,
The question of whether the total number of
work days increases or decreases as modern
technological patterns are adopted has long
been under discussion. Although this matter
has not been adequately appraised, what does
seem clear is that the nature of employment has
tended to change with the adoption of capital-
intensive technologies; this change is reflected
in a reduction in the number of warkers with
permanent jobs and an increase in the tempo-
rary hiring of manpower for some jobs which
are not easily mechanized; this temporary la-
bour comes from the minifundios or neighbour-
ing small towns and even includes migrants
from the cities.

According to PREALC. in 1980 close to
35% of the regional farm labour force worked in
entrepreneurial agriculture (which includes
both modern entrepreneurs and those associ-
ated with traditional forms of farming), while
the remaining 65% was engaged in peasant

agriculture. It was estimated that in Bolivia en-

trepreneurial agriculture employed less than
10% of the labour force, while the correspond-
ing figure fluctuated between 20% and 30% in
Brazil, Ecuador, Panama, Pern and Venezuela;
was 40% in Guatemala and between 40% and
50% in Colombia, El Salvador and Mexico, and
exceeded 50% in Argentina, Costa Rica, Chile
and Uruguay. According to the same source,
the farm labour force was declining in absolute
terms in Argentina and Urigunay, was showing
virtually no growth in Chile and Venezuela,
was rising less than the regional average (0.9%
a year) in Bolivia, Mexico and Peru but was still
showing substantial growth in Guatemala and
El Salvador.

The shrinkage of the share of the regional
tarm labour force in the total labour force (it
dropped from 42.1% to 35.6% between 1970
and 1980) means that there is a constant shift to

2 Regional Emuployment Programme for Lutin America
and the Caribbean, PREALC, £l subempieo en América Lating,
Evolucton histirica y requerimientos futeros, Santiago, April
1981,

the big cities of some of the social problems
inherent in rural poverty. According to
CEPAL,? the industrial sector (including man-
ufacturing, canstruction, electricity and trans-
port) employed 22% of the economically active
population in 1950 and 27% in 1980, The in-
dustrial labour force grew at the rate of 2.7%
between 1950 and 1970 and at the rate of 3.8%
between 1970 and 1980, If the large number of
indirect etfects exerted by industry on the other
economic activities are taken into consider-
ation, then industrialization aftected aver 35%
of the labour force in 1950, a figure which
climbed to 47% by 1980. In other words, nearly
half of regional employment is related to the
process of industrialization of the national
economies,

3. The work of the State

The development ot the forces of agricultural
productions has been influenced by the expan-
sion of the markets {product, factor and tech-
nology markets) with which these forces are
linked, by the degree of openness to the ex-
terior of the national economies (in the econ-
omie, technical and financial realms), by the
direction and intensity of the flows of resources
transferred intersectorally, and by State action.
If we focus our attention on the latter, without
however taking part in the discussion relating
to the degree of efficiency of the State as a
machanism for erganizing agricultural devel-
opment, we can see that the State has played an
important part in the expansion of agricultural
productivity. In recent decades, its responsibil-
ity for and participation in the economic and
social sectors of agriculture has been growing
in most of the countries of the region.

In some countries questions have been
raised concerning the efficiency of the provi-
sion of direct assistance by the State and, as an
alternative, these tasks have been transferred
to the private sector, which has received the
financial support needed to carry them out. In
addition, there has been strong criticism of
State intervention in agricultural markets. At-
tention has been drawn, among other things, to

WCREPAL, Latin Americun development in the 19805,
E/CEPALNG 150, February 1981,
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the arbitrary nature of such intervention, its
high cost and the distortions which have re-
sulted. In contrast, it has been advocated that
the State should withdraw almost completely
from such areas, leaving it to the market forces
to redress and overcome the imbalances be-
tween supply and demand and to attenunate the
price fluctuations. Such adjustments are ex-
pected to make production more efficient and
raise the degree of competitiveness among
producers,

The spheres in which the State has been
participating and which have had repercus-
sions on the development of the forces of pro-
duction are related to the tendency to look at
the development of agriculture within a more
organic framework, involving the formulation
of agricultural development strategies and
plants, and there are few countries which have
not formulated such documents. Despite the
limitations which such plans may have had and
the limited success actually achieved, their for-
mulation has at least made it passible to gain a
better awareness of the resources and their po-
tential, to identify the possibilities and limita-
tions of the available technologies, and to study
the hehaviour of domestic and external mar-
kets, all of which analyses have provided ele-
ments of judgement and made it easier to per-
ceive the conflicts and difficulties of agricul-
ture, as well as its prospects.

Generally speaking, the Latin American
countries have strengthened their ability to
formulate and implement agricultural projects,
both as a result of the initiation of agricultural
planning processes and as a reaction to the re-
quirements and rules laid down by the interna-
tional funding agencies. The State agencies
have made progress in formulating projects in
respect of the development both of the basie
infrastructure which supports and promotes
sectoral production and of individual lines of
production.

The governments have met with varying
degrees of sucess in their efforts at the institu-
tional level, using different legal tormulas
which enabled them to establish agencies for
the basic purpose of making State action at the
rural level more flexible and efficient. Unfort-
nately, such attempts have frequently been
hampered by excessive bureaucracy and too

much con¢entration at operational level, and in
order to avoid such impediments many coun-
tries have created independent agencies or re-
gional development corporations with differ-
ent functions and results.

The bodies responsible for agricultural
research and the financing of sectoral develop-
ment appear to be those which have made the
most progress with regard both to the quality of
their technical cadres and to the simplification
of operational procedures. Nevertheless, they
are still under fire conceming the scope of their
functions and the results obtained, which are
usually biased in favour of the entrepreneurial
sector. There is a notable lack of technologies
geared to the needs and possibilities of peasant
agriculture and incorporating the know-how
and experience which peasants have in respect
of their farm systems, including the way in
which they relate to the ecosystems of which
they are part.

A fourth area in which State action has
acquired greater significance than before is
that of the financing of agricultural activities.
The budgetary formulations have led to a cer-
tain ordering of public expenditure on the basis
of sectoral objectives, even though some rigi-
dities remain between current and capital ex-
penditure. The requirements for keeping the
publie apparatus in expansion come into con-
flict with the need to finance the investments
envisaged in connexion with the activities for
the provision of effective support for pro-
ducers.

Numerous circumstances have made it
appropriate and obligatory for the State to con-
tribute to the national agricultural sector in an
increasingly complex way. These circumstan-
ces have involved both reactions to specific
international economic situations and the
search for ways of exerting an accelerated and
multiple influence on the economic and sacial
development of this vital though backward sec-
tor. The increase in and diversification of State
activity with regard to agriculture {except in
countries which apply policies deliberately
aimed at reducing such activity) has resulted
much more from a pragmatic attitude towards
the solution of specitic problems over a period
of time than from a concrete approach derived
trom agricultural planning. In these conditions
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it has not been easy to anticipate and give con-
tinuity to agricultural policy or to give it an
appropriate place in national development
strategies.

Policy measures and instruments and gov-
ernment action in agriculture have had the fol-
lowing aims (although the order of priority and
emphasis have differed according to the devel-
opment style of each country): (i} to influence
the volume produced, with attention given to
changing situations in domestic and external
markets and to variations in the prices of agri-
cultural commodities and the inputs required
to produce them:; (ii) to increase food supplies
and improve systems for marketing and distri-
buting food among the poorest and most vul-
nerable groups; (iii) to modify the functions of
production and promote technological change;
(iv) to promote or restrict agricultural exports
and imports in a selective manner; (v} to try to
incorporate peasant agriculture more rapidly
into national life, at the social as well as the
economic and political levels; (vi) to facilitate
the physical integration of those geographical
spaces which are least effectively articulated
with the national economy; (vii) to conserve
natural resources and preserve the environment;
and (viii) to produce liquid fuels which can
serve as partial substitutes for petroleum prod-
ucts.

\%

These policy decisions have been re-
flected in the resources allocated, i.e., in the
volume of actual public expenditure and the
dimensions of institutional credit. At different
times, different priorities have been assigned
to each of these areas of government interven-
tion and/or participation. When there have
been indications that national agricultural pro-
duction might be insufficient to make as large a
contribution as usual to the food supply, how-
ever, resources have been mobilized and the
public apparatus has intensified its efforts to
ensure that harvests are increased, generally
not by depriving other economic sectors of allo-
cations but by using those intended for action
of social content in the agricultural sector. It is
difficult to isolate and make a quantitative as-
sessment of the repercussions which each po-
litical decision or each attempt by government to
support and service agriculture has had on pro-
duction and on social matters. Atall events, it is
obvious that they have made some contribution
to the increases in the volume produced; the
changes in priority and emphasis have had a
decided effect on the changes observed in cap-
ital formation at the farm level, on the adoption
of technological changes and on the increased
use of agro-chemical inputs and the accelerated
purchase of machinery and equipment.

The nutritional position and food production

In general, domestic food production con-
tinues to be the main component of national
food suply. National agricultural sectors have
gradually been articulated with and integrated
into the domestic markets, and the features of
these markets have therefore affected them.
One such feature is that the growth of demand
is relatively steady —contrary to what may hap-
pen in international markets— so that price
fluctuations are less intense, and when they
occur they tend to be softened by government
intervention, which has an influence on pro-
duction and tends to make it more organized

and orderly, The evolution of the lines of pro-
duction mainly intended for the domestic mar-
ket has therefore become adjusted to the be-
haviour of domestic demand, which itself is
influenced by the increase in average income
and the progress made in the urbanization
process.

Between 1970 and 1980, per capita food
production in the region grew at a rate of0.9% a
year, while the growth rate for total per capita
agricultural production was 0.8% a year. The
apparent per capita consumption of food,
valued in monetary terms, has grown at the rate
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of 1.1% a year, which is slightly higher than the
growth rate of production and was possible due
to the contribution of imports to the supply.

The total apparent food consumption of the
region, valued in monetary terms, is estimated
to have grown by 3.6% a year during the same
period. The consumption of crop-farming pro-
ducts is estimated to have increased by 3.5% a
vear, while that of livestock products grew by
nearly 4% a year. If apparent consumption is
considered in terms of food energy, it rose by
only 3.2% a year. The different growth rate of
apparent consumption when measured in mon-
etary and caloric terms is due to the different
amounts contributed by livestock products,
which are of high monetary value and low cal-
orie content, although they provide proteins of
high nutritional value,

1. The nutritional position, satisfaction of calorie
reguirements, and diet

In studying the nutritional problems of Latin
America, it is necessary to distinguish be-
tween diseases caused by food deficits and
those caused by too much food. Among those
caused by food deficits, a distinction may be
drawn between those due to specific deficien-
cies —nutritional anemias, endemic goitre, and
vitamin A deficiency— and calorie-protein
malnutrition resulting from undernourishment
and failure to make proper use of food.

Calorie-protein malnutrition mainly af-
fects children under 5 years old; it is estimated
that close to 15% of the region’s childyen suffer
from medium to high-level malnutrition. The
situation by countries and subregions varies:
the most serious problems are found in the
Central American and Caribbean countries,
followed by the Andean countries, During the
1960s, a slight overall improvement in the nu-
tritional state of Latin American children was
observed.

The rise in average income and the in-
creasing availability of food have not been suf-
ficient, however, to offset other factors deter-
mining malnutrition such as defective dietary
habits, deficient health and hygiene condi-
tions, and lack of education in the field of diet
and nutrition. Rural and urban poverty is ac-
companied by the most marked forms of malnu-

trition, and to overcome this it is necessary to
attack the causes of poverty, striking at its very
roots.

By studying the relationship between the
availability of food energy and the recom-
mendations conceming the intake of calories,
or the degree to which calorie requirements are
satisfied, it is possible to see the changes which
have occurred in the course of time in the nutri-
tional position of the population? The most
recent figure for regional average calorie re-
quirement satisfaction stands at 107%.

The levels of calorie requirement satisfac-
tion naturally differ from country to country. It
is well known that within each country various
strata of population with different levels of cal-
orie requirement satisfaction may be distin-
guished. Seven countries —Argentina, Costa
Rica, Cuba, Jamaica, Mexico, Paraguay and
Uruguay— are in the top layer in this respect,
with satisfaction rates higher than 110%, the
highest figures being for Argentina and Para-
guay (127 and 120%, respectively). The second
layer, with satisfaction rates of between 100%
and 110%, is made up of six countries (Brazil,
Chile, Guyana, Nicaragua, Panama and Yene-
zuela), the highest rates being recorded by Chi-
le, Nicaragua and Brazil. The third layer (under
100%}), is made up of the remaining countries,
with Bolivia and Hait at the bottom with levels
of 89% and 90%, respectively. In general, near-
ly all the countries raised their calorie require-
ment satisfaction rates during the 1970s, and
those which were iniatilly in the least favoured
position made the most progress in this regard.

Table 7 shows the increase in per capita
food energy availability in Latin America, by
groups of commodities and for certain com-
modities taken separately. Attention is drawn
to the high increase in the availability of chick-
en meat, followed well behind by the in-
creased availability of oils, sugar, eggs, milk,
green vegetables and fruit. The availability of
rice and beef has grown slightly, but wheat con-
sumption has not increased and that of maize,

27The average recommended calorie intake for Latin
America is 2 400 calories a day; the recommended intake
for Argentina and Uruguay is close to 2 660 calories, while
for some Cenkral American and Caribbean countries it is
only 2 250 calories.
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potatoes, cassava, pulses, mutton and goat meat
has fallen.

The different growth rates of the avail-
ability of food energy have resulted in changes
in the average diet in the region. The increase
in the calorie contribution of sugar is related to
the growing consumption of processed bever-
ages and foods of high cost per unit of food
energy. The growth in the consumption of oils,
chicken meat, eggs and milk points, generally
speaking, to an improvement in the average
diet of the region. The marked decline in the
calorie contribution made by cereals and
pulses may, however, be a matter of concemn
inasmuch as it affects the lower-income sec-
tors. An appropriate combination of cereals

and pulses {two-thirds of the former to one-
third of the latter) provides a balanced intake

Table 7

LATIN AMERICA: GROWTH IN THE
AVAILABILITY OF FOOD ENERGY, BY
INDIVIDUAL PRODUCTS, 1970-1974 TO

1978-1980

{Percentages}

Total  Percapita
annual annual
growth rategrowth rate

1. Wheat 2.3 0.0
2. Rice 3.4 08
3. Maize -1.3 -3.6
4. Roots and tubers -0.2 -a7
5. Centrifugal raw sugar 3.5 29
6. Pulses 0.6 -19
7. Dils 7.1 4.4
8. Green vegetables and
fruit 3.7 12
9. Beef 3.2 a7
10. Pork, 3.5 1.0
mutton and yoat meat 2.7 -5.1
L1, Poultry meat 12,2 9.5
12, Eggs 5,0 24
13. Milk 4.0 14
QOthers 2.9 04
Calorie total 3.4 0.6

Source; Prepared by the CEPAL/FAO Joint Agriculture Di-
vision on the basis of information provided by FAQ
and CELADE (population}.

*Not including fish.

of essential aminoacids whose nutritional
valué is similar to that of proteins of animal
origin, which cost more.

Table 8 makes it possible to assess the
average dietary changes which have occurred.
Calories devoid of or low in proteins have in-
creased, those obtained from a balanced vege-

Table 8

VARIATIONS IN THE COMPOSITION OF THE
CALORIE CONTRIBUTION OF THE
APPARENT PER CAPITA CONSUMETION

OF THE REGION
971-  1978-
1974 1980
[. Food of vegetable origin
L. Empry calories or calories
low in prorein content 33 37
Sugar L7 20
Oils 8 11
Roots and tubers 8 6
2. Bulanced foods of vegetable origin. - 43 38
Wheat 14 13
Rice 10 10
Maize 14 11
Pulses 5 4
3. Foods contuining salts, minerals
and vitamins
Fruits and green vegetables 6 6
Total contribution by food of
veaetable origin 82 81
II. Food of animal origin
1. Beef 4 4
2. Mutton 4 3
3. Pork 1 1
4, Pouliry meat 1 2
5. Eggs 1 1
6. Milk 8 8
Total share of food of animed
origin 16 7
Others® 2 2
Toral 100 fog

Seurce: Prepared by the CEPAL/FAO Joint Agriculture
Division on the basis of FAQ praduction and con-
sumption data and CELADE population data.

ANot including lish.
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table diet haven fallen, the intake of salts,
minerals and vitamins has remained the same,
while the intake of calories of animal origin has
increased slightly. These changes fail to reflect
the deterioration which has taken place in the
nutritional conditions of poor groups, which
have certainly increased their consumption of
empty calories while their consumption of
pulses has fallen more rapidly.

2. Inflation and food prices

One of the most serious problems of interna-
tional scope in recent vears is that of inflation,
and in Latin America the intensity of the in-
flationary phenomenon has been greater than
in the industrialized countries. While con-
sumer prices rose on average by 8.2% annually
between 1969 and 1979 in the OECD member
countries, the average increase in Latin Amer-
ica was 37.0%. There are differences in the
rates of inflation for the two five-year periods.
During the first, the OECD countries had an
average annual inflation of 7.4% while that of
Latin America as a whole was 24.3%; in the
period 1975-1979 on the other hand, the OECD
countries had only slightly higher inflation (9%
annually) whereas Latin America suffered a
substantial increase in its rate of inflation to
51.9% per annum. During the past decade, not
a single Latin American country has had an
annual average rate of less than 5%, whereas
between 1965 and 1970 there were 15 coun-
tries with an inflation rate under that figure.

It is particularly interesting to examine the
relationship between inflation and food price

levels because of the influence which the latter
may have on the generation, intensification or
moderation of the inflationary pressures and
also because the inflationary process influ-
ences the diet of the population and, in partic-
ular, that of the lowest income sectors, which,
as is well known, spend a greater share of their
income on food.

Table 9 shows the relationship between
the increase in the nominal food price index
and the increase in the cost of living. Between
1970 and 1975 food prices rase more rapidly
than the cost of living in 15 of the 16 countries
examined with the highest rates of inflation;
between 1975 and 1979, food prices grew faster
in over half of these countries, while in the
others, the rise in the cost of living was just
barely higher than the rise in food prices. More-
over, the rise in real food prices (over the 1970
level} was more intense during the first five-
year period, except in Argentina. Between
1975 and 1979, real food prices fell in 8 coun-
tries, while in the other countries such prices
were slightly higher than in 1975, In 18 of the
21 countries studied, real food prices were
higher in 1979 than in 1970.

It may be said that, in general, food prices
rise more rapidly than overall inflation when
the inflationary process is gathering momen-
tum, whereas when the process slackens, food
prices increase at slower rates than inflation. As
for real food prices, it may be stated that they
rise in periods of greater inflation. The real
food prices of almost all the countries were
higher in 1980 than in 1970.
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Table 9

LATIN AMERICA: INFLATION AND FOOD PRICES, 1970-1978

Ratio of food Real food price
price index to index
cost of living index 1970 = 100
Countries
1970- 1975

?575 i}g-?g 1975 1979
Argentina 100 101 99.7 103.1
Barbados 115 0.93 111.9 97.8
Bolivia 1.14 0,92 112.2 97.1
Brazil 1.11 L01 109.8 101.1
Chile Lo7 0.95 126.8 91.9
Colombia 1.20 1.00 117.5 100.3
Costa Rica 1.02 119 101.3 1042
Ecuador 1.29 0.99 118.4 99.6
Haiti 1.10 095 106.3 989
Jamaica 1.13 L03 108.6 102.3
Mexico 1.13 0.95 107.4 96.4
Paraguay 1.20 110 110.7 104.7
Peru 117 1.04 110.2 105.8
Dominican Republic 121 0.53 110.3 86.4
Trinidad and Tebago 1.23 0.79 114.0 T0.7
Uruguay L02 1.02 104.2 103.1

Source: CEPAL/FAQ Joint Agriculture Division, on the basis of CEPAL, Sunisiical Yearbook for Latin America, 1979

V1

Agriculture and energy

1. Agriculture as a user of energy

The use of energy by the agricultural sector
may be examined in the light of the contribu-
tion made by human effort, the energy pro-
vided by draught animals, the power generated
by agricultural machinery, the energy incor-
porated in modern inputs (fertilizers and pesti-
cides in particular), and that used in the trans-
portation, processing and distribution of food.
Hf the analysis is concentrated exclusively on
the commercial energy used in the farm pro-
duction process, the provisional finding is that
Latin American agriculture consumes nearly
2% of the region’s total consumption of com-

mercial energy and close to 3% of its consump-
tion of liquid fossil fuels.28

In the course of the process of their manu-
facturing, packaging, transport and distribu-
tion, fertilizers absorb close to 49% of the com-
mercial energy applied to Latin American agri-
culture and pesticides about 3%, the remaining
48% being accounted for by agricultural ma-
chinery. It has been estimated that in the de-
veloped countries the food system absorbs
close to one-fifth of the total commercial ener-
gy, a large portion of it being consumed in the

BBCEPAL, Latin American developmenm in the [980s,
E{CEPAL/{G.1150, February 1981,
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manufacture and distribution of processed
foads, especially in canning, artificial drying,
refrigeration, freezing and the reconstitution of
highly processed concentrates.

The energy component of the regional
consumption of fertilizers rose by 12% per year
between 1969/1970 and 1979/1980, leaping
from 2.4 million to 7.4 million tons of petro-
leum equivalent. If the analysis is focused ex-
clusively on fertilizers produced in Latin
America, the share is considerably lower since
regional production —which is showing a ten-
dency to increase— now accounts for 42% of
the fertilizers used in the region. Among fer-
tilizers, the nitrogenous ones absorb by far the
most energy {82%) owing both to the require-
ments of their manufacturing and distribution
and to their extensive use as fertilizers. They
are followed by phosphate fertilizers (13%),
with potassium fertilizers accounting for the
remaining 5%. In the 1970s, the region’s
farm machinery and equipment consumed a
growing amount of liquid ftossil fuels. Between
1971 and 1976 this consumption grew by 5.2% a
year, a rate which is estimated to have risen to
6.7% a year hetween 1976 and 1980, giving an
average of 6% a year for the decade. This rate,
which is similar to the growth rate of total re-
gional consumption of petroleum and petro-
leum products, reflects an estimated increase
in consumption from 2.1 to 3.5 million tons of
petroleum equivalent,

The information available indicates that
mechanical motive power is used as the ex-
clusive source of power on no more than 10% of
the economic units of the region’s agricultural
sector {covering close to 28% of the area under
cultivation}, while 34% (representing approxi-
mately 52% of the area under cultivation) use a
combination of mechanical power and animal
traction and draught animals are used exclusi-
vely on the remaining 56% of holdings, repre-
senting around 20% of the land area under cul-
tivation. This explains why agriculture in the
region has only about a 3% share in the region’s

29%arld Bank, Energy and agriculttire;: An overview. Alfre-
do Sefir-Younis, August 1981, Document prepared for the
Seminar entitled “Technical change in Latin American
agricniture: Situation and prospects in the 1980s”, organiz-

total consumption of liquid fossil fuels, as al-
ready noted. The indicators on the kinds of
machinery used in cultivation work and on the
characteristics of the process of expansion of
the cultivated area support the assertions that
draught animals and human labour still pre-
dominate in the agricultural production pro-
cess in the region.

Mechanization and full use of the progress
made in biochemistry have more than doubled
the physical yield per hectare in various coun-
tries and cases, but such high productivity has
involved an increase of several hundred per
cent in the consumption of commercial energy
(fuels, fertilizers and pesticides).

In 1980, the international price of petro-
leum was 12 times higher than in 1970. With
rare exceptions, the domestic price pattern in
the Latin American countries is closely related
to that at world level. International fertilizer
prices have shown considerably less growth
than those of petroleum, but here too the price
of nitrogenous fertilizers has trebled and that of
phosphate fertilizers has doubled. National po-
licies aimed at lowering the price of the tech-
nical inputs used in agriculture have enabled
farmers to buy their fertilizers at prices lower
than the international prices,

The rise in the price of petroleum and pe-
troleum products is the main component of the
higher production costs of the entrepreneurial
sector, and has therefore borne some respon-
sibility for the subsequent rise in food prices.

Up to the end of 1973, the ratio of agricul-
tural prices to the prices of liquid fossil fuels
tended to favour the farmer. Since then, how-
ever, in the Latin American countries (with few
exceptions and some differences in intensity)
the purchasing power of farmers, expressed in
terms of petroleum, has deteriorated. Between
1970 and the middle of 1973, agricultural pur-
chasing power, measured by the ratio of agri-
cultural prices to petroleum prices, rose from
1.11 to 1.37, but subsequently, between the
end of 1973 and 1977, this ratio fell from 1.02 to
0.68, and this loss was further accentuated by

ed by [ICA/UNDP and held at San José, Costa Ricg, 1to 3
September 1981.
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the evolution of petroleum prices between

1977 and 1980.

2. Agriculture as a source of energy

The sustained increase in the prices of liguid
fossil fuels and its repercussions on the balance
of payments has resulted in agriculture being
considered as an alternative source of liquid
fuels. Much progress has been made in re-
search aimed at identifying raw materials
which can generate such fuels, and the corre-
sponding conversion processes have been
identified. Sugar cane, cassava or manioc and
sweet sorghum (classified as energy crops)
have attracted the most attention. In the case of
a number of countries and in the short term,
ethanol (ethyl alcohol) derived from the dis-
tillation of sugar cane must and cassava starch
appears as a supplementary source of liquid
fuels. Vegetable oils are appropriate fuels for
diesel engines, but for technical and economic
reasons they are thought of as being medium-
term options; methanol (methyl alcohol)} from
cellulose also seems to provide a medium-term
solution, depending on the evolution of petro-
leum prices.

For now, sugar cane is the most important
energy crop. Manioc or cassava has attracted
attention because of the significant advantages
it might offer as a crop which, unlike sugar
cane, is not very demanding in terms of soil
and climate. Moreover, the cultivation of cas-
sava generates more employment than that of
sugar cane, thereby furthering a more equi-
table distribution of income. When sugar cane is
grown on small farms associated with mini-dis-
tilleries (20 000 litres of alcohol) instead of on
large plantations associated with large distille-
ries, however, its disadvantages with respect to
cassava are undoubtedly reduced.

In a number of countries research is being
carried out and trials performed on cassava
starch. The problems encountered (now prac-
tically solved) are related to the most appro-
priate seeds for crops to be used in the produc-
tion of alcohol, and the steps which must be
taken to convert the production of a tradition-
ally family crop into another kind of commer-
cial crop requiring the cultivation of plots of
100 hectares or more, In this respect, questions

have arisen concerning the preparation of the
soil, the distance between the plants, the con-
trol of plant diseases, appropriate harvesting
practices and the mechanization of harvesting.
On top of these problems, which can in time be
solved, there are problems related to the distil-
leries, since the distillation of alcohol from cas-
sava starch is a slower and more complicated
process than that based on sugar cane. The
starch must first be turned into sugar and then
fermented and distilled.

The National Alcohol Programme (PRO-
ALCOOL) of Brazil, initiated at the end of
1975, represents the greatest Latin American,
and indeed world, energy-crop effort. The Bra-
zilian production of alcohol has grown greatly
during recent years, rising from 664 million
litres to 3.4 billion litres between 1966/1977
and 1979/1980, and it is estimated that as much
as 4.2 billion litres was produced in 1981. So
far, a total of 384 projects for the installation of
distilleries have been approved, which repre-
sents distillation capacity equivalent to 8 bil-
lion litres a year in addition to the 900 million
litres of capacity already existing before the
programme, giving a total amounting to 84% of
the target of 10.7 billion litres per year set for
1985.

The system of mixing anhydrous alcohol
and gasoline introduced throughout the coun-
try made it possible to replace 17% of the gas-
cline consumed in 1980, In that year, PRO-
ALCOOL introduced the distribution of hy-
drated alcohol on a commercial scale as
the exclusive fuel for some 350 000 vehicles
produced for that purpose or with modified
engines,

Some other countries in the region have
also embarked upon efforts to produce liquid
fuels from energy crops. The use of vegetable
wastes to produce biogas (methane gas) is also
attracting interest, and research is being con-
ducted on different kinds of digestors for ex-
panding the production of this gas. Wood and
charcoal have also acquired renewed impor-
tance in the search for commercial energy
based on biomass.

Having recourse to agriculture for the pro-
duction of food and energy crops raises ques-
tions in respect of the future composition of
agricultural production, variations in relative
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prices, and the degree of technical modifica-
tion to which the national agricultural sectors
can be subjected. On the other hund, the ex-
pansion of agricultural production is highly de-
pendent on the availability and price of liquid

tossil fuels. It is therefore a question of complex
and difficult options whose relative merits may
be very different in the different countries of
the region.

VII

The industrialization of agriculture

In the majority of Latin American countries the
industrialization of agriculture is gathering mo-
mentum, To the extent to which the linkages®
of the agro-industrial chain have been estab-
lished and/or consolidated, the production
bases of the agricultural sector have been
brought into this process and at times trans-
formed. Agro-industry has been actively con-
sidered and furthered as a way of solving some
of the economic and social problems relating to
agriculture, since it involves technical innova-
tions and modernization of the production pro-
cess, standardization of agricultural commod-
ities, promotion of the production of non-tradi-
tional crops, the introduction of improvements
in the marketing and distribution of raw and
processed foods, the provision of reliable maz-
kets and the stabilization of agricultural prices
and incomes.

The large number of branches which make
up Latin American agro-industry, the dy-
namism and diversification of production, the
different sizes of the individual agro-indus-
tries, the differences in technology and the va-
riety of its sources, and the lack of up-to-date
statistics are factors which make it difficult to
prepare a detailed analysis of the regional evo-
lution of this heterogeneous and complex pro-
duction activity. In any case, the study of spe-
cific individual aspects would exceed the lim-
its of this article.

The food sector is the largest one in re-
gional agro-industry. The food branches re-
lated to sugar refining and cereal milling are, in
general, slow growing since both sugar and

IBackward linkages, involving the production of in-
puts for agriculture, and forward linkages, involving the
processing of inputs from agriculture in the various phases
of their ransformation.

wheat are products which suffer from
slow-growing demand and have in general
been subjected to some form of consumer price
fixing. The secondary food industry {(noodles,
pasta and other prepared foodstuffs made from
wheat) has a more dynamic growth rate owing
to the constant expansion of urban and rural
demand for its products. The manufacture of
vegetable oils and fats, cocoa and coffee prepa-
rations and confectionery, shows high growth
rates, since these commodities are aimed at
expanding domestic and external markets. The
branches associated with cattle slaughtering,
meat preparation and canning, the manufacture
of dairy products and the packaging and can-
ning of fruits and vegetables, show moderate
but in some countries rapid growth, depending
on the competition from imports they usually
face. In general, the branches which produce
goods for mass consumption tend to grow more
slowly than those which produce prepared
foods for sale to medium- and high-income
groups.

In its expansion, agro-industry is sup-
ported by the entrepreneurial sector of agricul-
ture, whose organizational and productive
characteristics foster the articulation of its out-
put with the activities of agro-business. The
latter for its part, gears its production to me-
dium and high-income urban consumers and to
those rural consumers with enough income to
enable them to purchase its products. Thus,
agro-industry by-passes peasant agriculture
{except in a few cases where peasants have
united in co-operatives) and the very poor ur-
ban and rural consumers, who are not in a po-
sition to buy foodstuffs with high value added.

National diagnostic studies agree on the
marked growth of agro-industries; they also re-
cord increases in the number of transnational
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corporations within local agro-industry. Many
of these corporations are of worldwide impor-
tance because of the volume of their annual
sales and their ramifications.In general, they
are vertically integrated and diversified-traits
which are all the more obvious if the firm is
alarge one.

Transnational corporations, establish themn-
selves in the most important branches of
the national agro-industrial system and con-
stitute dominant nuclei which are concentrated
centres of capital and gear the larger share of
their production to the domestic market, their
participation in foreign trade in processed pro-
ducts being only limited. They tend to generate
a certain amount of specialization in produe-
tion for reasons of climate, soil, land tenure,
infrastructure and facilities for access to large
national urban markets.?

Fareign private investors prefer to finance
the production of prepared foods and of basic
technological inputs used in the production
and related marketing process. They take the
place of national capital in the installation of
production units which are articulated, on the
most favourable terms, with import substitu-
tion or export promotion processes based pri-
marily on the exploitation of natural resources,

The transnational agro-industrial produc-
tion units established in Latin America have
grown in a differeat way, Much of their ex-
pansion and diversification has been achieved
through the purchase and absomption of exist-
ing national enterprises and their fusion with
other new enterprises, thereby saving some of
the cost of setting up new enterprises and
heightening the degree of concentration, This
has made it possible tor them to become larger
in size and to acquire networks of subsidiaries,
to adopt and select a wide variety of techno-

logy, to use highiy-qualified staff and to
strengthen their operational capacity and pre-
sence in the markets,

The links of transnational corporations and
other foreign private investors with Latin
American agriculture date back a long way.
They have branched out into the exploitation of
land, taken advantage of cheap labour and con-
trolled the manufacture and marketing of many
products: fruits and vegetables, sugar, cotton,
cocoa, meat, dairy products, fishery products,
edible oils, wheat, tobacco, timber, leather,
non-aleoholic beverages and confectionery, al-
coholic beverages and tropical drinks. They
have gradually taken on new branches of ac-
tivity: to the production of basic food prep-
arations they have added that of foods for
high-income urban markets sold in chains of
supermarkets or in restaurants {‘sophisticated’
foods based on meat and milk, prepared dishes,
fine confectionery, ete.). In addition they have
supported the production under contract of
fresh fruits, pulses, green vegetables and flow-
ers for markets in developed countries.

The foreign investment in Latin American
agro-industry (in the widest sense of the term}
goes back a long way. In the 1970s, however, it
was perhaps more intense than in the past, par-
ticularly in the branches manufacturing agri-
cultural machinery, agrochemical products
(fertilizers, insecticides, fungicides and her-
bicides} and veterinary products. Almostall the
transnational corporations operating within
these fields have established themselves in La-
tin American countries, either as manufac-
turers or as comnmercial representatives, so that
they penetrate and, in general, dominate the
national markets and have a decided effect on
their evolution and characteristics.

Conclusions

Specific conclusions could be drawn in con-
nexion with each of the topics analysed. We
teel, however, that the most relevant conclu-
sions are those which emerge when we com-

MLCEPAL, Las empresas iransnactonales e la agroindustria
mexicana, CEPAL/MEX/{1049, May 1981,

pare the expansion in production and the
changes registered during the past decade with
the degree of achievement of the basic objec-
tives pursued by the Latin American society
and economy —the elimination of hunger and
of nutritional deficiencies and the eradication
of poverty and want. They may also be viewed
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in the light of the progress made in connexion
with two complementary objetives —the ex-
pansion of agricultural exports and the attempt
to keep the search for short-run economic ef-
ficiency from altering the ecosystems and caus-
ing the deterioration of extensive areas of land.

The expansion of production for the do-
mestic market has simply been a response to
the stimulus and movement of demand, both of
which have resulted from the increase in the
urban population and the changes which have
occurred in the diets of the different income
groups, For this reason, the increase in produc-
tion has had an equivocal effect on nutrition.
On the one hand, it has helped to achieve
greater average availability of food of high nu-
tritional value, which has been purchased by
middle and high-income consumers, while on
the other hand, it has resulted in a growing
supply of toods with ‘empty’ calories —sugar,
oils, tubers, etc.— for mass consumption and in
a decrease in other foods which contain bal-
anced nutrients {cereals and pulses); this is
bound to have increased the nutritional defi-
ciencies of the poorest groups. Consequently,
the results of the production process have not,
strictly speaking, been oriented towards the
elimination of hunger and malnutrition.

The rise of real food prices above their
levels of the early 19705 has been a factor in the
accentuation of food problems. Among other
things, it has caused the inflationary processes
to intensify, which has worsened the nutritional
state of the underprivileged, who have been
forced to modify their diet and eat foods which
are cheap and filling but of little nutritienal
value,

With regard to the eradication of rural po-
verty, although considerable progress has been
made in the expansion of production, there is
still a long way to go to obtain the material base
needed in order to narrow the gap between
average farm income and average income in the
economy as a whole. Faster expansion of agri-
cultural production, resulting in the doubling
or trebling of the presentdimensions of agricul-
ture in the medium term is necessary, but it is
not enovugh to ensure the eradication of rural
poverty. It is necessary also to apply distribu-
tive or redistributive measures (depending on
the individual characteristics of each country)

if the benefits of the production process are to
filter down more evenly to the different strata
of the population.

The development of the forces of agricul-
tural production has not helped to clear up the
most glaring inconsistency in Latin American
agriculture —the simultaneous existence of
abundant land, which is not fully used, and a
growing number of underemployed peasant
families. On the contrary, because of the chan-
ges which have occurred within its two main
components (the entrepreneurial group and
the peasant group), it would seem that this age-
old imbalance is worsening. This polarization
has naturally influenced the strategies follow-
ed by both sectors: those favoured by the en-
trepreneurs in order to reap greater benefits for
themselves, and those followed by the peasants
to face up and adapt themselves to changing
situations and to seek to maintain or raise their
standard of living. Permanent or temporary mi-
grations to the urban industrial areas or to areas
of new land settlement where they can estab-
lish new family units are one way in which the
peasantry combats underemployment and
seeks to ensure at least a minimum level of
income.

Although the land tenure situation in many
countries of the region differs from that which
prevailed twenty years ago, since varying de-
grees of progress have been made, the need to
continue modifying the conditions governing
access to the land is still of strategic importance
for multiplying the successes achieved through
agrarian reform measures undertaken in the
past and also as an important way of achieving
the aims of the strategies for overcoming struc-
tural disequilibria and achieving the harmoni-
ous development of society.

The gradual concentration both of agricul-
tural production and income and of the oppor-
tunities derived from markets {commodity
markets, factor markets and financial markets),
as a result both of the nature of the entrepre-
neurial sector and of public policies, which
tend to favour this sector most, together with
the effects of this sector’s increasingly close
links with agro-business, are situations differ-
ent from the characteristics displayed by Latin
American agriculture in the past, when its basic
foundation was the latifundium-minifundium
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complex. The vigour of entrepreneurial agri-
culture, which is functionaily linked with the
continuous decomposition and recomposition
of the peasantry, is a reality which is still not
satistactorily grasped or seen in the light of its
true scope and consequences.

The ability of the low-income groups to
increase their incomes is closely related to the
quantity and quality of their work and to the
payment of tair wages for their production ef-
torts. The work they do, for its part, depends on
the conditions of access to productive re-
sources and to land in particular. The intensi-
fied search for ample new job opportunities for
the rural population was and will be an impor-
tant part of the struggle to vanquish rural pover-
ty. Depending on national and local realities,
the widest variety of means could have been
used to facilitate greater access to the land.

An important aspect of the measures rela-
ting to access to the land has been the full set-
tlement of the national territory, together with
the expansion of the agricultural frontier. More
or less successtul forms of settlement, together
with the opening-up of land to irrigation, have
relieved the demographic pressure typical of
certain areas where rural poverty is found and
at the same time have contributed to the growth
of production and the creation of new jobs.

Policies aimed at making capital less ex-
pensive and providing incentives for the use of
technical inpats in the agricultural production
process have had a negative impact on farm
employment. Their purpose was to ensure ca-
pital formation on the farms and the introduc-
tion of techmology into farming, but they have
actually reduced the role played by the labour
force -—an abundant resource in the aggregate
production function, On the other hand, in
some cases regulations introduced in labour
markets have made labour expensive and fur-
thered a tendency to do without a permanent
labour force and make growing use of tempo-
Tary manpower.

Integrated or integral rural development
programmes have come into being as ways of
concentrating resources ior use by peasantry,
promoting their incorporation into the markets,
making them receptive to technical progress
and providing them with government support
and assistance services as a way ol improving

their living and working conditions. Since pro-
grammes of this kind do not get to the roots of
rural poverty, however, their results have fail-
ed to go beyond the limited confines of their
own action, which did not pretend to provide
increased access to productive resources,

Due to a lack or shortage of technological
innovations designed to fit in with the econo-
mic and social conditions of the mass of produ-
cers of each country, the technology most readi-
ly available is that offered on the international
markets; this has frequently been a contribu-
ting factor in the adoption of technological pat-
terns out of keeping with national require-
ments for balanced agricultural development.
In spite of the progress made in Latin America
in the organization of research and the training
of research workers, there is still a persistent
lack of familiarity with the needs of the peasan-
try and an absence of research which gives due
attention to the special way in which peasants
organize their economic activities and use the
s0il., There is a need for research into crops
which are important for peasant agriculture and
into systems of production based on associated
or multiple crops.

The predominant approach to develop-
ment is one which tends to increase the degree
of openness of economies and to bring about
more interdependence among the nations. The
trade in agricultural commaodities of the Latin
American countries with the rest of the world
reflects those tendencies, Exports have been
diversified, and hence national agricultural
sectors have been brought into closer co-ordi-
nation with external demand. Although there
has not been much diversification with respect
to imports, there has been an increase in de-
pendence and hence in the vulnerability of
tood stocks in the face of unexpected changes
in world market conditions both as regards se-
curity of supply and price variations. The is-
sues of effective storage facilities in ports, the
availability and efficiency of modes of trans-
port, and the degree of fluctuation in freight
rates have assumed much greater importance.

The environment of instability and insecu-
rity characteristic of the international agricul-
tural markets has had a sharp impact on the
evolution of the national agricultural sectors
which depend on exports and, by extension,
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has caused disturbances of various kinds in the
pattern of growth of national economies. On the
other hand, high levels of protectionism have
reduced the opportunities of the countries of
the region whose favourable conditions of pro-
duction would otherwise enable them to be
very competitive in some of the world agricul-
tural commodity markets,

For the region as a whole (although not for
all the individual countries) the value of im-
ports in dollars at current prices grew more
rapidly than that of exports between 1969/1971
and 1977/1979, the respective growth rates
being 18.7% and 16.5% per vear. There is less
of a gap between these rates than between those
relating to the growth in terms of volume,
which, as indicated above, were 8.0% and 2.8%
per year respectively. The larger rise in the
prices of agricultural exports explains why ex-
ports have performed better than had been ex-
pected and have played a more important role
in clearing up or reducing trade deficits.

The technological policies adopted have
been affected in varying degrees by the techno-
logical model created by the so-called “green
revolution”. Without overlooking the notable
scientific progress achieved since that event,
reflected in complex technological packages
which have facilitated the expansion of the
agricultural frontier and resulted in an as yet
modest rise in average unit yields, it may be
noted that there is a lack of technaological initia-
tives which do not tend to foster the uniformity
of ecosystems and hence the alteration and/or
loss of their special attributes. The quest for
economic efficiency in the short term has
meant that extensive stretches of land are
unused in Latin America, especially in tropical
areas. Nor has there been any notable progress
in respect of reclaiming areas where there has
been ecological deterioration or in the estab-
lishment of which are less dependent on the
consumption of fossil energy.

A varied set of causes and factors have in-
teracted and worked together to produce the
changes which have occurred in rural Latin
American society and have promoted the
greater economic and social differentiation
now seen in regional agriculture. Qutstanding
in this complex combination of causes and fac-
tors are the new urban and industrial structures

and the resultant modifications in the direction
and depth of urban-rural refations; the different
degrees to which technical progress has pene-
trated and the emphasis on efficiency and profi-
tability which accompanies such progress; the
political decisions aimed at lowering the cost of
capital and of the technical facilities required
by the production process, with the consequent
acceleration of capital formation in entrepre-
neurial units and the pattem of mechanization
and the accompanying increase in the use of
technological inputs; the selective and some-
times distorting role of the external sector; the
dynamism of working in association with trans-
national corporations; the execution of big phy-
sical infrastructure and communications works;
the review and updating of the aims, means of
action and heneficiaries of various govern-
mental programmes and activities designed
to further agriculture; the results (still not
tully known or evaluated) of the processes
and activities related to agrarian reform and
changes in the systems of land tenure; the mod-
ifications introduced in labour relations, and
the temporary or longer-term intersectoral
transfers for the benefit of agriculture. In ad-
dition to this long list of factors, there are others
which appear to be less important.

Thus, there are many complicated causes
and factors which must be taken into consider-
ation both individually and collectively in or-
der to achieve the conditions needed for agri-
culture to be able to perform all its essential
functions and forcefully display its true poten-
tial. Similarly, there must be many other mea-
sures and activities which need to be embarked
upon if agriculture is to be able to make an
appropriate contribution to overall develop-
ment while at the same time coping with its
own problems, Issunes which are complex and
difficult because of the number of their compo-
nents and the way in which those components
interact cannot be tackled and overcome with
simple solutions. The great challenge for Latin
American agriculture is that of reconciling
technical and economic efficiency with the
urgent need for social betterment, while at the
same time forming a sector which will have a
dynamic and stabilizing effect on the overall
economy.



