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Foreword

The growth of agriculture in Latin America and the Caribbean (LAC) lost momentum in
2013, despite having rebounded in 2010 and performed well in 2011. On both occasions,
the performance of agriculture in the region had been driven primarily by volatile prices
for the major raw materials, but by 2012-2013 the sector had come under the influence of
four main factors:

e A slowdown in world economic activity, affecting both developed countries and
emerging economies, especially China, India and Brazil.

e Loss of buoyancy as world trade in goods grew by only two percent in real terms in
2012 (the lowest growth in the past 30 years), combined with lower international
prices for the chief agricultural commodities.

e Anincrease in adverse weather events (droughts and flooding) that affected the region’s
agriculture and led to a drop in the output of grains, oil-seeds and tropical products,
and of the livestock and fisheries subsectors.

e More outbreaks of crop pests and diseases, caused by greater climate variability.

Growth in LAC agriculture in 2013 declined more severely than the region’s economies
as a whole, with Agricultural Value Added rising by less than the region’s overall Gross
Domestic Product.

Despite the figures posted in 2012 and 2013, economic conditions in 2014 are expected to
favor growth in the region’s agricultural production and trade. These trends will need to be
shored up by policies that seek not only to make commercial agriculture more productive
and more competitive, but also to boost family agriculture’s performance and successtul
integration into value chains.

In this fifth edition of the “Outlook for Agriculture and Rural Development in the Americas,”
the Economic Commission for Latin America and the Caribbean (ECLAC), the Regional
Office for Latin America and the Caribbean of the Food and Agriculture Organization of
the United Nations (FAO) and the Inter-American Institute for Cooperation on Agriculture
(IICA) analyze the trends in, and prospects for, agriculture and its (macroeconomic
and sectoral) context, and devote a special section to an in-depth examination of the
characteristics, challenges and potential of family farming in LAC.
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The report concludes that, despite the serious production, trade and socioeconomic constraints
that family agriculture is experiencing in the region, this economic activity holds the greatest
potential to boost the food supply, lower unemployment and reduce the levels of poverty and
malnutrition of the region’s most vulnerable rural dwellers.

In each chapter, ECLAC, FAO and IICA offer policy recommendations that they consider necessary
to reinvigorate the region’s agriculture and to spur the development of rural territories. In the
particular case of family farming, the report underscores the need to implement intersectoral
policies that will encourage new generations of farmers to remain in the countryside and foster
innovation and knowledge management; and to develop instruments that will enable them to
integrate into value chains successfully.

@@15 TS fon

Alicia Barcena Raul Benitez Victor M. Villalobos

Executive Secretary Assistant Director-General and Regional Director General
Economic Commission for Latin America Representative for Latin America and Inter-American Institute for
and the Caribbean (ECLAC) the Caribbean Cooperation on Agriculture (IICA)

Food and Agriculture Organization of the United
Nations (FAO)
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Synopsis







SYNOPSIS

In line with the structure of previous reports,
the 2014 edition of the Outlook for Agriculture
and Rural Development in the Americas is
divided into two main sections. The first three
chapters focus on:

e Macroeconomic context: an analysis of
recent developments and the outlook for
the financial and macroeconomic condi-
tions that shape the international context,
which impacts the performance of the
region’s economies.

e Sectoral analysis: an analysis of the growth
of expanded agriculture in a context of
low global economic growth.

e Rural well-being and the institutional
framework: an analysis of the significant
changes taking place in living conditions
in the rural milieu, and the policies and
institutional framework for agriculture.

The second section of the document not
only considers the overall situation of family
farming in Latin America and the Caribbean
(LAC) but also examines the challenges facing
this sector, its potential and the outlook for
the years ahead. The report is complemented
with a statistical annex that includes the main
indicators and statistics used. Both sections
include policy recommendations.

A synopsis of each section is presented below:

Section I: Outlook for Agriculture and
Rural Development in the Americas

An unfavorable macroeconomic and sectoral context
for agriculture

The sluggish performance of LAC’s expanded
agriculture sector (crops, livestock, agro-
forestry and fisheries) during 2013 paralleled
the slowdown in the global economy, which
affected both developed countries and
emerging economies (especially China, India
and Brazil). However, it was also exacerbated
by several other factors that had a negative
impact and caused the region’s economies to
lose momentum.

Unlike previous years, when the performance
of agriculture was driven primarily by volatile
prices for the main raw materials, during the
2012-2013 farming year the factors that most
affected the sector were a slowdown in world
trade in goods, lower international prices for
the leading agricultural commodities and an
increase in adverse weather events that directly
affected agriculture and resulted in outbreaks
of crop pests and diseases.

The region’s agriculture, whose growth was
being driven by exports, was hit by a series
of factors, including a downturn in global
demand, the devaluation of the dollar, pests
and diseases, an increase in non-tariff barriers
to trade and, during the first semester of
2013, falling international prices. These
developments, associated with the recession in
the Eurozone countries, were mainly linked to
the deceleration of growth in China.

A perspective on Latin America and the Caribbean
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The impact was greater in the export-oriented,
non-dollarized countries. Consequently, LAC’s
agrifood exports declined by 0.5% in 2012 after
annual growth of 11.4% during the previous
seven years. In 2013, the value of the region’s
exports increased, roughly, by only 4%. In this
context, domestic consumption in the LAC
economies became the main driver of growth
in the region.

In 2011, agricultural value added (AVA) in LAC
rose by 2.7%, well below the 4.3% growth in
overall regional GDP. However, some countries
performed well, with growth rates above 6%,
including Chile, Jamaica, Bahamas, Antigua
and Barbuda, St. Kitts and Nevis, Ecuador and
Dominica. In other countries (e.g., Argentina,
Honduras, Nicaragua, Paraguay and Jamaica),
producers benefited from the very favorable
inter-sectoral terms of trade for agriculture, which
improved their incomes and purchasing power.

Because of the inauspicious macroeconomic
context in 2012 and 2013, estimates of the out-
look for growth in the region have been revi-
sed down, due to the sluggish performance of
LAC’s biggest economies (Brazil and Mexico).
However, the report forecasts better economic
conditions for 2014, with an expected increa-
se in the region’s agricultural production and
trade, although international prices for all ba-
sic commodities are expected to fall in the long
term, except for those of beef, pork and fish.

Crop production: LAC was affected by the global context

Afterarecoveryin2010andagood performance
in 2011, agricultural production in LAC lost
momentum in 2013. In large measure, this was
due to the greater relative weight of agriculture
in the south of the region, which was already
showing signs of deceleration in 2012, even
though in previous years it had been the area
that performed the best.

In Mexico and Central America, agriculture
also grew in 2012 but ran out of steam in 201 3.

By contrast, in the Andean region agriculture
recovered in 2012 and remained strong in
2013, while the performance of agriculture in
the Caribbean countries was uneven.

Climate variability was once again the factor
that had the greatest impact on crops throug-
hout the region, severely affecting not only the
production of grains and oilseeds, but also tro-
pical products such as coffee, bananas, citrus
fruits and sugarcane.

In the case of coffee, an outbreak of coffee rust
significantly affected production in tropical
parts of the region throughout 2013 and the
negative impacts of this disease will continue to
be felt during 2014, with major economic and
social implications, given that small farmers
produce the lion’s share of the coffee crop.

In 2012, the positive balance that LAC had
achieved in its trade balance for crops, which
stood at USD 67 billion, also weakened, due to
the 1.8% decrease in the value of the region’s
agricultural exports, while imports increased
by 10%, maintaining the growth trend shown
since 2009.

Nevertheless, production forecasts for the end
of 2013 are more optimistic, with record grain
harvests in the Americas, especially in the most
northerly and southerly parts of the continent.
Global demand is expected to pick up in 2014,
driven by growth in the developing world and
the expansion of its middle classes, provided there
are no adverse effects from extreme weather
conditions and an ever-weaker US dollar.

Livestock: rapid growth over the last decade

LAC continues to achieve impressive
growth where meat and milk production are
concerned. Poultry production leads the way,
having nearly doubled between 2001 and
2011, while beef, pork and milk production
increased by more than one-third in the same
period. A major increase in productivity, due
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not only to the widespread adoption of new
technologies but also to improvements in
production practices, accounted for most of
this growth. However, meat production and
livestock inventories are concentrated in a
few countries of the region (Argentina, Brazil,
Mexico and Uruguay).

The economic bonanza fuelled by livestock
production plays an essential role in
contributing to the economic well-being
of poor families in the rural areas of LAC
countries, and offers great potential in family
farming. Livestock provides a source of food,
income and draught animals to produce food
and dung for use as fertilizer and fuel; it is
also an activity that enables rural families to
improve their economic and social conditions
during the good years and cushion the effects
of bad years.

Livestock production has undergone many
changes: on the production side, mixed
production systems that include crops,
livestock and dairy have come to the fore. The
rapid increase in per capita consumption of
meat and milk has been accompanied by a shift
in the main sources of calories and proteins.
However, there is growing concern over the
undesirable (especially environmental) costs of
this activity and outbreaks of diseases, which
must be considered carefully along with the
benetfits of that growth.

Meat production in LAC is expected to
continue its rapid growth in the coming
decade, although at a slightly lower annual
rate than in the preceding period. Brazil will
remain the leading exporter of poultry meat in
LAC, accounting for almost 90% of the region’s
total poultry exports, 71.6% of pork exports
and 51.7% of beef exports, while Chile will
significantly increase its pork exports (16.5%
of the regional total).

Forests: deforestation continues across the LAC region

Loss of forest cover and forest degradation
continue to be major problems in LAC,
depriving rural populations of development
opportunities. LAC accounts for most of the
world’s deforestation, with the figure being put
at 3,944,000 ha per year, or 70.7% of the forest
cover lost across the globe, between 2005 and
2010. With the exception of the Caribbean,
where the area of forest cover actually increased,
in the rest of the region the trend was negative.
This was particularly the case in South America,
where a loss of forest cover of 3,581,000 ha per
year was recorded (64 % of the world total).

Forest conservation and sustainable forest
management offer great opportunities for the
development of family farmers in the LAC
region. The forests and trees found on farmland
are an essential element for the subsistence
of the rural population, given the goods and
services they provide.

In general, there is a growing tendency in LAC
to place greater value on the services provided
by forests, particularly in rural communities,
because climate change mainly affects vulne-
rable populations and family farmers. Conse-
quently, the control of deforestation should be
made a priority in public policies.

Fisheries and aquaculture: growing demand for fish
is a major opportunity for aquaculture

World demand for fish is growing significantly,
driven by increased consumption in developing
countries. Although fish production has
grown at nearly twice the mean rate of the
world’s population, it is estimated that it will
not be possible to meet future demand by
means of marine resources, since production
has stagnated due to overfishing. Therefore,
demand will have to be met with fish farming,
which could put more pressure on the main
pelagic fish species in the south (such as
anchoveta), which are processed into fishmeal.
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This imbalance between supply and demand
will likely drive fish prices higher, thereby
increasing the risk of volatility. In addition,
given the shortage of fish, there would be fewer
resources for processing into fishmeal and fish
oil, which would raise the costs of aquaculture
production. The uncertainty is even greater
in the absence of a realistic assessment of the
effects of climate change.

Aquaculture production has grown gradually
and steadily in LAC (South America leads the
way with over 70% of regional production)
and has now caught up with commercial
fishing in terms of fish produced. It has the
potential to grow to such an extent that it
could supply the expected increase in demand
for fish. However, it is important to ensure
that this does not occur at the expense of sea-
caught fish processed into fishmeal.

Rural well-being: the rate of rural poverty has
declined but remains high among agricultural
households

In most LAC countries, a number of changes
are evident in the structure of production in
rural economies, such as the rising rates of rural
employment in non-agricultural sectors and
the growing importance of wage labor. This has
led to a decline in the relative importance of
rural households linked to family agriculture,
even though this sector remains the largest
in many countries. Therefore, in the context
of the structural changes taking place in the
rural milieu family farming faces a challenge
as far as viability is concerned. In addition,
while the numbers of women who are heads
of family-farming households remain low, they
have risen during the last decade and are more
frequent in urban areas.

From the socio-demographic standpoint, other
trends are evident, such as the fact that heads
of household are, on average, oldest in family-
tarming households, which poses a generational

challenge. Moreover, the heads of family-
farming households have the lowest levels of
education, which poses a skills challenge.

The report makes a number of policy
recommendations in order to meet these
challenges, including the following: develop
new  (agricultural or non-agricultural)
production activities with greater value added,
to offset the possible loss of employment
in segments of family farming that become
unviable in a context of structural change;
enhance the skills of rural dwellers to facilitate
their insertion into new productive activities;
and promote those segments of family
agriculture that have higher productivity rates,
greater viability and potential in economic,
social and environmental terms.

Policies and institutional framework: countries make
family farming a priority

The report emphasizes that family agriculture
is becoming a priority on the agendas of many
LAC countries, which are adopting policies and
instruments to benefit this sector, considered
essential for food security and rural well-being
in the region. Bolivia, for example, has declared
family farming an activity of national interest;
Argentina hasbeen investing significant resources
in family agriculture; Costa Rica adopted the
2011-2014 Family Agriculture Sector Plan; Chile
approved an 8.2% increase in the 2013 budget
in order to strengthen smallholder agriculture;
Mexico implemented the “National Crusade
Against Hunger” a social inclusion initiative; and
MERCOSUR issued regulations for the Family
Farming Support Fund.

The institutional framework is also being
reconfigured and adapted to the new
challenges, with government agendas placing
greater emphasis on new issues such as pest
control, climate variability and water resource
management. In addition, publicadministration
is being modernized to make it more inclusive.

The outlook for agriculture and rural development in the Americas —ECLAC FAO IICA—



The report includes some policy
recommendations for improving the
institutional ~ framework, such as the

strengthening of policies with instruments,
budgets and increased citizen participation,
to make them more effective; the promotion
of mechanisms for citizen participation; the
inclusion in national public policies of cross-
cutting issues such as youth, gender and
indigenous populations; and a move toward
strategic thinking and prospective analysis, to
provide a timely response to new challenges.

II Section II: State of and Outlook for
Family Agriculture in LAC

The special chapter of this report focuses on
an analysis of the state and potential of, and
outlook for family agriculture (FA) in LAC,
based on a subregional vision. First, it explains
that FA is the largest single socioeconomic
group in the region, accounting for 70%
of production units in almost all the LAC
countries. FA is a very heterogeneous sector, in
terms of its scale and access to resources; it is
also the economic activity that faces the greatest
constraints and produces lower yields compared
with commercial agriculture. The report then
examines the structural changes taking place
in the sector: whereas in Mexico and in the
Andean and Central American countries farms
are being broken up into ever smaller plots,
a trend toward the concentration of land is
observed in the Southern Cone countries.

The report examines the importance of family
farming in each country in terms of the
contribution that it makes. In the Southern
Region, FA’s share of agricultural value added
(AVA) ranges from 19% to 38%, while in the
Andean and Central American countries the
figure is between 40% and nearly 60%. In
most LAC countries, FA’s share of agricultural
sector employment exceeds 50% of the total.
The report also analyzes FA as a percentage
of all farms and the characteristics of farms of
average size, which vary greatly in the different
subregions of the continent.

The report underscores FA’s potential to
contribute to a more sustainable and equitable
form of production, increase the food supply
and improve the living conditions of the most
vulnerable populations. It concludes that
promoting the growth of agriculture is the
most effective way to reduce rural poverty.

The prospects of increasing LAC’s agricultural
output by opening up more land for farming
are very limited, so countries will be forced
to tap the potential of FA. However, this will
call for multidimensional strategies and the
implementation of policies that take account
of the sector’s different needs and propose
comprehensive and relevant solutions. It will
also be necessary to strengthen links between
small farmers and markets and, in particular, to
adapt their production methods to new market
demands, and improve the use of information
and communication technologies (ICT) in rural
areas to support effective decision making.

A perspective on Latin America and the Caribbean
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Macroeconomic context

Facts

By late 2012, the progress achieved in some areas made it possible to say that there was a lower
risk of a worsening global economic crisis. That progress included agreements to increase fiscal
discipline in the Eurozone countries, the fiscal agreement reached in the United States, and the
stabilization of international oil prices.

In the global financial markets, risk premiums fell in all regions, especially in Europe. Nonetheless,
the sustainability of public debt remains a problem in several Eurozone countries and the United
States. The situation is compounded by a lack of competitiveness, a long-term factor that is key to
the crisis.

In the emerging market economies, including China, there has been a weakening of domestic de-
mand and international trade, and structural limitations to investment growth have been identified.
The growth forecasts for those economies are being adjusted downwards, with negative impacts on

global activity.

TRENDS

Although the most urgent threats have
been addressed, central and emerging
economies have not managed to reacti-
vate growth.

The first half of 2013 produced both good and
bad news in the world economy. The good
news was that the countries most impacted
by the global economic crisis —the peripheral
countries of the Eurozone and the United
States— had successfully warded off, for the
time being, the most pressing threats to their
economies, which had precipitated the collapse
in global growth rates in late 2012. Those
threats included the absence of an agreement
on the fiscal cliff in the United States and the

possible institutional collapse in the Eurozone
that would have made it impossible to
renegotiate the debt of the monetary union’s
peripheral countries.

As a result of the (albeit partial) solutions
reached on these issues, the world’s leading
economies stimulated improvements in
global financial stability indicators, especially
with regard to reducing market volatility.
Nevertheless, and this is the bad news, growth
rates in both the advanced economies and
emerging countries have not risen since then.

As a whole, the Eurozone countries ended
the second quarter of 2013 with a slightly
negative growth rate (-0.5% compared to the
same quarter the previous year, according to
Eurostat), thereby concluding two years of falls
in gross domestic product (GDP). The southern
European countries were not the only ones
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that experienced several quarters of GDP
shrinkage; some central economies, including
France and even Germany, are experiencing a
marked slowdown.

In the United States, the GDP growth rate
has remained positive since mid-2009 but,
according to experts, the rate is lower than
required for economic recovery (ECRI 2013).
This explains why, even though the United
States has not been officially included in the
group of countries in recession, its recent
growth has not been sufficient to return the
employment rate, average household incomes,
or industrial production to pre-crisis levels.

For its part, Japan may make history if the
Bank of Japan’s recent monetary injection —
one of the largest in central bank history, and
which will double the monetary base in two
years— achieves its objective of expanding
GDP after many years of deflation and limited
or no growth. Japan’s monetary expansion is
expected to accelerate growth, at least in the
short term, which is reflected in the updated
forecasts for Japan made by the principal
international agencies (see, for example, IMF,
2013a, 2013b and 2013c¢).

The Japanese strategy reveals the skepticism
that is becoming widespread among advanced
countries regarding the use of conventional
formulas to overcome the present crisis. In
particular, note hasbeen taken of the limitations
of interest rates —currently practically zero in
most developed countries— as an instrument of
monetary policy, which has led many central
banks, including the Federal Reserve of the
United States and those of several emerging
countries, to adopt unconventional economic
stimulus measures.

Figure 1. Growth rates and GDP
projections (percentages).

1
2
|

2010 2011 2012| Jan  Apr Jul Jan Apr Jul | Jan Apr Jul
2012 /2012 /2012 /2013 /2013 /2013 (2013 /2013 /2013 /
2013 2013 2013 2013 2013 2013| 2014 2014 2014
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—* World

United States

-8 Advances economies
= Euro Zone
Emerging and developed economics  ~®= China

—+ India Latin America and the Caribbean

Source: Prepared by the authors, based on data from
World Economic Outlook, IMF.

Although growth estimates continue to be
higher for the emerging economies than for the
advanced ones, those estimates were trimmed
between late 2012 and mid-2013. China closed
2012 with a growth rate of less than 8%, while
in India the slowdown was much sharper,
showing how these economies are aligned
with the rest of the world and especially with
the advanced economies, which are the key
markets for their products and services.

In Latin America and the Caribbean (LAC),
after the sharp decline in 2012 —sharper even
than the decline in China- growth stabilized in
2013 and a timid recovery is forecast for 2014,
showing how difficult it is for economies of the
region to recover in the present scenario.
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As a result of a weakening of both the
world economy and external demand,
growth in the region has relied on
domestic consumption

Although in 2012 the region as a whole
experienced a sharper decline in growth
than the global average, performance in the
different subregions has varied. Thus, the GDP
growth rate in South America fell from 4.5%
in 2011 to 2.5% in 2012, while in Central
America and Mexico it held steady both years
at 4.3% and 3.9%, respectively, according to
the Economic Commission for Latin America
and the Caribbean (ECLAC).

When this report was concluded, it was
expected that the 2013 regional product
would grow at a rate similar to the previous
year, that is, around 3%. The international
agencies have trimmed LAC’s growth prospects
for this year, given the rather unfavorable
performance of Mexico and Brazil, the
region’s largest economies. In addition, there
has been a slowdown in economic activity in
other economies that had been experiencing
significant growth, including Chile, Panama
and Peru.

At any event, the principal source of growth in
2013 continues to be domestic consumption,
although at a slower pace than in recent years.
In addition, the slowdown in consumption
growth has not been offset by an increase in
investments or an expansion of net exports,
which explains the decline in the region’s
growth rate (ECLAC, 2013c).

The recent growth in the region’s economies
attributed to domestic consumption has been
associated with increases in the wage bill,
resulting from job market improvements,
income redistribution policies implemented in
the last decade, and consumer credit growth.
The regional unemployment rate fell gradually

over the last few years to 6.4% in 2012, almost
five percentage points lower than ten years
ago. In that same period, growth was also
observed in the employment rate —especially
among women-, in real average wages, and in
the minimum wage. On the other hand, in the
first quarter of 2013 the positive performance
of the labor market showed signs of exhaustion,
with a drop in the labor force participation rate
and a decline in the real wage growth rate to
below 2012 levels.

Some of the indicators that supported domes-
tic demand growth in recent years, including
increased private sector credit and public con-
sumption growth, could moderate expansion
in 2013, which would have an impact on re-
gional growth forecasts for this year and next.

According to ECLAC (2013c), during the
first half of 2013, domestic credit in several
South American economies, especially Brazil
and Chile, declined significantly as compared
to 2012. In contrast, domestic credit growth
accelerated in Nicaragua and Panama during
the first months of 2013, and recovered in
most of the Caribbean economies. In the
region as a whole, the mortgage loan growth
rate experienced its main decline as compared
to previous years. Business and industrial
credit growth rates also declined. In 2013, only
consumer credit sustained its growth rate.

In turn, as a result of the expansive fiscal
policy and sustained public consumption,
the fiscal deficit (the gap between revenues
and expenditures) rose in 2012, with some
exceptions, as spending grew faster than
income. According to ECLAC (2013a),
spending growth, especially current and
capital expenditures, helped sustain domestic
demand growth. Due to the increase in
current public spending, public employment
increased at a faster pace than private salaried
employment. The situation had not changed in
the first quarter of 2013, and public spending
continued to outpace revenue growth, even
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though tax yields fell or growth moderated in
several countries as a result of falling prices for
some export commodities and a downturn in
consumption growth rates.

This trend in public spending suggests a certain
consensus in the region to protect or promote
public investments in order to stimulate
demand in periods of transitional deceleration
(ECLAC 2013c). However, in estimating growth
in public accounts, the countries’ fiscal leeway
and regulations should be taken into account if
tax collection growth does not recover, which
could limit continued expansion of public
spending in coming years.

International trade is the main
channel by which the deteriorating
conditions in the world economy are
transmitted to the LAC economies

Variations in regional exports, in terms of
volume and (primarily) price, have been
sharper than the variations in the GDP in
recent years. According to ECLAC (2013a), the
drop in external demand led to a mere 1.6%
growth in the value of regional exports in
2012, compared to the 23.9% surge in 2011.
The turning point in the export growth rate
was especially evident in Brazil and in the

Figure 2. Latin America and the Caribbean: estimated variation in the value of exports,
by volume and price, during 2011-2012* (in percentages)
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Caribbean subregion, with price being the
main cause in Brazil and volume the main
cause in the Caribbean subregion (Figure 2). In
the rest of the world, trade has also proven to
be one of the main channels by which the crisis
is transmitted (IMF 2013a).

The 2012 price fall for some of the main export
goods of the region had an adverse impact on
exported value. Unlike in previous years, it
was an increase in volume that promoted the
modest growth in exports. The weakening
of external demand also partially eroded the
region’s terms of trade.

The value of the region’s exports is expected to
expand in 2013 by around 4%, while the value
of imports is expected to rise by more than 6%.
This weak export growth is due to the decline
in exports in early 2013 from some South
American countries, particularly Argentina,
Brazil, Colombia and Peru. This is explained
primarily by the recession in the Eurozone
countries, an important destination for these
countries’” exports, and by some erosion in
the prices of products that constitute a large
proportion of their total exports.

Indeed, in the first half of 2013, the prices of
several of the region’s export products fell,
especially minerals and metals, oil, and some
food products. In addition to being associated
with the recession in the Eurozone, this trend
is linked in large part to a certain slowdown in
China. For LAC as a whole, the terms of trade
are expected to remain close to 2012 levels
(ECLAC 2013¢).

In addition, current transfers, largely
remittances from workers living abroad,
rose modestly in 2012 and the first months
of 2013, although there were marked
differences among the countries. The growth
in remittances to some Central American
countries reflects a relative improvement in

the United States labor market, while the fall
in remittances to Colombia and Ecuador points
to the difficult labor situation in Spain. One
of the consequences of a decline in regional
exports without a corresponding increase in
current transfers has been an increase in the
region’s current account deficit, from 1.3% of
regional GDP in 2011 to 1.8% in 2012, which
is expected to reach 2% in 2013 (ECLAC 2013a
and 2013c¢).

Although in 2012 risk levels fell
in the region and across the globe,
financial volatility could increase
again in 2013

Recent policies implemented in LAC in
response to the global financial and economic
crisis have helped to strengthen most of the
countries” institutions and macroeconomic
bases. As a result, most countries have been
able to make positive and steady progress
to reduce risk level perception by financial
markets, control inflation, secure external
financing and stabilize real exchange rates.

As can be seen in Figure 3, there was a sharp
drop in the medians of sovereign bond and
risk premium differentials in the region as
compared to the peaks reached in 2008 and
2009. In addition, since 2008 the issuance
of international bonds (sovereign, bank and
business) has grown strongly, indicating greater
access by LAC countries to international credit
lines. For its part, the volatility of the regional
median of real effective exchange rates (REER)
has been low since 2010, indicating better cash
inflow management in LAC economies. Finally,
consumer price indices (CPI) improved last
year, with a downward trend if food inflation
is excluded.
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Figure 3. Evolution of financial risk,
exchange rate volatility and inflation
variables in LAC
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Naturally, regional indexes mask the diversity
of performances among the countries of the
region. In some economies, financial risk
indicators did not decline. The main exception
is Argentina, where the rising perception of
risk stemmed from the effects of exchange
rate measures taken to prevent a decline in
international reserves, among other factors.
With regard to inflation rates, the main
exceptions to the general downward trend of
the CPI in 2012 were Argentina, Dominica,
Jamaica, Mexico, Trinidad and Tobago and
Uruguay, mainly due to a bigger rise in food
prices (ECLAC 2013a).

In the first five months of 2013, regional
inflation accelerated slightly over December

2012. In a number of countries, such as
Venezuela, Argentina, Jamaica, Uruguay, Haiti,
Trinidad and Tobago and Nicaragua, inflation
exceeded the regional average and, in the case
of the first two countries, was in double digits.
This price performance could endanger the
(countercyclical) monetary measures taken
to stimulate domestic growth in the context
of the current global economic slowdown
(ECLAC 2013c¢).

The first half of 2013 saw heightened
international financial instability, which was
reflected in considerable variations in the
exchange rates of several countries of the
region. Events such as the Chinese economic
downturn and the recent announcement by
the United States Federal Reserve that it would
reduce its purchases of assets contributed
to increasing uncertainty in international
markets, with effects throughout the region.
According to ECLAC (2013c), there is a
strong correlation between these events and
the devaluation of real exchange rates in the
regional economies most strongly integrated
in world financial markets (Brazil, Colombia,
Chile, Mexico and Peru).

Nonetheless, despite increased international
financial volatility, the region continued to
have access to external financing to cover
the growing current account deficit. In early
2013, there was continued growth in net
flows of foreign direct investment (FDI) and
foreign portfolio investment, while other
net investment liabilities were positive for
the first time in several quarters (ECLAC
2013c). FDI reached 1.4% of regional GDP in
early 2013 compared to 2.2% in 2012, while
foreign portfolio investment amounted to
1.2% compared to 1.7% the previous year.
Thus, despite the slight increase in the current
account deficit forecast for 2013, international
reserves in the region continue to grow.
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PRrROSPECTS

Although the short-term risks for
financial stability have receded, the
progress achieved is fragile

Asnoted earlier, the mainrisks to global financial
stability receded in recent months, which
spurred an increase in share prices in advanced
and emerging markets and dampened volatility
(IMF 2013Db). Nonetheless, this progress did not
translate into growth in bank lending in the
most depressed economies; rather, loan terms
continue to be restrictive and therefore their
effect on economic activity has been limited.
The fiscal adjustments being made in many of
those economies, as well as high debt levels
and low export competitiveness, contributed
to curbing a possible recovery.

In that scenario, growth prospects in the world
economy for 2013 and 2014 have tended to be
adjusted downwards. While in April 2012 the
International Monetary Fund (IMF) forecast
a 4.1% global growth rate in 2013, the last
estimates in July 2013 suggest that 2013 will
close with a world GDP growth rate of 3.1%
(Figure 1). For 2014, the recent adjustment in
global growth projections has also fallen: from
4.1% to 3.8%.

The IMF predicts an upturn, at different rates,
in the advanced economies: in the United
States, slower growth in 2013, linked to the
automatic sequestration of public spending,
but recovering in 2014, especially due to the
strength of household consumption; in the
Eurozone, a contraction of activity in 2013
and a very gradual recovery beginning in
2014; in Japan, acceleration of growth in
2013, attributed to the recent fiscal incentive,
and moderation of growth in 2014, due to a
weakening of the world environment.

In emerging and developing economies, a
relatively moderate expansion (between 5%

and 5.5%) in product is expected in 2014,
reflecting weaker prospects in all regions,
including the downturn in China and the less
favorable panorama for many commodity-
exporting countries, including the BRICS group
(Brazil, Russia, India, China and South Africa).

If the medium-term risks materialize,
the rate of world economic growth
will decline in the coming years

There is a real risk that weak European growth
will extend beyond 2013, given the high
debt burden (sovereign and private) of some
countries and high financing costs. At the same
time, the United States still needs to reach
an agreement that offers a more definitive
solution for financing its present deficit and for
managing the deficit in the future.

In Japan, it remains to be seen whether the
recent strong monetary expansion will be
sufficient in current international conditions —
where many countries are turning to exports as
away outofthe crisis—to stimulate a devaluation
of the yen and boost competitiveness. In that
scenario, should doubts grow regarding the
sustainability of the advanced economies’ fiscal
policies, the sovereign risk premiums of those
economies could rise, with a significant impact
on the global economy.

In the case of emerging economies, a
ditferentiation should be made between first-
order and second-order risks. First-order risks
are related to policies adopted in emerging
countries that are large enough to affect other
countries or even the world economy. This
is the case of China and, to a lesser extent,
the other BRICS countries, where fiscal and
monetary policies and the regulation of cash
inflows have an impact on competitiveness and
international trade because they affect credit,
investment and consumption levels, as well as

A perspective on Latin America and the Caribbean



the real exchange rate, among other variables.
Moreover, the sustainability and credibility of
their policies tend to affect the risk differentials
of emerging economies as a whole.

Second-order risks refer to possible damage
caused by the crisis (through international
trade) and by market pessimism (through
financial conditions) in the advanced
economies and other emerging economies.
After several vyears of depressed global
activity and strong domestic support in those
economies, the maneuvering room of fiscal
policies, as well as public financial resources,
has shrunk, increasing vulnerability to external
impacts. In that scenario, there is greater risk of
a widespread slowdown in economic activity
because emerging countries cannot counter
weak growth in the world economy with the
strength of their domestic demand.

In LAC, one of the most important medium-
term risks is a reduction in the contribution
made by the terms of trade to income growth,
which was particularly high throughout
the last decade. This risk is more significant
in economies that are highly specialized in
producing and exporting commodities, where
terms of trade growth has been responsible in
recent years for at least one third of growth
in available national income and domestic
demand (ECLAC 2013c). In addition, in several
countries of the region, the rising prices of
commodities and the consequent improvement
in the terms of trade was translated into greater
public savings, subsequently being used to
implement public social and redistributive
policies. A change in the international price
trend would have important implications for
the domestic demand growth rate and, in the
current context of global deceleration, the
region’s growth rates.

The trend of falling prices for the region’s
export products will have an impact on
the terms of trade, albeit to different de-
grees among the different countries

Estimates by ECLAC (2013c) and the IMF (2013c¢)
point to a consolidation of GDP growth at 3% in
2013 (same as 2012) and a slight acceleration, to
3.4% in 2014. Available data suggest that most of
the economies of the region, especially Venezuela,
Mexico, Ecuador and Costa Rica, will experience
a slowdown in the rate of GDP growth this
year. Paraguay is the main exception, given the
double-digit growth rate expected for 2013 due
to an expansion of agricultural activity and the
construction sector. On the other hand, slower
growth in the Asian economiesis having an impact
primarily in the South American countries, and
the falling prices of several of the region’s export
products are having a differentiated impact on the
economies of the region.

Although the growth prospects of the
prices of LAC’s key export commodities are
toward stabilization and even decline, they
are expected to remain high in comparison
with historical levels. In the short-term, that
is, the rest of 2013, the price of mining and
metal products as a whole is expected to fall
moderately as compared to 2012. In turn, the
forecasts of low world growth and deceleration
of demand, especially in the Eurozone, caused
oil prices to fall in the first half of 2013.
Nevertheless, the tensions in the Near East
associated with the imminent attack on Syria
once again spurred an increase in crude oil
prices, reaching their highest level in the last
two years. Food prices, meanwhile, have also
tended to fall thus far in 2013, especially due
to the performance of sugar and oilseed prices,
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production of which recovered last year (see
Figure 4 and the chapter entitled the Context
of the Agricultural Sector).

In LAC, the impact of variations in international
commodity prices will be mixed, depending on
each country’s exportstructure. The terms of trade
for the region as a whole are expected to remain
stable, mainly due to the performance of Brazil
and Mexico, whose diversified structure makes
them less sensitive to short-term fluctuations in
the terms of trade. In 2013, some of the main
exporters of agroindustrial products (Argentina,
Paraguay) will likely experience a deterioration
in the terms of trade, as will exporters of mineral
and metals (Chile, Peru) and, to a lesser extent,
exporters of hydrocarbons (Bolivia, Colombia,
Ecuador, Trinidad and Tobago and Venezuela).
Only the Central American and Caribbean
countries, net importers of most food and energy
products, can expect a mild improvement in
their terms of trade in 2013 (ECLAC 2013c).

Figure 4. Latin America: price indexes for
export commodities and manufactured
goods; three-month moving average, January
20009 to July 2013 (2005 -100)
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PoLICY RECOMMENDATIONS

The economies of the region should
undertake structural reforms to make
their exports more competitive

In a scenario where global economic activity
has yet to recover, opportunities for export-led
growth are increasingly few and far between,
making it essential for the economies of the
region to undertake structural reforms to boost
the competitiveness of their exports. Many
economies have taken steps to implement
a series of multiple-purpose labor and tax
reforms, namely, to increase tax revenues,
reduce the fiscal deficit, spur employment and
encourage investment.

In the area of labor reform, Mexico’s case
is noteworthy. In 2012, it introduced new
types of contracts and payment by the hour,
as well as regulations for subcontracting and
telecommuting, among other measures. Brazil
is implementing tax reforms that include
restructuring contributions to social security
with a view to benefitting labor-intensive
activities. Other countries in the region have
also made progress in these areas, primarily
relating to the formalization of telecommuting
and domestic work (ECLAC 2012a).

The tax reforms implemented in the region are
a mixture of provisions aiming to strengthen
investments' and consumption,? and to boost

1. The following measures are included in this category: lower taxes on the sale of
industrial goods and, under certain conditions, vehicles and fuel (Brazil, Mexico,
Uruguay); accelerate the depreciation of capital goods (Brazil); increase exemp-
tions and subsidies to priority sectors and to small- and medium-sized enterprises
(Brazil, Uruguay); and bolster subsidies for financing agricultural and industrial
activities (Brazil).

2. The following measures are included in this category: reduce the income
tax rates of salaried workers and lower-income individuals (Guatemala,
Chile); increase tax credits with deductions for education spending (Chile,
Mexico); exempt the value-added tax (VAT) of purchases by beneficiary
families covered by income transfer programs (Uruguay).
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tax revenues® (ECLAC 2012a). As a result of
these measures and reforms, the tax burden is
likely to be greater in 2013, at least in Chile,
Dominican Republic, Ecuador, El Salvador,
Guatemala and Peru, which could create more
room for maneuver for fiscal policy, although
the adverse effect on tax collection of weaker
consumption must be taken into account.
Finally, the volatility of export commodity
prices will continue to create budgetary
tensions in some economies.

Reforms are also needed in other areas,
especially to ensure that fiscal resources and
foreign capital inflows are channeled to areas
presenting the main structural constraints to
growth in the LAC economies. Bottlenecks
have been identified, mainly in the areas of
infrastructure, technology and education,
and labor force training (OECD 2013a). The
main challenges in the region appear to be the
poor quality of educational systems (where
access is not universal), high levels of informal
employment, insufficient and scant regulation
of infrastructure systems and high barriers to
competition and to investment by national and
foreign companies (OECD 2013b).

LAC needs to strike a balance between maintaining
incentives for domestic demand and promoting poli-
cies to boost investment, especially for the production
of high- productivity, tradable goods

On the domestic front, the main challenge
facing the LAC countries is to determine
how to change their focus from stimulating
domestic demand to increasing and stabilizing
investment, especially in areas that will have an
impact on the competitiveness of the region’s

3. This category includes the following measures: inctease the tax rate for
companies’ profits and distributed dividends (Chile, Costa Rica, Ecuador,
El Salvador, Guatemala); general income tax increase (Colombia, Ecuador);
greater control over deductible costs and expenditures (Guatemala); higher
taxes on financial services (Ecuador); foreign assets and purchases (Argenti-
na, Ecuador); vehicle registration and circulation fees (Guatemala, Uruguay);
and cigarette sales (Chile).

exportgoods and services. In the past decade, the
contribution of non-export GDP (consumption
plus investment) to growth followed a
rising trend, with consumption making the
largest contribution. This was affected by the
procyclical behavior of investment, whose
contribution to growth has fallen as a result of
the recent slowdown. The growth of aggregate
demand, and economic growth itself, by way of
the so-called acceleration effect, largely explain
the evolution of investment in the region
(ECLAC 2013c).

The countries of the region should promote
fiscal and financial policies that support
investment and structural change with a view
to transferring resources and labor from low
productivity, non-tradable sectors to tradable
sectors with high productivity. The objective
would be toreduce dependence on consumption
as the variable underpinning growth, which is
already showing signs of exhaustion. According
to ECLAC (2013c), the measures set out in
Text Box 1 can support investment in high-
productivity tradable sectors.

The economies of the region need
to address the side effects of the
unconventional monetary policies
implemented in recent years

In 2012, inflationary pressure fell throughout
most of LAC, making it possible to maintain
benchmark monetary policy rates at historical
lows, in some cases despite growth in the money
supply. Other monetary policy instruments
were implemented to curtail excessive liquidity
expansion and thereby maintain growth in
domestic demand. In this connection, many
LAC countries implemented macroprudential
policies, for example to increase monetary
reserves, and countercyclical policies, to
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improve macro-financial stability and attenuate
the risks associated with the performance of
international financial markets.*

Even though most of these policies have been
successful and helped to boost investor and

4. These include the following measures: implementation of reserve requirements to promote the use of national currencies (Bolivia, Paraguay, Peru, Uruguay) in order

consumer confidence, they also generated
side effects that may increase the risk of
unsustainability in the medium term;
accordingly, these side effects need to be
addressed. In some countries, the sustained
growth of credits in national and foreign

to avoid excessive household debt (Colombia) or to prevent systemic liquidity crises (Costa Rica); establishment of reserves for countercyclical purposes (Ecuador) to
attenuate risks associated with interest rate changes (Bahamas, Ecuador, Paraguay), or to give more authority to central banks (Argentina, Guatemala) (ECLAC 2013).
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currencies, which resulted in increased
leverage of companies and households, raises
the default risk in a scenario of exchange rate
devaluation and higher monetary policy rates.
In addition, in some cases, favorable credit
conditions considerably boosted asset prices,
which could intensify speculation in some
markets. For example, if international oil prices
start to climb in the coming months because of
armed conflict in the Near East, or food prices
drop from forecasted values, price levels in
those countries could climb sharply. All this
suggests the need to strike a balance between
stimulating demand, by facilitating access to
credit, and managing the risks associated with
growing business and household debt and
possible market overheating.
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Context of the Agricultural Sector

A sector highly vulnerable to economic, market and climatic uncertainties.

Facts

The best way to meet the challenge of sa-
tisfying growing food demand is by boosting
the productivity of the factors of production.

Linking consumers with the food supply
will become more difficult by 2050, when
roughly 70% of the world’s population will
live in cities, farther away from the areas
where foodstuffs are produced.

Extreme weather events, unstable commo-
dity prices and the deceleration of the glo-

TRENDS

Data on the performance of agriculture
in LAC shows that it varied from
country to country

The volume of LAC’s agricultural production
or real agricultural value added (AVA') grew by
2.7% in 20112, well below the growth of the

1. Refers to the AVA index in real terms, which is an index of production vol-
ume, given that each of its components is weighted for the value of production
during a base period.

2. At the time of writing this chapter, no figures on AVA were available for
2012; however, reference is made to preliminary data for some LLAC countties
later in the text.

bal economy pose a threat to the positive
performance of agriculture in Latin America
and the Caribbean (LAC).

The use of genetically modified organisms
(GMOs) is increasing in some countries of the
region, along with the controversy surrounding
their use.

Family farming plays a key role in improving
nutrition and food security.

region’s overall gross domestic product (GDP)
of 4.3%. Figure 5 shows that the growth of
AVA varied from one country to another due
to the very dissimilar conditions, with no clear
pattern in performance across the subregion.
The countries that performed best in 2011,
with growth rates above 6%, were Chile
(11.85%), Jamaica (9.8%), The Bahamas
(7.18%), Antigua and Barbuda (6.83%), St.
Kitts and Nevis (6.71%), Ecuador (6.39%) and
Dominica (6.02%). At the bottom of the figure
are St. Vincent and the Grenadines (-14.37%),
St. Lucia (-6.49%) and Belize (-5.51%),
with significant declines in AVA of 5% or
more. Outside LAC, even the United States
experienced a significant fall in the volume of
production (-13.60%) in 2011; however, as
noted below, farm incomes increased due to
improvements in relative prices.
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If the growth of AVA is compared with the
growth of overall GDP in 2011, at least three
groups of countries can be identified (Figure 5).
In the first group of countries, AVA performed
better - in some cases significantly better - than
the rest of the economy, as was the case in
Chile, Jamaica, Bahamas, St. Kitts and Nevis,
Honduras, Dominican Republic, Grenada and
Brazil. The exceptional growth of Chilean
agriculture was driven mainly by its dynamic
fruit exports (e.g., cranberries, cherries and
table grapes) while in Jamaica it was the result
of monetary expansion policies that improved
the distribution of credit, which increased by
5% in overall terms, with a notable growth
of 18% in credit for the agricultural sector
(ECLAC 2012a).

In the second group of countries, growth of
AVA was positive but less than the growth
of overall GDP. This group includes Ecuador,
Uruguay, Suriname, Peru, Paraguay,
Venezuela, Guatemala, Bolivia, Nicaragua,
Colombia, Costa Rica and Guyana. In some
of these countries, the economy as a whole
performed well, achieving growth rates of 7.8 %
(Ecuador), 6.9% (Paraguay) and 6.8% (Peru)
due to the high prices of raw materials such
as oil, gold and copper, and expansive policies
to strengthen domestic demand, among other
factors. In Paraguay, the economy benefited
from the greater dynamism experienced by the
agricultural sector, especially the strong upturn
in the soybean sector.

Figure 5. Inter-annual growth of GDP and AVA in the Americas (in percentages, 2011).
Countries in descending order of growth of AVA-Volume.
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Finally, in the third group of countries AVA
declined, even though the economy grew
overall, with the sole exception of Trinidad and
Tobago, where the economy also contracted.
The most noteworthy case is Panama, where
GDP grew by 10.6% and AVA fell by 2.88% in
2011. This situation appears to be the result of
the lack of governmental programs to support
the agricultural sector and, in particular, the
discontinuation of the guarantee fund, the
purpose of which was to support producers with
the repayment of loans granted by banks or
cooperatives. Exports of the following products
also fell significantly: banana (22.6%); melon
(22.6%); watermelon (81.1%); pineapple
(26.2%); coffee (43.2%); beef (98.2%); and
hides (28.9%) (ECLAC 2012b).

The volume of agricultural production may grow
or decrease, but what happens with regard to
the purchasing power of agricultural income?
As shown in Figure 5, the performance of AVA-
Income,’ which is a measure of real income from
all the factors of production (land, capital and
labor), reveals that the volume of production rose
in some countries and income in most of them.
However, in other countries the opposite was
true; in other words, volume grew and income
fell (Brazil, Guatemala and Costa Rica) or the
volume of production fell, but income increased
(Mexico, Trinidad and Tobago and the U.S.). The
reason for this was the evolution of agricultural
commodity prices in relation to the evolution
of prices of all goods and services (inter-sectoral
terms of trade). The results show thatin 2011 the
agricultural terms of trade were very favorable
(especially as regards incomes and purchasing
power) for farmers in Argentina, Honduras,
Nicaragua, Paraguay and Jamaica.

3. AVA-income measures the return on all the factors of production (land,
capital and labor) and could be termed agricultural factor income, since it rep-
resents the total value generated by a production unit. It is calculated as AVA
in local currency divided by the implicit GDP deflator (as an indicator of the
evolution of prices of goods and services throughout the economy). There-
fore, it is a measure of the purchasing power of agricultural sector incomes
(Paz et al. 2009).

Preliminary growth estimates for the
agricultural sector in 2012 show that the
Americas were severely affected by extreme
weather conditions and by a revaluation of
the exchange rate, which particularly affected
non-dollarized, export-oriented countries.
In the U.S., AVA declined by 3.7%, although
the figure was lower than the one recorded in
2011 (13.6%). In Colombia, the main reason
for the low growth of AVA was the revaluation
of its currency, which had an impact on key
sectors in rural areas, including flower, coffee
and banana producers. In Paraguay, overall
GDP fell by 1.8% in 2012, due to a strong
contraction in the agricultural sector, the most
important in the Paraguayan economy. This
was due to the severe drought that affected the
country at the end of 2011 and beginning of
2012, which led to a sharp decline in yields of
the main crops.

In other LAC countries, the situation in
2012 was more encouraging. In Belize, the
economy improved thanks to a recovery in its
agricultural sector, due mainly to a significant
increase in sugarcane production and a more
moderate increase in citrus and banana
production (ECLAC 2012c). Mexico reported
a real annual growth rate of 6.7% and, despite
climatic and sanitary problems, the growth
rate for agriculture was higher than that for
the national economy as a whole (3.9%).

Movements in international commodity
prices varied from product to product

After February 2011, the FAO Food Price
Index (2013a), which measures international
food prices and their components, began a
downward trend; however, from January to
June 2013 prices rose by an average of 0.91%
over the same period of the previous year, as a
result of increases in the prices of dairy products
(20.4%), grains (7.7%) and meat (0.9%).
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The significant rise in dairy prices was due
to the hot, dry weather in Australia, which
led to a sharp fall in milk production and,
consequently, in the production of milk by-
products.

The increase in the food price index would have
been greater had it not been for substantial
reductions in the prices of vegetable oils and
sugar. The inter-annual variation in the FAO
price index up to June 2013 (2013a) was
-20.4% in the case of sugar and -15.4% for
oils. The falls in sugar prices were the sharpest:
from an average of approximately USD 578
per metric tonne in 2011, to USD 471 in 2012,
and USD 373 in June 2013.* However sugar
prices remain 68% above the average for the
base year used for comparison (USD 222/mt
in 2005) (Indexmundi). Sugar production has
increased significantly in countries such as
Brazil, Colombia, Mexico and India, and a world
record of 175 million metric tonnes is expected
for the period 2013-2014 (Haley 2013).

In June 2013, the prices of palm, soybean and
sunflower oil were down 39% from February
2011, 17% from April 2011 and 14% from
May 2011, respectively. By contrast, the price
of olive oil has risen steadily since June 2012,
with a 30% increase, annualized to June 2013.
The fall in soybean oil prices is due to high
production in South America, while palm oil

4. Sugar, Free Market, Coffee, Sugar and Cocoa Exchange (CSCE), contract
No. 11 nearest future position, US cents per pound.

prices have suffered since European lawmakers
endorsed proposals to limit the use of biofuels
in that region’s transport sector and the United
States Department of Agriculture (USDA)
forecast large soybean stocks (FEDAPAL 2013).

Decline in LAC'’s agrifood exports’

The fall in global agrifood trade is due to the
economic downturn in developed countries
and the slowdown in China’s economy. Against
this backdrop of a contraction in global trade,
LAC was slowly recovering from an 11% fall in
agrifood exports in 2009; however, preliminary
figures for 2012 show that the region’s agrifood
exports fell by 0.5% (strongly affected by the
reduction in the Southern Cone’s exports of
raw materials to China). Argentina accounts
for over 20% of regional agrifood exports but,
according to ITC data (2013), its exports fell by
4% in 2012.

Although the growth of LAC’s agrifood
exports has slowed due to the global economic
conditions, from 2005 to 2012 they increased at
an average annual rate of 11.4%, higher than
the 9.9% average growth rate of global agrifood
exports, according to CAESPA calculations,
based on ITC figures (2013).

5. LAC trade refers to the aggregate trade of 30 countries: (Argentina (ARG),
Bahamas (BHS), Barbados (BRB), Belize (BL.Z), Bolivia (BOL), Brazil (BRA),
Chile (CHL), Colombia (COL), Costa Rica (CRI), Dominica (DMA), Domini-
can Republic (DOM), Ecuador (ECU), El Salvador (SLV), Grenada (GRD),
Guatemala (GTM), Guyana (GUY), Haiti (HTT), Honduras (HND), Jamaica
(JAM), Mexico (MEX), Nicaragua (NIC), Panama (PAN), Paraguay (PRY),
Peru (PER), St. Lucia (LCA), St. Vincent and the Grenadines (VCT), Suriname
(SUR), Trinidad and Tobago (T'TO), Uruguay (URY) and Venezuela (VEN).
Data on these countries is available for the entire 2005 -2012 period in the
International Trade Center (I'TC) database.
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Figure 6. Real effective exchange rate
index for LAC's agrifood exports, 2012
(2005=100).
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Source: IICA (CAESPA) based on United Nations data
(COMTRADE), exchange rates from ERS/USDA and the
World Bank and Central Banks for some Caribbean coun-
tries, and inflation figures from IMF and EUROSTAT.

The appreciation of local currencies against
the US dollar (the most prolonged since the
1970s) has made the agrifood exports of most
LAC countries less competitive and benefited
the agricultural exports of the United States.
Of the 33 countries included in the analysis,
21 experienced a real effective appreciation®
of their local currencies, ranging from 40% in
Venezuela to 0.7% in the Bahamas (Figure 6).
In Trinidad and Tobago, Honduras, Colombia,
Uruguay, Costa Rica and Paraguay, the real
effective appreciation has been more than 20%
since the base year of 2005. In another group
of 10 countries, agricultural exports benefited
from the devaluation of their currencies against
those of their main trading partners. Argentina
leads this group with a 28.2% devaluation rate
with respect to the base year of 2005, followed
by Mexico (8.9%), Antigua and Barbuda
(8.8%) and Dominican Republic (8.6%).

6.'This means that a country’s local currency is stronger, in terms of purchasing
power, than the currencies of its trading partners, which in turn implies that the
country’s exports are perceived as being more costly abroad. CAESPAs calcula-
tons use bilateral exchange rates (local currency/foreign currency), deflated
by the consumer price index of each country and weighted according to their
main trading partners’ share in the agricultural exports of the last three years.

PRrROSPECTS

International prices will remain high in
nominal terms but fall in real terms

International commodity prices will remain
high in nominal terms (without taking account
of inflation) in the coming decade (2013-
2022) with respect to the previous decade
(2003-2012), a period that included the price
peaks stemming from the crisis in 2007-2008,
the heat wave in the former Soviet Union
countries and the droughts in the U.S. and in
Europe (OECD/FAO 2013). However, if the
base period of comparison is changed to 2010-
2012, only the nominal price projections for
dairy products, fishery products and biofuels
will be higher than for that period.

In real terms (discounting the effects of
inflation), all commodity prices projected up
to 2022 (with the exception of beef, pork and
tish) will be below the average prices of the
previous decade (see Figure 7).

Pork, beef and fish prices are projected to rise
by 3.4%, 3% and 1.1%, respectively, over the
coming decade.

Among the prices that are expected to fall
by more than 20% in real terms are those of
cotton (29%), raw sugar (28%), coarse grains
(28%), wheat (23%) and oilseeds (23%).

In the shorter term, according to the USDA’s
price forecasts for the 2013-2014 harvest,
record production levels are expected to push
down the prices of most grains and oilseeds.
As a reference, maize prices in the U.S. are
projected to be USD 189/t for the 2013-2014
harvest period, well below the price levels for
the 2012-2013 harvest (between USD 266/t
and USD 301/t). Soybean and wheat prices
are expected to fall by 26.6% and 11.4%,
respectively. The exception is rice, the price of
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Figure 7. International prices of agricultural
commodities in real terms (percentage
changes 2013-2022 v. 2010-2012)
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Source: OECD/FAO 2013.

which will increase by 2% in 2013-2014, to
USD 335/t, barely above the levels seen in the
last five years (Glauber 2013).

On the other hand, the prices of meat, eggs
and dairy products will tend to rise in the
short term, driven by the record prices of raw
materials used for animal feed such as maize,
soybean and alfalfa. For example, in 2012 the
milk-to-animal feed price ratio in the United
States fell to 1.52, when historically this ratio
has been even more than 3 (Cessna). Given the
longer response times for livestock production,
beef prices will likely increase more slowly than
other meats in reaction to the shock of high
animal feed prices. The pressure on production
costs of meat and dairy products will tend to
ease toward the end of 2014, when the effects
of lower raw material prices are felt.

World cotton stocks have increased for the
most part, because of China’s policies designed
to support its domestic prices, which are well
above international prices. At the same time,
Brazil (the Southern Region’s leading cotton
producer) has reduced its cotton production
by nearly 30%, attracted by better maize and
soybean prices. Adjusted stock-to-use ratios
will support international prices during 2013;
however, the lower prices expected for maize
and soybean will push cotton prices upwards

in the short term, but much will depend on
whether or not China maintains its policy of
supporting domestic prices (USDA 2013).

The prices of tropical products, such as
bananas, coffee and cocoa are also expected to
fall during the 2013-2018 period by an annual
average of 3.3%, 2.9% and 3.7%, respectively
(IMF 2013). Coffee prices will remain low
despite production cuts resulting from the
effects of coffee rust disease in Central America,
Colombia and Peru; however, these cuts will
be offset by a record harvest in Brazil for the
2013-2014 period (Safras and Mercado 2013).
Nevertheless, even this forecast is uncertain, as
the most recent USDA projections predict a 3%
fall in world coffee production, of which 1.7%
corresponds to declining production in Brazil
(FAS 2013).

Peaks or cycles in international prices
will become more frequent and more
pronounced

International prices vary from month to month,
in response to changes in the conditions of
supply and demand that are specific to each
product, but are also influenced by variables
common to all products (e.g., macroeconomic,
climatic, political and social factors). Some
variables have prolonged effects on prices and
therefore affect the long-term trend. Others
have impacts in the short term, affecting the
volatility and seasonality of prices.

It is important to emphasize that international
prices have been much less volatile over the
last two years,” less than they were even before
the crisis of 2007-2008. Volatility refers to
fluctuations in prices, which may rise or fall to
different degrees, due to random factors with
very short-term effects, many of which are
impossible to predict or remedy. Indeed, the
volatility® seen in international commodity
prices during the last 28 months (up to April
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2013) is at a historical low:? oranges 6.9%,
banana 4.8%, cocoa 3.7%, coffee 2.6%, sugar
2.5%, wheat 2.5%, rice 2.3%, maize 2.1% and
soybean 2.1%.

Seasonality,'® another source of price variation,
has also tended to decrease over the years. For
example, the standard deviation of prices due
to seasonality for perishable products, such as
oranges and bananas, was 14.2% and 11.8% in
the 1980s, but in the last 28 months (to April
2013) fell to 9.3% and 2.7%, respectively.
Non-perishable commodities enjoy more
stable prices during the year, but seasonality
has even declined in their case in recent
years. For example, the standard deviation
of international prices due to seasonality is
currently 1.7% for maize (whereas in the
1980s it was 3.7%), 1.3% for coffee (2.8%),

1.7% for wheat (3.0%) and 2.3% for soybean
(2.8%). Trade liberalization, information,
greater competition in agricultural markets,
improved storage technologies and increased
investment in refrigeration infrastructure, all
help to maintain a greater balance between
supply and demand for products, which allows
for greater price stability during the year.

The main components of price instability are
cycles or peaks in international prices, which
have become greater and more frequent in
recent years (see Text Box 2). These cycles,
unlike the volatility and seasonality discussed
previously, are the result of variables with
more prolonged effects on supply, demand and
prices. Pests and diseases or extreme climatic
conditions, which are geographically localized,
are examples of variables that would have a
medium-term impact, specific to each crop or
agricultural activity. Other variables, such as
changes in interest rates, exchange rates or
the economic recession would have broader
effects, common to all products.

Table 1 shows the peaks in international prices,
which have increased dramatically for most of
the selected products. Coffee prices deviated
36% from their long-term trend during the
last period analyzed (2011-April 2013), a
percentage never seen before. This cyclical
variability of coffee prices will be further
accentuated over the next three years, due
to the effects of coffee rust disease in Central
America, Colombia and Peru.'"" With regard to
maize, the effects of one of the worst droughts
in the history of the U.S. resulted in prices
deviating 30.6% from their long-term trend
during the last period, a figure three times

7. The press and even many technical journals mention an increase, not a reduction, in volatility but this is because they generally refer to price changes from any source or
of any type. In this section, a distinction is made between changes due to a long-term trend, and those explained by seasonality and price cycles; the remainder are due to the

erratic or random component that is termed volatility in this section.

8. Calculated as the standard deviation of the irregular component of the series after isolating the trend, cycle and seasonality of the series, using the X12-ARIMA econo-

metric procedure (US Census Bureau).

9. For the petiods 1991-2000 and 2006-2010, the volatility rates were (8.8%0 and 6.8%), (10.8% and 9.0%), (3.2% and 3.7%), (5.7% and 3.5%), (4.1% and 3.6%), (3.0% and

4.6%), (3.7% and 9.8%), (2.4% and 3.0%) and (2.7% and 3.5%) respectively.

10. Seasonality is a distinctive feature of agriculture, because harvests last for a few months, whereas products are consumed throughout the year, and prices increase during

periods of scarcity and fall during periods of abundance.

11. In other words, coffee prices are below their long-term trend, but will tend to rise due to the effects of coffee rust disease on the world coffee supply.
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Table 1. International price cycles for selected products?
(January 1980-April 2013).

Product 1980- 1991-  2001- 2006- 2011-Apr
1990 2000 2005 2010 2013

Coffee 18.7% | 23.5% 77% | 13.7% 36.0%
Maize 14.1% | 154% | 103% | 35.3% 30.6%
Sugar 36.7% | 12.9% | 124% | 32.0% 30.1%
Wheat 76% 9.9% 9.0% | 33.2% 21.9%
Soybean 15.1% 89% | 173% | 31.2% 18.9%
Cocoa 11.2% 85% | 13.5% | 13.1% 13.7%
Rice 12.0% 9.1% 46% | 43.7% 9.2%
Oranges 3.7% 6.4% 9.3% | 19.4% 5.7%
Bananas 5.3% 79% | 14.4% 9.1% 5.4%

Source: CAESPA, based on IMF data 2013.

Note: Data related to standard deviations of changes around the
long-term trend (upward or downward), after eliminating the
components of volatility and seasonality. The X12-ARIMA method
(US Census Bureau) and the Hodrick-Prescott filter were used.

® Maize (U.S. No. 2 yellow), FOB prices Gulf of Mexico); Coffee
(other mild Arabica varieties, cash price of the International
Coffee Organization, New York); Soybean (Chicago futures con-
tract - first forward contract); Wheat (hard wheat No. 1, FOB
price Gulf of Mexico); Banana (Central America, Ecuador, FOB
price in US ports.); Rice (5% broken, white, Thailand); Sugar
(Free Market, Coffee, Sugar and Cocoa Exchange, contract No.
11 nearest future position); Oranges (CIF price in France); Cocoa
(International Cocoa Organization, CIF price in European ports).

higher than between 2001 and 2005. For their
part, sugar price cycles have responded to price
stimuli applied in the past that significantly
boosted the sugarcane harvests of key
producers such as Brazil, Thailand, Australia
and Mexico, creating a world sugar surplus. At
the same time, China reduced its international
sugar imports, because of increased domestic
stocks. Finally, the price cycles for wheat,
soybean, cocoa, rice, oranges and bananas are
more similar to those observed in the past. The
reasons for the scale and frequency of price
cycles are explained in Text Box 2.

Agriculture, particularly family far-
ming, will be essential for improving
nutrition and food security

Over the last two decades, LAC has made
significant progress in reducing hunger,
under-nutrition and malnutrition; however,
the percentage of children suffering from
emaciation and moderate or severe growth
retardation continues to be high. Despite the
advances achieved by the region as a whole,
several countries show alarming levels of
malnutrition: more than 30% of the population
in Haiti and Guatemala, and more than 20%
in Paraguay, Bolivia and Antigua and Barbuda
(FAO 2013b).

Atthe same time, the number of people affected
by food insecurity is greater in rural areas
than in urban ones (on average 15 percentage
points higher); it is also highly seasonal, due to
the limited availability of, and accessibility to,
food during non-harvest months (FAO 2013b).

In addition to malnutrition, the rapid increase
in the prevalence of overweight and obesity is
emerging as a new health threat in LAC. The
figures for the region are comparable to those
of developed countries (around 40 out of every
1000 inhabitants) expressed in terms of the
indicator of years of life lost due to disability,
overweight and obesity (FAO 2013b).

In this context, it is important to emphasize
the enormous potential of agriculture -
particularly family agriculture- to influence
nutritional levels in LAC. An obvious way
to have an impact in this regard would be to
improve productivity in family agriculture,
which would translate into increased food
availability and higher incomes for rural
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families. If these efforts were complemented
with actions to educate women and give
them autonomy, improve health and
environmental conditions, promote a
shift toward a diet of healthy foods and
supplementation with micronutrients, and
provide care for children and the family in
general, they would bring about a sustainable
improvement in the nutritional status of the
rural population (Smith and Haddad 2002).
Increased food production, together with
the efficient operation of markets, is the
appropriate formula for a sustainable food
supply throughout the year in rural areas
(Haddad 2002; IFPRI 2012).

Another way to improve nutrition in LAC
is through increased production of foods
with a high nutrient content. For example,
native potatoes are known to have excellent
organoleptic properties and provide significant
quantities of protein, fiber, minerals, carotene
and natural antioxidants (Monteros efal. 2011).
Many other products rich in micronutrients are
produced by family agriculture, such as beans
(67%), yucca (84%), maize (49%) and milk
(52%) in Brazil; maize and beans (30%) in
Colombia; potato (64%), onion (85%), maize
(70%) and mutton (83%) in Ecuador (FAO
and IDB 2007).

Family agriculture tends to use mixed and
integrated production systems, which are more
resilient to adverse climate conditions (Altieri
2011). These systems provide a constant source
of income for the family (Seo 2010; Kurosaki
2010) and are labor-intensive; therefore,
they create employment opportunities on the
farm (Immink and Alarcon 1993), reduce risk
through diversification —equivalent to having a
type of insurance when market failures occur—
and increase the supply of nutrient-rich foods
for the family (Immink and Alarcén 1993).

Bilateral and regional negotiation
processes will intensify

The region is engaged in an intense process
to conclude agreements on trade, economic
association and customs unions, some of which
will enter into force in the short term while
others are currently under negotiation. Among
the most important are the Transatlantic Trade
and Investment Partnership (TTIP) between the
U.S. and the EU, the Pacific Alliance, the Trans-
Pacific Strategic Economic Partnership, the
negotiations between various LAC countries and
the European Free Trade Association and with
the Bolivarian Alliance for the Peoples of America
(ALBA), as well as Bolivia and Suriname’s
negotiations for accession to MERCOSUR.
In addition to regional negotiations, various
bilateral agreements are being negotiated or
will enter into force either this year or next
year, including the Argentina-China customs
agreement and the Peru-Persian Gulf States,
Peru-Japan, Colombia-Israel, Japan-Singapore,
Chile-Thailand, Central America-Korea and
Ecuador-EU negotiations, among others.

It is estimated that, once fully implemented,
the recently announced Transatlantic Trade
and Investment Partnership between the
United States and the European Union
could generate annual earnings of up to 119
billion Euros for the EU and 95 billion Euros
for the U.S.. Around 80% of the benefits would
come from the reduction of non-tariff barriers
(through the harmonization of standards) and
from the liberalization of trade in services and
public procurement. According to estimates
from the Center for Economic Policy Research,
processed food exports from the EU would
increase by 9%.

This agreement could lower prices across the
board, lead to increased competitiveness in
the business sectors of both trading partners
and lend renewed momentum to the Doha
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Round of multilateral negotiations. If this
agreement is signed, the main challenge will
be the potential exclusion and diversion of
LAC’s trade, given that the region’s most
important trading partners —in terms of exports
and imports— are the U.S. and the EU. The
effects would vary depending on the progress
made in the agricultural negotiations, where
the greatest difficulties would lie in reaching
consensus on issues such as geographical
indications, protection of intellectual property
rights and scientific justification of non-tariff
barriers. It is not clear how a scenario in which
these giant trading blocs opt for increased trade
liberalization and fewer subsidies will affect
Latin American exports. It is possible that the
negative effects of trade diversion could be
offset by the creation of trade, given that, with
the increased demand for imports, there would
also be more trade opportunities for LAC.

The greatest challenge in the negotiations
between the EU and the U.S. is the reduction
of non-tariff barriers. Latin American countries
that have trade agreements with the EU and
US would benefit from the increased growth of
trade within a framework of clearer regulations
(Langhammer 2008). The negotiations on
health and consumer protection standards (for
example, intellectual property) would have
implications for third countries, which would
have to adapt to the new requirements in
order to participate in trade.

On another front, the presidents of the four
Latin American countries that comprise the
Pacific Alliance —Chile, Colombia, Mexico
and Peru- will sign an agreement to eliminate
tariffs on 90% of the goods traded among
them. The group also proposes to remove
tariffs on the remaining 10% of goods within
seven years. These countries are linked not
so much by their geographic proximity but
by their shared interests, since they aspire
to move rapidly toward the creation of a
common market. All four countries are

advocates of free trade, with rapidly growing
economies and trade links with China and
have a combined GDP of two trillion dollars,
or 35% of the region’s total (almost equal to
Brazil’'s GDP). This group of countries, which
Costa Rica joined recently, has achieved major
progress in integrating the stock markets of
Chile, Colombia and Peru, simplifying border
procedures and harmonizing standards such as
labeling and rules of origin.

The Trans-Pacific Partnership (TPP) is
another agreement of great commercial
and economic importance for LAC. The
original signatories were Brunei, Chile, New
Zealand and Singapore, countries that share a
number of characteristics: they are open and
dynamic economies, they promote unilateral
liberalization policies and are members of
APEC. Other countries that have since joined
the TPP are Australia, the US, Malaysia,
Peru, Vietnam, Canada and Mexico, while
Japan was welcomed to the group during
the organization’s Eighteenth Round of
negotiations, held from July 15-24, 2013 in
Kinabalu, Malaysia. With Japan’s accession
to the group, the TPP will account for 40% of
global GDP and one-third of world trade. The
most controversial issues under negotiation
are intellectual property, the competitiveness
of state enterprises and the environment. The
rapid pace of the negotiations suggests that
they could conclude this year. The Nineteenth
Round was held on August 23, 2013 in Brunei.

Among the bilateral agreements concluded
during 2013 was the customs agreement
signed between Argentina and China, which
will come into effect in 2014. Implementation
of this agreement will facilitate trade with
greater controls on over-invoicing in trade
and the triangulation of goods. The agreement
is expected to give greater equilibrium to the
balance of Argentina, whose second most
important trading partner is China.
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LAC’s agrifood market offers great
potential for intra-regional growth

There is much rhetoric but little action in LAC
with regard to the issue of economic and tra-
de integration. Intra-regional agrifood exports
account for just 15.9% of LAC’s total agrifood
exports (Figure 8), compared with nearly 60%
in the EU and 50% in Asia. In fact, inter-regio-
nal trade in the Southern Region is barely 7%.
In response to the downturn in their leading
markets (U.S. and EU), the LAC countries are
looking for new markets for their agricultural
exports. Intra-regional trade increased, but
not sufficiently to reach its full potential, gi-
ven that the region is enjoying macroeconomic
stability, incomes are growing rapidly and the
population’s eating habits are changing.

The comparison of the figures for 2003-2005
and 2009-2011 shows that intra-regional trade
increased by 1.7% (from 14.2% to 15.9%), while
exports from LAC to Asia increased by 7.6%, in
both cases to the detriment of the share of exports
to North America, which fell by 4.3% during the
same period. In terms of growth, intra-regional
agrifood exports are growing at an average
annual rate of 14.1%, while exports to Asia are
increasing at an average annual rate of 17.3%.

Barriers to exports are the main obstacle
preventing LAC countries from taking advantage
of the potential of intra-regional trade. At the
global level, LAC’s agricultural exports face
higher barriers than any other region except East
Asia and the Pacific (Chaherli and Nash 2013).
Although tariff barriers to agricultural trade
are low among countries in the region, general
restrictions on exports are very high, suggesting
the presence of non-tariff barriers. For agricultural
products, at least, this is due to the fact that trade
agreements have not been successful in reducing
trade barriers among the LAC countries.

The literature also mentions the high costs
of transport services in the Southern Cone
as a limiting factor. In several countries, the
common denominators are the high logistical

costs that are difficult to quantify, in the form
of delays, losses and bribes, in addition to
deficiencies in port infrastructure and storage
facilities (Chaherli and Nash 2013).

It is important to recognize that the biggest change
in the destination of agrifood exports has occurred
in the Southern Cone countries, which increased
their percentage of exports to Asia from 29% to
38% during the same period of analysis (taking
market share away from the EU). This represented
an increase of USD 29 billion in agrifood exports
to Asia, particularly to China.

China is currently a major destination for
LAC’s exports, particularly those from the
Southern Cone. It is also the main market for
the total exports of Chile and Peru, and the
second market for Colombia. At the same time,
it has become Brazil’s main trading partner
and the second in the case of Venezuela and
Argentina. In 2012, China purchased one-third
of Uruguay’s soybean exports and during the
first half of 2012, 24.3% of Brazil’s agricultural
exports. Furthermore, agricultural trade
between China and Brazil has doubled in the
last three years, increasing from USD 8 billion in

Figure 8. Destination of LAC's agrifood
exports by region, 2003-2005/2009-2011.
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Box 3. Changes in the composition of LAC's
exports based on the products in which the
countries specialize.

In countries with large mineral or oil reserves, such
as Chile, Peru, Colombia, Ecuador and Trinidad and
Tobago, there is an increasing concentration on
metal or fuel exports, to the detriment of the share
of food exports. By contrast, in the Southern Cone,
where countries are highly specialized in agricul-
tural production, food exports have increased their
share by up to 14% since 2002 (e.g, in the case
of Uruguay). Similarly, the share of food exports in
Central American countries has increased by up to
11 percentage points, for example in Honduras,
where food exports accounted for 72% of total
exports in 2011 (based on IDB data).

2008 to USD 18 billion in 2011 (the main export
product is soybean, followed by wood pulp and
cellulose and sugar). Brazil is the second largest
supplier of soybean to the Chinese, meeting
36.9% of local demand, slightly less than the
United States, which supplies 42%.

CONCLUSIONS

In the coming decade, agricultural prices will
remain high in nominal terms but fall in real
terms. This means that countries will have to
redouble their efforts to improve investment,
productivity and efficiency in order to ensure
more sustainable sources of prosperity in
rural areas. Long-term sustainability calls for
improvements in the quantity and quality
of the food produced, food that must be
affordable and produced using fewer resources
and environmentally friendly practices.

Agricultural systems across the globe, and
therefore the prices of agricultural products,
are becoming increasingly unstable, thereby
creating a very difficult environment for
investment and decision-making. As was noted

in this chapter, the main components of price
instability are price cycles and peaks, while
seasonality and volatility have tended to decline
over time. It is necessary to adopt appropriate
measures to ensure greater price stability and
make agriculture more resilient to climatic and
economic risks, which have the most prolonged
effects on prices. Given the global nature of
these problems, it is essential to strengthen
international and regional coordination in
order to respond in a timely and effective
manner to the effects of climate variability,
price peaks, recessions in developed countries
and slowdowns in emerging economies.

At 15.9%, intra-LAC agrifood trade remains at
a very low level compared with other regions of
the world and is increasing at an average annual
rate of 14.1%, while LAC’s agrifood exports
to Asia are expanding more rapidly (average
annual rate of 17.3%). This is due to the fact
that trade agreements have not succeeded in
reducing trade barriers among LAC countries,
particularly in the case of agricultural products.
Additional constraints include the high logistical
and transportation costs between countries in
the region. Those costs, which are difficult to
quantify, are caused, among other things, by
delays, losses and bribes, as well as deficiencies
in port infrastructure and storage facilities.

PoLICY RECOMMENDATIONS

In times of great uncertainty and complexity,
it is essential that countries recognize the
importance of investing more time and
resources in strategic thinking and prospective
analysis in order to anticipate future trends
effectively and improve the decision-making
process by adopting a strategic, long-term,
holistic, multidisciplinaryand multidimensional
approach. In doing so, countries must define
clearly the goals, outputs and results they wish
to achieve as a society in the long term, and
implement accountability systems to gauge the
level of progress made. The active participation

The outlook for agriculture and rural development in the Americas —ECLAC FAO IICA—



of the public and private sectors is key, as are
processes that value and harness local expertise
and combine it with scientific knowledge.

As regards the limited integration of intra-
regional agrifood trade (15.9%), LAC countries
must redouble their efforts to strengthen
economic integration as a crucial step toward
creating economies of scale and a more favorable
context for competing in other markets outside
the region. This calls for actions to promote better
coordination among countries, reduce non-
tariff barriers to trade, harmonize regulations,
implement fewer and more transparent customs
procedures and invest in infrastructure to
improve the region’s physical integration.

The fact that agricultural growth in the
countries of the region is so heterogeneous
suggests that more dissemination, sharing and
adoption of (public and private) good practices
are needed, along with improvements in the
allocation and execution of public resources,
which would help set the countries on the
path to better agricultural performance.

Finally, the adoption of integrated agricultural
systems (which are richer in nutrients and offer
a more sustainable source of employment and
income for family agriculture) calls for more
expertise than traditional monoculture systems.
Systems should be adopted that help disseminate
information for each specific agro-ecological zone
from farmer to farmer. In addition, governments
must create an institutional framework for an
effective transition, through investment in public
goods such as agricultural extension services,
storage facilities, rural infrastructure and access
to local and regional markets.
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Chapter 2.1:
Agriculture







Agriculture!

The growth of regional agricultural production slowed during 2012 but an upturn is forecast for
2013. This trend will gain further momentum in 2014 and thereafter, thanks to a rebound in
world growth, especially in the emerging economies.

The impact of climate variability on production and the weak growth in global agricultural trade
were the main factors responsible for the deceleration of growth in agricultural production.

Facts

Weak world growth in 2012, especially in
the most developed countries and China,
resulted in a deceleration in world trade
flows, but non-tariff barriers to agrifood tra-
de also increased.

Increased climate variability, rather than clima-
te change, has reduced the yields of several
major crops, a situation aggravated by the ri-
sing cost of inputs.

Falls in the international prices of the main
agricultural commaodities allay political con-
cerns about food security but reduce produ-
cers' incomes.

Concern over the state of natural resources
and sustainable development is driving green
growth strategies and similar initiatives, which
seek to reduce dependence on fossil fuels to
meet energy needs and use more biomass
for food production and non-food uses.

In the Latin American and Caribbean (LAC)
countries, major initiatives are underway to
promote innovation in agriculture with an
emphasis on family farming; however, public
investment in research, development and in-
novation (R+D+i) in regional agriculture has
yet to take off.

1. In this chapter, ‘agriculture’ is used to refer only to the primary phase of crop production. Other activities included in the concept of expanded agriculture
(stock raising, fishing and forestry) will be addressed in subsequent chapters.
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TRENDS

Crops produced in LAC were affected
by the unfavorable global conditions in
2012

Following a recovery in 2010, agricultural
production performed well in 2011 in all the
subregions of LAC, despite the slowdown in
the growth of the global economy (see Figure
1 of Chapter 1). The exception was Mexico,
where production declined in value by -7.4%
at constant prices (Table 2), mainly due to a fall
in the volume of grain production.

Table 2. Value of crop production.

Gross production (constant 2004-2006,

in millions of US dollars) Annual growth, percentages

2008 | 2009 2010 | 2011 | 2009 | 2010 | 2011

Andean 19629 | 19943 | 19311 | 19835 1.6 =32 2.7

Caribbean 3353 3322 3406 | 3617 | -09 25 6.2

Central 5572 5404 5618 | 6143 -3.0 40 9.3

Mexico 17910 | 16868 | 17654 | 16339 58 4.7 -74

Suouthem | 76470 | 69492 | 80457 | 85145 9.1 15.8 58

Source: IICA (CAESPA) with data from FAO (FAOSTAT).

In 2012, primary agricultural production in
LAC was affected by the poor performance of
the world economy. The unfavorable economic
environment was compounded by adverse
climatic conditions and plant health problems
in some countries.

The Southern Region, an area that is crucial
to the overall performance of Latin America
and the Caribbean because of its greater relative
weight, was the subregion with the lowest
growth in 2012, in contrast with the previous
year. In part, this was due to the effects of the
slowdown in the most developed economies

and in some of the BRIC countries (Brazil,
Russia, India and China), especially China
and Brazil. In Brazil, for example, agricultural
production fell by 2.3% in 2012 (IBGE 2013),
due to a decline in the production of the main
crops, except coffee and maize. In Argentina,
on the other hand, production of wheat, maize
and barley grew, although soybean production
fell, despite the adverse climatic conditions
observed during the 2011-2012 farming year
(SIIA 2013). In Uruguay, production grew, but
2012 was a bad year for agriculture in Paraguay,
which suffered an 18% drop, due to the severe
drought and high temperatures that affected
the agricultural sector. In 2012, the area under
cultivation in Chile shrank in comparison to
2011, with falls in the production of important
crops such as wheat, oats and barley, although
rice production was up.

The performance of agriculture was different
in the Central Region and Mexico. Mexico’s
agriculture performed better during 2012
(7.1% growth according to INEGI 2013),
in comparison with the -7.4% fall seen in
2011. In Central America, the trends offer
little reason for optimism. In Costa Rica, the
pace of agricultural growth slowed during
2012 (1.7%), after reaching 2.4% in 2011.
In Guatemala, crop production did not grow.
Honduras and Belize showed moderate growth
during 2012, while Panama experienced a
contraction in its agricultural production.

Inthe Andean Region, production in Peru was
buoyant in 2012, growing at a rate of between
2.2% and 5% according to available figures
(MINAG 2013). In Colombia, agricultural
output grew by 2.6% the same year based
on a significant increase in permanent crops
(DANE 2013), while in Bolivia production
of soybean, quinoa and maize rose, although
wheat production fell. For its part, Ecuador’s
agriculture showed signs of stagnation in 2012,
affected by lower prices and a decline in coffee
production. In Venezuela, positive results were
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observed thanks to credit programs directed at
small- and medium-scale producers, although
no statistics are available for the country’s
overall crop production.

In the Caribbean, Hurricane Sandy had a very
negative impact on agriculture in Cuba and
Haiti during the second half of 2012, although
grain production in the Dominican Republic
benefited from the rainfall. Preliminary
results for most Caribbean countries suggest
stagnation or slow growth in agricultural
production (Haiti, Grenada, St. Vincent and the
Grenadines, Dominica, Barbados, St. Lucia and
Suriname), except in the Dominican Republic
(4.1% growth) and Guyana.

Climate conditions are conducive
to outbreaks of pests and affect
agricultural production in LAC

In 2012, climate variability was once again
the factor that most severely affected crops
in LAC. Floods and droughts throughout the
subcontinent not only had a strong impact on
the production of grains and oilseeds, but also
on tropical products such as coffee, banana,
citrus and sugar cane.

In the case of coffee, a combination of climate
variability, low prices and pests, resulting from
poor management of coffee plantations (low
investment and failure to renew coffee plants)
and the lack of continuity in government pest
control programs triggered a major outbreak of
cotfee leaf rust in Central America, Dominican
Republic, Peru and Colombia, though with
less impact in the last of these countries. The
biggest impact of this pest will be felt in 2013
but it will continue to cause problems in the
years ahead.

In addition to coffee leaf rust, other diseases
and pests caused major losses in LAC, especially
in banana crops (sigatoka), citrus trees (yellow
dragon disease), palms (red spider mite) and
maize (tar spot disease).

Modern technology helps tackle
climate-related problems in LAC’s
agricultural crops

Technology, particularly biotechnology,? has
become a vital element for addressing certain
extreme climate conditions (such as water
shortages) and outbreaks of pests and diseases,
through the development of resistant varieties.
For example, the US recently approved the
release of some maize varieties and Nicaragua
improved its bean productivity with the
introduction of a drought- and pest-resistant
variety. In LAC, some varieties resistant
to drought and salinity are already being
assessed by the respective national biosafety
commissions, with positive results in terms of
improved productivity.

Although LAC continues to debate the
benefits of the use of biotechnology tools
and genetically modified organisms (GMOs),
several countries regard biotechnology as a
strategic area that helps to close productivity
gaps in the agricultural sector, adapt agriculture
to climate change, control pests and diseases
more effectively and achieve more efficient use
of inputs (fertilizers, soil, water, etc.), which
accounts for the rapid growth in its use in the
region (Table 3).

2. The tools offered by biotechnology (tissue culture, molecular markers,
genetic modification, etc.) are driving the higher productivity of the agri-
cultural sector in the world’s leading food-producing countries, including
Argentina and Brazil.
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In fact, transgenic soybean is now grown widely
in Brazil, Argentina, Uruguay, Paraguay and
Bolivia. In the United States, 94% of the soybean
crop is transgenic. GM maize, canola and cotton
are also grown in the region (BBC 2013).

Table 3. Increase in the surface area of
genetically modified crops in America: a

reality?.
2008 2009 2010 2011 2012
Central* 10,600 16,600 15,400 30,029 30,400
Andean* 628,000 774,000 887,000 949,300 1,050,000
Southermn™* 40,151,000 45,772,200 52,016,678 58,131,000 65,340,000
Northern* 70,195,000 72,273,000 75,671,000 79,577,500 81,300,000
110,984,600 | 118835800 | 128,590,078 138,687,829 147,720,400

Source: cPrepared by IICA (Xinia Quirds) based on data from ISAAA 2012, USDA 2012 and Poca 2013.

*Event: Herbidde tolerance; insect resistance; herbicide tolerance / resistance to insects. Crops: soybeans, com, cotton and canola

* Central (Honduras and Costa Rica); Andean (Colombia and Bolivia); South (Argentina, Brazil, Chile, Paraguay, Uruguay); North
(Canada, USA, Mexico).
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Agricultural trade: the balance of trade
weakened in 2012

Following two consecutive years of growth
(2010and 2011), the value of LAC’s agricultural
exports fell by 1.8% in 2012, while imports
continued the upward trend that began in
2009. This resulted in a slight reduction in the
positive trade balance that LAC had achieved
for crops, which stood at USD 67 billion (see
Figure 9). In fact, agricultural imports grew at
a rate of 10% during 2012, with particularly
strong growth in grain imports in Venezuela
(almost 90%) and major increases in imports of
oilseeds in Mexico and Brazil (where harvests
were affected by drought), as well as fruits in
Venezuela and Mexico.

Figure 9. Value of the balance of trade in
crops in LAC (in millions of USD).

——Crop exporis Crop imports ——Balance of trade in crops
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Source: IICA (CAESPA) with data from ITC.

The fall in the value of crop exports in 2012 was
due to a 20% drop in coffee exports (basically
from Brazil and Colombia, the region’s leading
exporters), which the 6% growth in exports
of oilseeds and live plants was insufficient to
offset. Brazil was responsible for the increase
in oilseed exports, which account for 69% of
the region’s exports, compensating for the dip
in Argentina and Paraguay’s exports (3% and
37%, respectively).

On the other hand, the integration efforts
have not led to a significant increase in
agricultural trade between subregional
blocs (see the chapter on the Context of the
Agricultural Sector). The weak performance
of the European Union and US economies
notwithstanding, they continue to be the main
destination for LAC’s agricultural exports (37 %
and 32%, respectively in 2012). China has
become the third most important destination
for LAC’s agricultural exports (22%), followed
by Russia and Japan (6% each). However, new
forms of international exchange are being tried
out in the region, especially “energy for food”
programs, which are not necessarily based on
market principles, but rather on non-economic
considerations, such as food security, fair
trade, solidarity and even ideological affinity.
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Some cases in point are the initiatives under
way between Venezuela and countries such
as Argentina, Bolivia and Nicaragua (see the
chapter on Policies).

The severe drought that affected the United
States resulted in a sharp contraction in
maize exports (38%), creating a window of
opportunity for other countries in the region
(Figure 10). According to ECLAC figures, Brazil
exported almost 20 million tonnes of maize in
2012, nearly double the 2011 figure. For its part,
Argentina exported just over 16 million tonnes,
although for the first time Brazil’s exports were
bigger, due to the severe drought that affected
Argentina’s harvest and its restrictions on
exports of the grain. It should be noted that
Brazil has fewer advantages than Argentina
where maize production is concerned: although
it has large tracts of land available, its warmer,
more humid climate makes the crop costlier
to grow because of the need to apply larger
quantities of herbicides and pesticides.

Figure 10. Variation in the value of maize
exports in 2012 (in millions of dollars).

Brazil  Argentina Paraguay Canada Mexico Chile Peru

Source: Prepared by IICA (CAESPA) with data from ITC.

U.S. exports are expected to continue to fall in
2013, to their lowest levels since 1970, with
Brazil set to become the world’s leading maize
exporter (USDA 2013). The drought in the US
also opened up opportunities for Argentina and
Brazil to export soybean to markets formerly
supplied by that country.

Pests and diseases have had a serious negative
effect on the agricultural trade of countries in
the Central and Andean regions. The situation
will worsen in 2013, because the impact of
coffee leaf rust on exports (especially of fine or
gourmet coffees) has not yet been quantified;
hence, futures contracts for Arabica coffee
have fallen by 19% during the last year. Black
sigatoka is also affecting banana crops in St.
Vincent and the Grenadines, Guyana and
Ecuador. In the case of Ecuador, one of the
world’s leading banana producers, exports
for January-September 2012 fell by 6%, with
family farmers being forced to abandon their
crops due to low prices and a fungal infestation.

Domestic prices of leading crops were in
line with international prices but were
affected by other factors

Although international commodity prices
showed a downward trend during 2012
and the beginning of 2013 (see the chapter
on the Context of the Agricultural Sector),
the domestic prices of LAC’s principal crops
were not only affected by the performance
of international prices, but also by seasonal
factors related to each harvest, imports of each
commodity, national price-setting policies for
local markets and the application of tariffs and
other trade policy instruments. Consequently,
domestic prices did not necessarily follow the
downward trend of international prices, but
rather exhibited different trends.

For example, whereas the domestic prices of
the main crops in Central America showed
great volatility in local markets during 2011,
in 2012 and in the first months of 2013 prices
were fairly stable, with any variations due
mainly to the seasonal nature of harvests. Rice
prices also remained stable in the countries
concerned, except in Panama where they rose
by 6.4% between January and December 2012,
and 3.5% from January to April 2013.
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Figure 11. Wholesale prices of white
maize in Central America.
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In the case of maize, the main producers in
the subregion obtained good harvests at the
end of 2012 and domestic prices fell slightly
from October to December but then recovered
in the first months of 2013 (Figure 11). The
performance of beans was also affected mainly
by seasonal variations in local harvests, with
prices falling in most countries at the beginning
of 2013 due to the second harvest (the most
important for this crop in the region).

In Mexico, prices declined in 2012 and in
early 2013 with respect to the levels observed
in 2011, also as a result of the good harvests
obtained.

In South America (Brazil, Uruguay, Peru,
Bolivia and Ecuador), the average variations
in domestic prices of rice, maize and wheat
were greater than those seen in the Central
American countries. The price of rice, for
example, has risen by more than 1.4% and
2.4% monthly since April 2012 in the cases
of Uruguay and Brazil, respectively. As a
result of these increases, the price of rice in
Brazil between February and April 2013 was
16% higher than during the same period the
previous year. Wheat is another product that
has experienced rapid increases in domestic

prices in South America, particularly in Brazil
and Bolivia, where falling domestic production
forced these countries to increase their imports
from Argentina, at a time when international
prices were high.

Preliminary data on maize prices for the two
leading producersin LAC (Argentina and Brazil)
show a decline, due mainly to good harvests
this year, but also in line with international
prices, during the first months of 2013.

Although higher imports have pushed prices
up in some South American countries, the fact
is that the rise in domestic prices of the leading
crops has been mitigated by the appreciation
of local currencies against the US dollar (as
already mentioned in the chapter on the
Context of the Agricultural sector) as well as
lower import duties and tariffs (on wheat in
Brazil), the opening of quotas (for wheat flour
in Bolivia) and the release of reserves to local
markets (rice in Brazil).

In other countries, the governments have also
implemented measures to limit inflation in
food prices. For example, Venezuela has fixed
prices, Argentina has reached agreements
with supermarkets and Brazil has introduced
measures that included tax cuts on wheat
products and an import quota of two million
tonnes from the non-Mercosur zone until July
31, 2012.

PRrRoOSPECTS

The forecasts for agricultural production
for 2013 are more optimistic

Despite the decline in international commodity
prices during 2013, forecasts for grain
production (the most important food group in
the human diet) suggest record figures at the
global level, with high growth rates for coarse
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grains and wheat and slightly lower growth
rates for rice, compared with 2012 (FAO 2013).

A similar pattern is expected in the Americas,
where total grain production in 2013 (with
respect to 2012) is projected to increase by 17%
in North America (in the US it will grow by
18.3% due to the recovery in the production
of coarse grains, and in Canada by 7.4%). In
South America, an 11% increase is estimated,
driven by maize production (grain production in
Argentina will increase by 19%, while in Brazil
it will grow by 10.2%). In Central America and
the Caribbean, a 2.9% increase is projected
(grain production in Honduras will grow by
10.4%, followed by Nicaragua with 7.9%).

In the Southern Region, record grain harvests
are forecast for 2013. In Brazil, grain yields
are expected to set a new record and wheat
production is expected to recover. According to
the forecasts, the county’s agricultural output
will grow by just over 13%, though its success
appears to be in spite of export infrastructure
problems (road systems and ports that are unable
to cope with the increase in traffic). The major
growth in the grain harvest is due to a 7.9%
expansion in the area under cultivation this year
(IBGE 2013). In Argentina, sunflower, barley
and soybean production are projected to increase
during the 2012-2013 farming year (SIIA 2013),
while wheat production will fall (due to severe
drought followed by too much water), along with
maize (a reduction in the area under cultivation,
displaced by soybean) and rice. In Uruguay and
Paraguay, good soybean harvests are expected
in 2013, though the impact of heavy rainfall on
maize crops is a cause for concern in the second
of the two countries.

In the subregion of Central America and
Mexico, crop performance will vary. Whereas
preliminary agricultural production estimates
for Mexico in 2013 suggest a 2.9% rate of
growth, following an impressive performance
seen in 2012, in Central America the forecasts
for 2013 are not optimistic. In Costa Rica,
production of two leading crops will be

affected: coffee due to leaf rust disease and rice
because of changes in rice policies to comply
with commitments made at the World Trade
Organization (WTO) to reduce domestic price
support. In Guatemala, crop production has
barely grown due to problems associated with
climate and pests. Honduras and Belize both
show signs of stagnation while Panama has
experienced a contraction in its agricultural
production. The positive influence of the
incipient economic recovery in the United
States, the subregion’s main agricultural export
market, could be undermined in 2013 by the
phytosanitary problems affecting the coffee
subsector (see Text Box 4).

n the Andean Region, Peru achieved growth
of 9.6% during the first quarter of 2013, thanks
to increased production of mangoes, potatoes,
alfalfa, corn, rice, sugarcane, tomatoes,
asparagus and other crops (MINAG 2013).
In Colombia, coffee production is expected
to rise as a result of the replacement of trees,
even though coffee leaf rust affects part of the
country’s plantations (FNC 2013). In Ecuador,
record maize production is anticipated. By
contrast, Bolivia’s maize production is expected
to decline, due to problems caused by drought
in the main production areas.

Factors related to global supply and de-
mand will benefit LAC’s agricultural pro-
duction, particularly from 2014 onward

The outlook for LAC’s agricultural production
appears promising, thanks to the convergence
of several factors that create a positive scenario.
The factors of demand that will act as a stimulus
to farmers are: a) the expected growth in
demand for food, particularly proteins, driven
mainly by rising incomes and the expansion
of the middle class in developing countries.
According to some estimates, by 2022 that
group could number 853 million households
(105% growth compared with the levels seen in
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2012), with aspirations for a better quality of life
(Dwyer 2013), increasingly urbanized and with
more diversified consumption patterns; and b)
increased use of agricultural raw materials for
non-food uses (especially for biofuels).

On the supply side, this positive scenario is
complemented by LAC’s great potential to expand
production, given its rich biodiversity and the
availability of uncultivated land that could be used
to extend the agricultural frontier that the World
Bank estimates at 123 million hectares (Fischer
and Shah 2011).> Moreover, the region could
significantly boost its productivity (especially
in the case of family agriculture) and reverse

the trend of underinvestment in the sector,
through innovation in production technologies,
particularly the new biotechnologies, as discussed
in the previous report (ECLAC et al. 2012) (Text
Box 5).

Table 4. Effects of coffee leaf rust in the
PROMECAFE countries (2012-2013 harvest)

Total area Area Totalwork ~ Joblosses  Totallosses  Total losses
(GR) affected force Value \olume
(Ha) (millions of (60kg
UsD) sack)
Costa Rica 94,000 60,000 110,000 14,000 14 73,600
Dominican 131,250 105,000 250,000 105,500 15 142,600
Republic
El Salvador 152,187 112,293 95,000 13,444 742 322,102
Guaternala 276,000 193,200 500,000 75,000 101 554,394
Honduras 280,000 70,000 1,000,000 100,000 230 1,303,333
Jamaica 3,013 841 12,182 3,640 52 3,758
Nicaragua 125,874 46,853 158,000 32,000 60 306,667
Panama 20,097 4,850 42,000 30,000
Total 1,082,421 | 593,037 | 2,167,182 373,584 4994 2,706,454

Source. ICO, with figures from PROMECAFE (May 13).

With regard to the new biotechnologies, it
is noteworthy that in 2013 transgenic crops
outnumbered conventional crops in Brazil,
with an estimated 37.1 million hectares
planted —an increase of 14% over 2012. This
represents 54.8% of the total cultivated area in
that country, with GM soybean as the star crop
(Pappon 2013).

The convergence of these supply and demand
factors means that the prices of leading
commodities will remain high in the coming
decade compared to those seen in the past,
despite the projected downturn in the medium
term. This will improve farmers’ prospects as
far as profitability is concerned. In fact, there

3. South Ametica will probably lead the expansion of the agricultural frontier
(especially Brazil), followed by the countries of the former USSR (particularly
Russia and Ukraine). According to the World Bank, Africa has 202 million hect-
ares available but faces constraints such as institutional problems, high market-
ing costs, poor infrastructure and longer distances to markets.
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are already signs that the number of hectares
planted across the globe and in the Americas
are responding to the high international prices.
However, the amounts harvested will depend on
the effects of possible extreme climate conditions.

Growth in the developing world will stimu-
late agricultural production and trade

The dynamic growth forecast for the developing
countries in the coming decade, driven by the
BRIC countries (Brazil, Russia, India and China)
and others such as Mexico, Indonesia, Thailand
and Turkey, will stimulate world agricultural
production and trade. In addition, the recovery
expected in the more developed economies
suggests that global trade in general —and
agricultural trade in particular— will once again
become an engine of global development. Indeed,
some estimates (USDA 2013) suggest that over
the next decade there will be a significant growth
in imports from China and East and Southeast
Asia, and more moderate growth in imports
from the US, Japan and the EU.*

Theupturninthe global demand for commodities
from 2014 onward is expected to reinvigorate
LAC’s agricultural exports and generate major
earnings for the region’s exporters.

However, agricultural trade will continue to
be affected by the weak dollar, the value of
which has been falling since 2002. This trend
is expected to continue over the next 10
years (USDA 2013), making US exports more
competitive but negatively affecting those of
LAC countries. This will also create pressure
for agricultural commodity prices to remain
high, since they are quoted in that currency
and there is an inverse relationship between
the dollar and commodities.

4. The creation of a US-EU free trade zone, currently under negotiation, will
be a determining factor in the expansion of trade. The outcome of the negotia-
tions for other free trade initiatives across the globe will also contribute to this
process (see the chapter on the Context of the Agricultural Sector).

The climatic conditions and
sustainable use of natural resources
will pose major challenges

The increased climate variability evident

in the region and forecasts of negative and
differentiated impacts of climate change have
forced countries to include in their national
and international agendas issues related to
the use of natural resources and the effects of
certain production and consumption patterns
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on the quantity and quality of those resources
in the future. Governments are expected to
make these matters a higher priority.

Growing concern over these issues will result
in efforts to:

- Reduce post-harvest losses and waste for
food security purposes.

- Address the growing scarcity of potable
water and its inefficient use by agriculture.

- Resume investment in irrigation.

- Improve yields to produce more with fewer
resources and in a more sustainable way.

- Reduce dependence on fossil fuels.

- Increase investment in research to pro-
duce plants resistant to water stress, pests
and diseases.

- Develop more profitable biofuels that do
not compete with the use of agricultural
inputs for food.

- Develop more organic fertilizers.

These and other concerns will be reflected in
international agricultural trade, which will
gradually come under pressure to introduce
standards and policies that take into account
the carbon footprint in agriculture and,
subsequently, the water footprint or amount
of potable water used to produce goods.

Associativity: a mechanism that could
help family agriculture meet current
and future challenges

Associativity, an option for overcoming the
constraints faced by family agriculture in

terms of resources and farm size, will become
more important in the face of the challenges
posed by more open and competitive markets.
Contributing to this process will be the results of
successful experiences that are worth replicating
as a way to improve inclusion and ensure that
small-scale agriculture shares in the benefits of
trade. Examples include export cooperatives
that facilitate the collective purchase of inputs,
provide access to support services for agricultural
production and strengthen farmers’ bargaining
power (Text Box 6). Associativity will also be
promoted through the activities held in 2014 as
part of the United Nations’ International Year of
Family Farming.

PoLIcY RECOMMENDATIONS

Harness the opportunities afforded by the
growth in the world demand for food. This
is an excellent opportunity for LAC to expand
the food supply and its agricultural exports,
taking full advantage of the region’s relative
abundance of natural resources. However,
this calls for concerted efforts between
governments and the private sector based on
a forward-looking and sustainable vision that
includes the region’s family agriculture.

Support mitigation policies to address
climate variability. In order to mitigate
the negative impact of climate on the
performance of agriculture in the Americas,
governments will have to promote policies to
reduce emissions and apply more sustainable
production and soil use practices. Particular
attention should be paid to family farming,
the most vulnerable sector, given its
dependence on climate-sensitive activities
and its limited response capacity. Some
recommended practices include incentives
to promote zero tillage, reduce deforestation,
increase forest cover and fix carbon in the
soil, and the promotion of intercropping
systems to reduce risks.
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Support policies and research aimed at
adapting agriculture to climate change. It
is essential to strengthen the national science,
technology and innovation (ST&I) systems
in LAC in order to respond efficiently and
proactively to the need to develop new varieties
suited to the new climatic conditions. This will
call for increased public-private investment,
training for human resources, associations
between universities and the business sector and
the creation of biotech-based businesses, etc.

Promote more actions to develop
agriculture that is less dependent on oil.
The region should promote greater use of
biomass as an energy source through ad hoc
national strategies, given that oil and input prices
(fertilizers and agrochemicals) are projected to
increase over the long term and it is necessary
to contribute to environmental conservation.

Reintroduceagriculturalzoningstrategies.
The ministries of agriculture should reinstate
zoning strategies and define land use plans so
as to determine the production capacity of soils
and the possibilities of crop rotation based on
their quality, in order to prevent degradation
and increase yields.

Restructure extension services with an
emphasis on family agriculture. Given
the new challenges of climate change and
increased market competition, governments
need to rethink their agricultural extension
systems and reinvigorate this neglected public
service, with the aim of turning extension
workers into agents of innovation, trained in
the new subjects and new challenges.

Adopt a preventive approach to
agricultural health. In addition to responding
to emergencies and outbreaks of pests and
diseases, countries must implement preventive
actions, which are less costly than corrective
actions in terms of income, production and
trade losses, and replacement costs, and have
less impact on consumer prices.

Promote training of human resources for

the integrated agricultural information
system (for AHFS). This will enable countries
to tackle pests and diseases associated with
increased climate variability and climate change,
and to incorporate any new regulatory standards
governing agrifood trade. In this regard, countries
could take advantage of the experience of IICA’s
virtual schools for safety inspectors (Central
America) and plant health inspectors (in the
Southern Region, including Colombia).
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Continue to modernize AHFS systems.
By modernizing AHFS systems, countries can
improve their plant health and food safety
services, enabling producers to comply with
the certification requirements and new health
regulations issued by importing countries (for
example, those approved by the United States
in 2012 and the new laws in the European
Union). Otherwise, third parties will intervene
in certification processes, which could pose
difficulties and create higher costs for LAC’s
Crop exporters.

Make further progress with trade
liberalization efforts, but with common
standards, either by negotiating new
multilateral (WTO), bilateral or plurilateral
trade agreements, or under alternative trade
initiatives based on exchange or barter systems,
but avoiding the proliferation of non-tariff
barriers to trade applied as defensive policies.

Promote agricultural insurance, and access
to it, as an important risk management
tool. With few exceptions, agricultural
insurance schemes have not been developed
in LAC to the same degree as in the rest
of the world, as reflected in low market
penetration. Governments should support
the creation of effective, sustainable national
insurance programs that cover farmers’ yields
and incomes and include indexed insurance
products, and that small- and medium-scale
producers can afford. This calls for efforts to
improve risk assessment and strengthen public-
private partnerships among three sectors: the
government, farmers and insurance companies.

Promote traditional production practices
used in family agriculture in LAC, such as
multiple cropping systems, which have proven
effective as a risk management strategy,
together with zero tillage systems and crop
rotation practices, which contribute to the
preservation of soil health.

CONCLUSIONS

The favorable outlook for the development
of LAC’s agricultural production and trade
is dependent on the recovery of the global
economy and on climate conditions not
changing significantly. However, the recovery
predicted for some developed countries in
2013 now seems unlikely, and will probably
not occur until 2014.

Looking to the medium and long terms, the
effective and equitable integration of family
farming into markets will become necessary
to take advantage of growing demand for
agricultural products, driven by population
growth and rising incomes in developing
countries. This will help to maximize FA’s
contribution to the growth of the supply of
agricultural products and improve incomes
and, as a result, living standards in the sector.
In addition, governments must promote
production practices that help preserve the
environment and are better adapted to climate
change and climate volatility, such as the use
of local seed varieties more suited to the agro-
ecological conditions, the planting of native
crops and intercropping practices.

However, the traditional risks associated
with climate have increased and cannot be
controlled. In order to mitigate them, it is
advisable to promote risk management tools
(insurance, futures exchanges, more efficient
and transparent markets, etc.) and soil and
environment conservation practices (e.g.,
intercropping, zero tillage and direct planting).

Other risks have also increased, such as those
associated with markets (due to price volatility).
This will call for improvements in the supply of
information for effective decision-making.

There are also risks of human (i.e., institutional)
origin that are controllable, such as those
stemming from budget cuts in agricultural
services, the application of non-tariff barriers
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to trade and the adoption of policies that distort
trade and prices. The latter are increasing
due to the recent crises and creating greater
uncertainty in policies and institutions. In
response to these risks, governments must
work to ensure that their standards, policies
and institutions are stable and reliable.
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Chapter 2.2:
Livestock







Livestock

Growth of the Latin American livestock industry is a welcome economic boon to the region, and
potentially to smallholders, but will bring with it complex, potentially detrimental and unintended
consequences whose costs will need to be carefully considered against the benefits of that growth.

LAC meat production and consumption will continue to grow rapidly over the next decade but
at a lower annual rate. Key drivers include South America’s comparative advantage in extensive
cattle production, expected relative growth in per capita incomes, a shift in consumer preferences
from beef to other proteins, and pro-production vs. pro-environmental policies. Growth of the
livestock industry can help to alleviate poverty across the region but investments in infrastructure,
more training activities and the delivery of new technology are needed so that everyone can
share in the benefits.

Facts

LAC meat and milk production has grown
rapidly over the last decade with poultry
production leading the way.

Widespread adoption of new production te-
chnologies and practices in LAC countries, in-
cluding improved breeds, has fostered robust

gains in meat and milk output per head across
all livestock species over the last decade.

Growth of the LAC livestock industry has been
accompanied by increasing outbreaks of ani-
mal diseases, including foot and mouth di-
sease, avian influenza and now bovine spon-
giform encephalopathy (BSE) or mad cow
disease.

Some change in livestock systems in LAC cou-
ntries towards more intensive mixed crop/
livestock systems and dairy production is oc-
curring with investments in transportation in-
frastructure and the conversion of pastureland
into cropland.

LAC per capita meat and milk consumption
have increased rapidly but LAC consumers are
eating less beef, sheep meat and even pork in
some cases, preferring poultry as a source of
calories and protein.
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TRENDS

Meat and milk production continue to
grow strongly in LAC

Livestock farming makes a big contribution to
the economic well-being of poor families in
rural areas of developing countries like many
of those in Latin America and the Caribbean.
Consequently, a critical measure of the growth
and development of rural communities and
the advancement of the economic well-being
of rural families in developing countries is the
trend in their production and consumption
of livestock products. On that score, LAC as a
region continues to post impressive gains. LAC
meat and milk production has grown rapidly
over the last decade with poultry production
leading the way (Table 5). LAC poultry
production has nearly doubled over the last
decade (2001-2011), far outpacing poultry
production increases in the U.S. and the rest of
the world. Though growing less strongly, LAC
beef, pork and milk production nonetheless
have surged by more than a third over the same
period, still well ahead of the United States

Table 5. Meat and milk production in LAC, the
U.S. and the world in 2012, percentage change
from 2000 to 2012 and share of world production

and the world average. Furthermore, the LAC
region now accounts for a larger percentage
of world beef, sheep meat and poultry meat
production than the U.S. and almost the same
share of world milk production (Table 5).

Widespread adoption of mnew production
technologies and practices in LAC countries,
including improved breeds, has fostered robust
gains in meat and milk output per head across
all livestock species over the last decade (FAO
2013b). As a result, LAC productivity in pork
and poultry meat is now approaching U.S. levels
and is substantially above the world average
for both types of meat. LAC milk productivity
(1.55 tonnes/head), however, continues to
lag considerably behind that of the U.S. (9.31
tonnes/head) but is above the world average
(1.10 tonnes/head). Nevertheless, LAC milk
productivity is slowly closing the gap with the
U.S., increasing by more than 22% over the last
decade compared to only about 16% in the U.S.

Only a limited number of LAC countries
have the production capacity required to
generate livestock inventories and meat
production

Livestock inventories are unevenly distributed
among LAC countries. The top three countries
in LAC account for a large share of the
inventories in each category, including about

Production 2012 Percent Change Share of World .
(2000-12) Production 70% of the beef cattle and pigs, 64% of the
e | ous Twold | oiac | us [ wold | oac | us, dairy cattle, 60% of the poultry and almost
half of the sheep. Brazil continues to be the
million tonnes Percentage Percentage . . . .
leading producer of all major livestock species
Beef 186 | 110 | 661 | 338 | 62 | 118 | 282 | 167 with over half of all inventories of beef and
. . o
Pork 69 | 103 | 17| 375 | 23 | 241 | 62 | 92 fialry CaFtle and pigs, about 40 /O‘Of poult'ry
inventories and 20% of sheep inventories
Sheepmeat | 04 | O1 | 135 | 14 | 348 | 189 | 27 | 05 Brazil lags behind many other LAC countries
Pouty | 238 | 193 | 1042 | 913 | 178 | 501 | 228 | 185 in meat productivity. Nevertheless, Brazil’s
. meat and milk production efficiency rates
Mik 848 | 898 | 7374 | 370 | 182 | 281 | 115 | 122 .
have been growing faster than those of the

countries with the highest yields. With large
Source. OECD-FAO (2012).
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and growing livestock inventories, the growth
in production efficiency will ensure that Brazil
continues to dominate LAC livestock, meat
and milk production.

Beef production in Mexico, LAC’s second
largest beef producer, remained steady at
about 1.8 million tonnes in 2011 and 2012,
and will not likely increase in 2013 as the
cattle industry struggles with the effects of
a continuing drought and high feed prices
(Hernandez et al., 2013). New breeding lines,
better farm management techniques and
increased slaughter weights are expected
to arrest the slow decline in Mexico’s pork
productivity since 2000.

Chile’s poultry production rose by 50%
between 2000 and 2011 due to an increase in
both inventories and yield. Three companies
in Chile account for 92% of its poultry meat
production and are accused of colluding to
restrict production to keep poultry prices high
(Hennicke 2012).

Both production and outbreaks of
livestock diseases have increased

Foot and mouth disease (FMD) has been
endemic in many areas of South America for
more than one hundred years. FMD outbreaks
in Paraguay in 2011 and 2012 cost their
livestock industry millions of dollars in lost
animals and beef exports (UPI 2012).

Uruguay has not reported an outbreak of
FMD since instituting its innovative livestock
traceability system following the outbreaks in
2000 and 2001 (ProMED-mail, 2013). Brazil
has a history of struggles with FMD but has not
reported a breakout since 2007, largely due to
an aggressive vaccination campaign (Rich and
Narrod 2010).

Other diseases continue to cause
problems in LAC

The first case of bovine spongiform
encephalopathy (BSE) (commonly known as
mad cow disease) was reported in Brazil in
2012, in the state of Parand, due to the lack

of a surveillance program (ProMED-mail

2013). That same year Brazil also dealt with
the second worst outbreak of bovine rabies

in that country since the 1980s (ProMED-

mail 2013). Many Brazilian producers
only vaccinate their cattle for rabies after an
outbreak occurs, which is too late even though
the cost of the vaccine per animal is miniscule
compared to the cost of the loss of an animal
(Suinocultura Industrial 2012). Outbreaks of
brucellosis occurred in Brazil in 2012 and in
Chile in 2013. Anthrax has become endemic
in Argentina with multiple outbreaks of the
disease every year over the last 25 years.
Human negligence in not vaccinating livestock

is the main cause.

Avian and swine influenza
continue to take a toll

Another outbreak of avian influenza is
impacting egg production in Mexico, this time
in the State of Guanajuato (Hernandez and
Branson 2013). The virus is similar to those
involved in the 2012 and 2013 outbreaks in
Jalisco and Aguascalientes. The most recent
outbreaks resulted in around 3.9 million
birds being culled, including almost 2.2
million broilers, nearly 1 million layers and
some 800,000 breeders (Hernandez 2013).
Continuing outbreaks could have a long-
term effect on consumer confidence in the
Mexican poultry industry. Classical swine fever
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(CSF) has proved to be highly persistent, with
recent outbreaks in Ecuador and Guatemala
(ProMED-mail 2013). Trichinellosis outbreaks
have been widespread in recent years across
LAC countries, from Mexico to Chile and

Argentina (ProMED-mail 2013).

The growth of livestock production in
LAC poses environmental challenges

In LAC, rising livestock production has gone
hand in hand with greater environmental
challenges, particularly as far as deforestation
rates are concerned. Some change in livestock
systems in LAC countries towards more
intensive  mixed crop/livestock  systems
and dairy production is occurring, with
investments in transportation infrastructure
and the conversion of pastureland into
cropland (Wassenaar et al. 2007). The observed
shift towards the production of poultry and
pigs and away from cattle could lead to a
reduction in deforestation rates. However, the
rapid growth of non-ruminant production is
creating growing pressure not only to convert
deforested pastureland to crops but also to clear

forestland, specifically for crops like soybean
for the production of livestock feed (Herrero
et al. 2009). The social costs of deforestation
in LAC, and the consequences in terms of soil
degradation and erosion, water pollution, loss
of biodiversity and loss of carbon contributing
to global warming, are potentially enormous
(FAO 2013c).

Livestock products provide a large and
increasing share of the daily nutritional
needs of LAC consumers

The daily per capita caloric intake provided by
livestock is one indication of the state of the
diet, and of the need to improve nutrition,
in developing countries. In LAC countries,
livestock products provide substantially more
of the daily caloric intake (622 kcal/capita/
day) compared to the aggregate of developing
countries (178 kcal/capita/day) and the world
(501 kcal/capita/day) (FAO 2013b). Although
40% below the United States, the daily calories
provided by livestock products have increased
by 10% in the LAC over the last decade while
declining by 2% in the United States.

Table 6. Per capita consumption of meat and dairy products, 2012 and percentage
change 2000-12, selected LAC countries

Beef Pork Chicken Sheep meat Dairy?
kg/hd Percentage kg/hd Percentage kg/hd Percentage kg/hd Percentage kg/hd Percentage

change change change change change

Uruguay 559 2.1 10.1 289 232 524 19 -796 1569 -429
Argentina 386 -145 63 43 338 478 10 298 460 49
Brazi 305 234 108 06 425 63.5 04 -159 75.7 155
Chile 16.0 34 176 40.7 289 225 04 -389 550 -288
Mexico 106 53 1.0 207 26.7 475 0.7 -4.2 462 289
Other LAC 8.7 10.1 6.1 513 172 333 04 92 63.3 616
LAC 188 77 89 160 30.7 516 06 -188 765 216
Us. 252 -187 214 -85 442 26 04 220 81.3 95
World 6.5 33 123 76 130 309 17 43 652 1.6

Source. OECD-FAO (2012).
? Fresh dairy products as defined by OECD-FAO (2012).
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Milk accounts for the largest proportion
of daily caloric intake in LAC

Per capita poultry and dairy product
consumption have grown rapidly in many
LAC countries. Milk is the animal product that
makes the biggest contribution to the daily
caloric intake of LAC consumers (185 kcal/
capita/day), which is about three times the
level of developing countries but only about
half the level of the United States (FAO 2013b).
Most of the growth has occurred in Mexico,
Brazil and in other, smaller countries (Table
6). Brazil’s annual per capita consumption of
fresh dairy products in 2011 (74.9 kg) was only
slightly less than that of the U.S. (82.3 kg) but
is expected to exceed the U.S. in 2017 (OECD-
FAO, 2012). Other leading per capita fresh
dairy product consumers include Chile, whose
consumption dropped by 24% between 2000
and 2011, and Mexico, whose consumption
jumped by over 26% during the same period.
The rest of LAC countries experienced a 58%
growth in per capita milk consumption over
the same period.

Per capita consumption of poultry is
growing rapidly, more strongly than
consumption of beef

LAC per capita poultry consumption increased
by over 50% between 2000 and 2012 and is
now contributes the second largest amount
of calories from animal products to the diet of
LAC consumers (Table 6). Likewise, per capita
milk consumption grew by about 50% over
the same period in Brazil (63.5%), Uruguay
(52.4%), Argentina (47.8%) and Mexico
(47.5%) (Table 6). Average LAC per capita egg
consumption jumped nearly 17% between
2000 and 2009 (FAO, 2013b). Mexico and
the Caribbean countries recorded the highest
annual per capita egg consumption in the LAC

in 2009 (18.1 kg and 15.6 kg, respectively),
even higher than the 14.1 kg consumed
annually per person in the United States.

LAC per capita beef consumption has
continued to increase, albeit more slowly
than the consumption of pork, poultry meat
and dairy products (Table 6). LAC consumers
continue to eat less and less beef, sheep meat
and even pork in some cases, preferring poultry
as a source of calories and protein. This trend is
perhaps most marked in Argentina, where per
capita beef and sheep meat consumption have
declined substantially since 2000 (-14.5% and
-29.8%, respectively), while per capita chicken
consumption has increased by 50%. Even LAC
countries in which per capita beef consumption
has increased have seen a more rapid rate of
growth in per capita chicken consumption,
resulting in a relative decline in per capita beef
consumption. In LAC countries and the rest
of the world, chicken has become the meat of
choice due to its lower cost.

LAC exports are increasingly dependent
on the beef, pork and poultry sectors

Exports of LAC beef have more than doubled
while exports of both pork and poultry have
more than quadrupled since 2000 (OECD-FAO
(2012)), despite growth in the consumption
of all major animal products except sheep
meat. Consequently, the LAC meat industry
has become more dependent on exports, as
indicated by the marked increase in exports as
a share of LAC production since 2000 (OECD-
FAO 2012).

Argentina’s beef exports are a major exception,
as its beef industry continues to struggle to
recover from a severe drought in 2008 that
led to large sell-offs of cattle and subsequent
shortages of beef in the domestic market.
Argentina’s government continues to restrict
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beef exports to stabilize prices and ensure
adequate domestic supplies (Joseph 2012).
The continuing devaluation of the Argentine
peso has also dampened the competitiveness
of Argentina’s beef exports. Consequently,
Argentine beef exports have fallen by nearly
16% since the drought-induced high in 2009.

The difficulties faced by Argentina’s beef
industry have been a major factor in the
doubling of chicken production in that country
since 2000, leading to a huge increase in poultry
exports, from virtually nothing a decade ago
to 250,000 tonnes in 2011. Argentina has
managed to become the world’s fifth largest
exporter of chicken (mainly chicken breasts
and legs) and, according to some analysts, is on
track to overtake China and become the world’s
fourth largest poultry exporter behind Thailand,
Brazil and the United States (Brooks 2012).

Brazil dominates LAC poultry exports

Brazil continues to be the leading poultry
exporter in LAC, accounting for nearly 89%
of all LAC poultry exports, with the figure
expected to reach nearly 92% by 2021 (OECD-
FAO, 2012). Brazil also accounts for the largest
share of LAC pork and beef exports (71.6%
and 51.7%, respectively). Chile’s share of LAC
pork exports has been growing, accounting for
16.5% in 2011 compared to only 10% in 2000.

Net imports of dairy products are
on the decline in LAC

LAC countries have been primarily net
importers of dairy products, accounting for
nearly 10% of global whole and skimmed milk
powder imports in 2011 (FAO 2013b). Rapid
growth in LAC per capita incomes increased
demand for dairy products and imports. Growth

in domestic dairy production and exports,
however, has reduced net imports of all dairy
products substantially over the last decade.
Mexico, the region’s largest importer of both
fluid and non-fat dry milk, has experienced
an erratic but generally downward decline in
net imports over the last decade (FAO 2013b).
Brazil’s dairy production and the strength of its
exports have reduced the country’s imports,
with the former even overtaking the latter for
several years.

PRrRoOSPECTS

LAC livestock and meat production will
continue to grow, but at a slower pace

LACmeatproduction is expected to continue its
rapid growth over the next decade, although at
a somewhat lower annual rate. In the process,
LAC’s share of global livestock inventories,
meat supplies and world meat exports will
likely continue to expand along with per capita
meat consumption. Key factors in the expected
performance of the LAC meat industry
include the growing comparative advantage
of South American countries in extensive
cattle production, expected relative growth
in per capita incomes, a shift in consumer
preferences from beef to chicken and pork,
and policies designed to encourage production
while minimizing the environmental impact.

Southern Cone countries will continue to
lead the way in beef and pork production

Forecasts suggest that Brazil’s production will
increase by almost 11% over the next decade,
compared to 55% over the last decade. Despite
the slower increase in production, a sudden
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16% rise in beef exports is expected, combined
with a 3% rise in per capita consumption
(Table 7). Government subsidized investments
in genetics, pasture, machinery and cold
storage capacity, improved genetics, and
other government programs, will foster the
growth in production. A strong expected
recovery in Argentine cattle inventories and
beef production from the worst drought in 50
years is expected to lead to a 7% increase in
per capita consumption and an 85% increase
in beef exports over the next decade (Table 7).

In 2010, Uruguay replaced Argentina as LAC’s
second largest beef exporter (after Brazil).
Argentina is expected to overtake Uruguay
in beef exports by 2014 despite the continued
beef export push expected by Uruguay over the
next decade. Brazil’s 48.5% share of LAC pork
production is expected to slip slightly to 46%
over the next decade, despite expected growth
of 12.5% over that period (Table 7). Argentina
and Chile are expected to continue to expand
their pork production, with increases of 31%
and 26.5%, respectively, over the next decade.

Table 7. Projected percentage growth in meat and dairy product production, per capita
consumption and exports in LAC, selected LAC countries, the U.S., and the World, 2012-2021

Uruguay Argentina Brazi Chile Mexico

| Percentage of change
Beef
Production 198 23 105 284 11.2 235 149 11.6 157
Consumption/capita 65 72 26 87 8.1 99 4.1 6.6 57
Exports 270 853 16.2 08 45 77 220 177 174
Pork
Production 14.2 306 125 265 14.0 226 173 9.8 130
Consumption/capita 194 147 64 71 48 132 78 32 31
Exports 00 180.7 79 539 96 -102 178 89 92
Sheep meat
Production 29 -116 62 70 255 134 193 6.0 177
Consumption/capita 1262 -192 00 136 44 90 125 77 71
Exports 904 6.6 -86.7 -102 00 16.7 -30.5 12 19.7
Chicken
Production 175 220 199 268 30.7 256 239 16.6 221
Consumption/capita 109 131 114 177 1.1 133 123 80 115
Bxports 333 326 22 56 190 99 20 181 157
Dairy Products®
Production 15.3 109 16.0 224 236 299 215 09 222
Consumption/capita 114 33 87 143 130 175 1.2 62 222

Source. Calculated from data in OECD-FAO (2012).
2 Fresh dairy products as defined by OECD-FAO (2012).
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Peru’s poultry industry set
for strong growth

Brazil’s poultry production doubled over the
last decade but is expected to grow by only
about 20% over the next decade, matched by
similar growth in consumption and exports of
19% and 22%, respectively (Table 7). Brazil’s
share of LAC production is also expected to
decline slightly over the next decade. Argentina
is expected to remain easily the second largest
LAC poultry producing country (Table 7).
Chilean consumers will continue to prefer
chicken over the next decade, with per capita
consumption expected to rise by 18% (Table 7).

After doubling over the last decade, Peru’s
poultry production is expected to expand by
a further 40% over the next one. As a result,
Peru will overtake both Chile and Argentina
to become LAC’s second largest per capita
consumer of poultry by 2016 (Table 7).

LAC dairy production to continue
to grow

LAC milk production is expected to grow by
21.2% over the next decade, compared with the
25% increase achieved over the previous one.
Higher energy and feed prices will continue
to maintain the comparative advantage of
the pasture-based milk production system of
Latin America over the systems of developed
countries based on the use of feed grains,
further reducing the region’s net imports of
dairy products. While the milk production of
most Latin American countries is expected to
experience substantially lower growth over the
next decade, Argentina’s production of liquid
milk and fresh dairy products is expected to pick
up steam, driven by improved management
and production efficiency (Table 7).

Equally strong growth in Argentina’s
consumption of dairy products is expected to
reduce exports of those products by nearly
9% over the next decade. Brazil’s milk and
dairy product production is expected to grow
markedly over the next decade, driven by both
increased herd size and improved productivity.
Although Brazilian dairy production could
possibly outpace consumption over the coming
years, Brazil faces dairy supply chain and
quality issues that must be resolved to realize
its export potential in this area.

Mexico’s dairy industry contracts, while
Uruguay’s expands

After several years of strong growth in Mexico,
milk production leveled off between 2009 and
2011 and is expected to achieve no more than a
5% increase over the next decade (OECD-FAO
2011). The low value of milk relative to beef in
Mexico is leading dairy producers to cull their
herds (Berman 2013). Small and medium-
sized Mexican dairy producers continue to
quit the industry, which is struggling with
rapidly rising input costs and growing water
scarcity. In contrast, widespread adoption
of measures to increase milk productivity
in Uruguay, including feed supplements,
improved pastures, investments in irrigation
and other technologies, is expected to turn
erratic dairy production patterns into positive
average annual growth rates of 2% and 1.5%,
respectively, over the next decade (Table 7).

The role that livestock farming should
play in improving the well-being of ru-
ral families in LAC

The rapid growth in livestock and meat
production in LAC countries will very likely
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improve the lives of many of the region’s
rural poor in the future. For many rural LAC
families, livestock production provides a supply
of food, a source of income, draught power for
food production, manure for use as fertilizer
or fuel, and a means to increase wealth and
status during good years and create reserves
for lean years. However, the extent to which
the explosive growth in livestock production
will help to alleviate poverty and strengthen
smallholder and family farming in the region
depends on multiple factors.

Many smallholders not expected to
benefit from growth of LAC livestock
industry

Many smallholders who depend on livestock
farming for their livelihood are not integrated
into commercial markets. In general, they
rely on family labor for essential livestock
production activities like herding (FAO
2013a). Consequently, the rapid adoption of
new livestock production technologies, the
development of more efficient production
systems, the growth of market demand, and
related changes that are transforming the
livestock industries in many LAC countries are
having little effect on the lives of many small-
scale livestock producers in the region.

Poor farmers are more likely to raise small
stock like poultry, pigs, sheep and goats rather
than cattle for various reasons, including the
lower capital investment required and their
higher efficiency in meat production (Otte et
al. 2005). However, the production of poultry
and pigs is particularly well suited to large-
scale, vertically integrated operations. Not
surprisingly, much of the growth in both
poultry and pigs in LAC countries over the
last decade is the result of efficiencies gained
from increased scale of production and vertical

integration, from which only a handful of
enterprises have benefited, as demonstrated by
the case of poultry production in Chile.

Small investments can harness the
livestock industry’s growth potential
and alleviate poverty

For the many rural households who participate
in commercial markets at some level, the
growth of livestock farming will provide
an opportunity to earn cash to supplement
subsistence needs and pay for production
inputs (Otte et al. 2005). The closer these
households are located to major urban areas
in the region, the more opportunities will exist
to benefit from the ongoing growth in the
demand for livestock products. In these areas,
small households may benefit directly through
contract production or by supplementing the
supplies of urban food wholesalers and retailers.
In more remote areas, small investments in
infrastructure, more training activities and the
delivery of new technology such as improved
genetic material, more efficient production
management systems, animal health services
and other modern inputs, would generate
large social returns by enabling small livestock
producers to participate in some of the benefits
of the rapidly growing markets for livestock
products in their countries.

Meat prices expected to soften in the
short run before rising sharply

A U.S. drought-induced surge in the global
cost of feed grains is reducing the profitability
of livestock production around the world.
Therefore, producers in many LAC countries are
sending their animals, including breeding stock,
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to slaughter. The short-term implications are
an increase in meat supplies and lower prices,
but an eventual decline in livestock inventories
and meat production and higher prices over the
next few years. South American countries are
expected to fare somewhat better than many
other parts of the world because most of the
region’s feed grains are domestically produced.
Elsewhere in LAC -e.g.,, Mexico, which also
has experienced severe drought in livestock
production regions— the cost of feed will
continue to rise and push meat prices upwards.

Is globalization a threat to small-scale
livestock producers in LAC, or will they
benefit from it?

The growth in trade in meat and milk
products in LAC and rising feed prices are
clear manifestations of the pressure of
globalization on LAC livestock markets and
the potential benefits and threats to small
livestock producers in the region. The potential
benefits will include greater foreign market
opportunities for livestock producers and
rapidly expanding access to cheaper and more
efficient inputs (Otte et al. 2005). Globalization
will also bring pressure to modernize, invest
in new technologies, adopt more efficient
management systems, and form alliances
throughout the supply chain or face extinction
due to growing global competition. Small
producers will see such changes as threats
because their relevance to national supply
chains can dissipate over time as large and
multinational firms take control of markets
if, as is often the case, they lack the capital
and knowledge to upgrade their participation
in markets. One important benefit from
globalization for small livestock producers
will likely be growing off-farm employment
opportunities, particularly for those producers
willing to migrate to other parts of their region
or country, or even abroad (Otte et al. 2005).

Additional pressure on the environment
in LAC from poultry, pork and milk
production, and to a lesser degree from
the beef industry

Latin America’s comparative advantage in
livestock production due to its potential for
incorporating new pastureland is expected
to continue to exert pressure for forests to be
felled for livestock production. The expected
reduction in the rate of growth of cattle and
beef production, in Brazil in particular and in
LAC in general, will help slow the expansion of
pastureland in the Amazon and other forested
areas in the region. However, the expected
faster growth of poultry, pork and milk
production, as per capita incomes increase and
consumer demand for protein shifts away from
beef, is likely to create more pressure to clear
forested areas to grow feed crops. Wassenaar
et al. (2007) predict the demand for pork and
poultry in LAC countries will increase faster
than that of beef, leading to an increase in the
rate of forest loss over the years.

South America - a hotspot for outbreaks
of animal diseases

The trend toward more intensive production
systems in South America, primarily for the
production of pork, poultry and milk, will
continue to turn the region into one of the
‘hottest hotspots’ in the world for animal
health risks (Perry et al. 2011). The growth and
intensification of non-ruminant production
systems will create growing demand for
veterinary pharmaceuticals and animal health
services. The danger over the coming decade
is that animal health needs will far outpace
the ability of current animal health systems
to deliver needed services and drugs, as well
as the development of the regulations and
standards required to ensure good practices in
fighting the spread of animal diseases.
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PoLICY RECOMMENDATIONS

The growth of the LAC livestock sector has
been an economic boon to the region, creating
employment, generating economic growth,
mitigatingnutritional deficienciesand promoting
food security. Relieving the constraints to
livestock sector development must be a key
component of economic development programs
and policies in Latin America. The expected
growth of the LAC livestock industry, however,
will pose continuing risks to small livestock
producers, the already fragile environment and
efforts to contain animal diseases. Aggressive
measures will be needed to minimize those risks
while allowing the benefits of the growth of the
region’s livestock industry to be realized.

Measures to minimize the risk to
smallholders and alleviate poverty
still further

Although the growth of the livestock industry
has the potential to help alleviate poverty
across the LAC region, appropriate incentives
and careful planning are needed to ensure that
poor livestock producers are not left behind
and become more dependent on subsistence
systems than before.

A wide array of policies, mechanisms and
systems that focus on livestock production to
alleviate poverty in Latin America and other
developing regions have been proposed by
numerous authors (see, for example, Pica-
Ciamarra et al. 2007 and Otte et al. 2012).
These proposals call for the removal of a
wide range of barriers that limit livestock
farming’s contribution to food security and
poverty reduction, including lack of access
to technology, credit, resources, markets,
information, training, etc. Clearly, poor LAC
livestock producers would greatly benefit from
policies and technologies designed to enhance
production efficiency and profitability.

To ensure that poor LAC livestock more fully
participate in the benefits flowing from the
rapid growth in the region’s livestock industry,
policies and programs will be needed to
integrate small producers into the livestock
supply chain in the region to allow them
to move from subsistence to more mixed,
diversified production systems.

Livestock production policies to alleviate

poverty can be classified into three groups:

a) Policies to enhance access to production
inputs (land, water, risk management
tools, etc.);

b) Policies to  promote smallholder
production and more efficient production,
including measures to enhance access
to credit, improved veterinary services
to eradicate diseases that can create
economic hardship, and extension services
to provide the necessary training and
technical assistance in livestock breeding,
production, marketing, management and
new technology adoption; and,

¢) Policies to  encourage enhanced
production quality and competitiveness
through publicly funded research and
assistance to ensure that small farmers can
meet national, regional and international
food safety and quality standards (based
on Pica-Ciamarra et al. 2007).

Of course, even if effective production policies
are implemented and adopted by small farmers,
relatively few benefits of the rapid expansion
of the livestock industry in LAC are likely
to reach them unless associated policies are
developed and implemented to strengthen the
market linkages between rural communities
and buyers in urban centers and international
markets. Key needs include public investments
in infrastructure and reliable transport and
marketing systems between rural areas and
commercial markets.
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Another key need is access by smallholders
to critical information for decision-making.
Public investments in  communication
and information systems that serve rural
communities would be of great assistance for
decision-making and reduce the risk associated
with smallholder integration into supply chains.
Other needs include policies to reduce the cost
to smallholders of integrating into livestock
supply chains, such as measures to assist them
in contract negotiation, antitrust laws to allow
competition in pricing and procurement, and
legal assistance in resolving contract disputes
(Pica-Ciamarra ef al. 2007). The establishment
of associations of small farmers could also be
an effective means of integrating smallholders
into commercial markets and supply chains.

Pro-production
vs. pro-environment policies

Policies implemented to promote the
development of the LAC livestock industry
can undermine pro-environment measures,
and vice versa. The critical policy question
is whether the benefits of a growing Latin
American livestock industry in terms of
its contribution to economic development
and prosperity in the region outweigh the
environmental costs.

Steinfeld et al. (2006) provide a
comprehensive list of technical measures
that could be implemented to mitigate
livestock’s threat to the LAC environment.
To deal with the extensive land degradation
of the past and potential degradation in the
future, they recommend measures such as
soil conservation programs, silvopastoral
systems and better management of grazing
systems. They also recommend sustainable
intensification of crop and livestock
production to reduce deforestation and

pastureland degradation and the resulting
carbon dioxide emissions. To enhance water
quality in the region, they suggest better
management of livestock waste in intensive
systems. Improving protection of wild
areas and integrating livestock production
systems into landscape management efforts,
they suggest, is critical for dealing with
the loss of biodiversity that accompanies
deforestation aimed at the expansion of
crop and livestock production.

Steinfeld and Gerber (2010) suggest that meeting
LAC’s growing demand for meat does not have
to lead to further deforestation, because the
additional meat required can easily be produced
through greater intensification of production,
particularly given the low-intensity levels of
production in much of Latin America. While
such an approach may be technically feasible,
greater intensification of cattle production, at
least, is not currently an economically feasible
option for much of Latin America.

However technically viable a proposed measure
may be for reducing the environmental
footprint of the LAC livestock industry,
effective implementation of such measures
will occur only if they are also economically
feasible. Public policies that incentivize
changes in behavior by livestock producers
(or penalize the failure to adopt such changes)
are perhaps the best hope for stemming the
overwhelmingly negative effects on the LAC
environment of the profit-driven growth of the
livestock industry.

A study in Mexico found that conversion of
forestland to pasture in heavily forested areas
is driven predominantly by price incentives
(see FAO 2006). Designing effective price
policies and pricing mechanisms could be
the most effective means of encouraging
environmentally appropriate behavior in
heavily forested areas in an economically
feasible way. The same study also found that in
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areas of Mexico with medium deforestation,
poverty drives the continued conversion of
forests for livestock production. Smallholders
often expand into marginal forestland to
make up for the declining fertility and
productivity of their existing land. In such
areas, ecosystem services payments and
policies designed specifically to alleviate
poverty could be economically effective in
reducing the rate of deforestation.

Eco-certification of farms is a measure that
is growing in popularity. The idea is that
animal products from eco-certified farms
would command higher market prices and,
therefore, incentivize sustainable production
behavior. How effective the measure will be
at changing producer behavior will depend
on the willingness of consumeers to pay a
premium for eco-certified beef. In March 2013,
the Brazilian Association of Supermarkets,
representing 2800 Brazilian supermarkets,
signed an agreement banning beef from cattle
raised in deforested areas of the Amazon from
their shelves (mongabay.com 2013). Under
the agreement, the supermarkets are required
to reject meat of unknown origin, lending
support to Brazil’s certification system for cattle
production. The system is intended to improve
transparency in commodity sourcing while
encouraging landowners to respect Brazil's
environmental laws.

Measures to minimize outbreaks of
animal diseases

Controlling the outbreaks of livestock diseases
that are likely to result from the sustained
growth of the LAC livestock industry and the
continued intensification of non-ruminant
production is an obvious priority, not only to
facilitate further growth but also to protect
against any implications for human health.

Traceability systems have received increasing
attention in LAC countries as an effective
method of detecting possible outbreaks of
diseases and facilitating a rapid response to
prevent diseases from spreading. Uruguay’s
comprehensive traceability system, instituted
following outbreaks of FMD in 2000 and 2001,
has become a model for other LAC countries
of how such a system can be an effective tool
not only to combat animal diseases but also
to enhance credibility in world markets while
adding market value to livestock products
(IICA 2013).

By one estimate, the return on investment
in the Uruguay traceability system has been
USD 20 for every dollar invested in the system
(IICA 2013). Although the social and economic
incentives for mitigating livestock diseases are
clear, the difficulty is the often prohibitive
cost of the controls and eradication measures
needed. Meaningful change is needed in the
difficult and often politically charged process of
deciding how to distribute the limited budgets
available for national animal health delivery
across the plethora of diseases of concern.

CONCLUSIONS

The recent and likely continued growth of
the LAC livestock industry over the next
decade is an economic boon to much of Latin
America. The growing industry is generating
employment and income opportunities
that are multiplying throughout a lengthy
supply chain, from producers to processors,
transporters, wholesalers, retailers, exporters
and related input supply industries. At the same
time, the industry is making a big contribution
to improved food and nutrition security and
poverty alleviation across the region. While
Brazil will continue to dominate all branches
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of the industry, it will need to invest heavily in
advancements in meat and milk productivity
in order to continue increasing its regional and
global competitiveness.

Growth of the LAC livestock industry, however,
will bring with it complex, unwanted and
potentially detrimental consequences whose
costs will need to be weighed carefully against
the benefits that growth can bring to the region.
Without appropriate policies, mechanisms and
systems designed to make livestock production
a means of alleviating poverty, the economic
benefits of the growth of the LAC livestock
industry could end up in the coffers of a handful
of large livestock enterprises, leaving poor
livestock producers even more isolated and
more dependent on subsistence systems than
before. In particular, policies and programs will
be needed to integrate small producers into the
livestock supply chain in the region, to enable
them to move more easily from subsistence to
mixed, diversified production systems.

Continued and growing environmental
degradation is another downside with
potentially global consequences. Significant
incentives are needed to ensure that the
environment is protected as the industry
grows, while still allowing producers and
others throughout the supply chain to benefit.
A wide range of technically feasible solutions
to the environmental impacts of the growing
LAC livestock industry has been proposed.
Effective implementation of such measures
will occur, however, only if they are also
economically feasible. The environmental
consequences can best be addressed through
effective collaboration between researchers,
policy makers and livestock producers and
others along the livestock supply chain.

Disease-related issues will also continue to
plague the industry and are likely to escalate as
the industry grows and non-ruminant and milk
production becomes more intensive. Effective
control of outbreaks of livestock diseases is a
priority, both to facilitate the industry’s growth

and to guard against the implications for
human health.

Traceability systems, following the innovative
model of Uruguay, can be an effective tool
in that process. While the public sector must
develop and enforce disease control measures
and develop effective animal health delivery
systems, successful control and prevention
of animal disease outbreaks will require
the cooperation of producers, researchers,
extension workers, veterinary service and drug
providers, and others to develop and implement
effective animal health management systems
and related services.
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Fisheries and Aquaculture

How to meet the world’s growing demand for fish in a safe and sustainable manner has become a major
challenge for governments. Global pressure for a larger supply of animal protein means that more than 60%
of the world’s fisheries are fully exploited and 30 % are overexploited. Aquaculture is the main alternative for
making up the shortfall but first we must decide how much fish we want to harvest from our oceans, rivers
and lakes, and how much we want to produce through fish farming.

Facts

Fishing and aquaculture continue to be the

world's fastest-growing food production activities,
contributing 150 million tonnes annually. Aqua-
culture production has grown steadily and the
proportion of fish produced on farms is currently
higher than from wild fisheries. Even so, the
World Bank has called for a reduction in fishing
levels due to high levels of overfishing, and the
United Nations Food and Agriculture Organiza-
tion (FAO) has recommended increasing aqua-
culture production in a sustainable way.

Global demand for fish is growing rapidly due
to higher per capita consumption in develo-
ping countries. Currently, the average con-
sumption of fish in the world has increased
to 19 kg, but this amount varies by region.
While people in China and Spain consume
31.9 kg and 27.6 kg, respectively, each year,
in South America consumption is only 9 kg.

In Latin America and the Caribbean (LAC),
the economic and social importance of fis-
heries and aquaculture is high. The two sec-
tors combined provide direct employment
for more than two million people. Artisanal
fishing sustains the economies of many rural
communities where, in some cases, the con-
tribution of fish to animal protein intake ex-
ceeds 80%. The number of people working
in fisheries and aquaculture as a percentage
of employment in the entire agrifood sector
is expected to continue to rise, driven by the
growth of the aquaculture sector.

Commercial sea fishing continues to be the
main source of fish at the regional level, ac-
counting for 87% of total production, which
corresponds to approximately 16.4 million
tonnes, most of which is used to produce fish-
meal. Most fishmeal and fish oil is used to feed
fish in captivity.

The aquaculture sector continues to grow in
the region, even though its production does
not exceed 13% of total fish production. Chile
is the largest producer in the region. Its produc-
tion, based on the industrial farming of salmon
and trout, is mainly aimed at export markets.
Brazil is the second largest producer, with a
growing volume of Amazonian fish and tilapia
(FAO 2012a and 2012b).

Currently, more than 100,000 rural families in
LAC at least have a fishpond for the generation
of protein, bio-fertilizers and supplementary in-
come. The main species cultivated are freshwa-
ter fish of low trophic level such as tilapia (Flores
Navas 2012).

Climate change is a threat to fisheries and
aquaculture in LAC. However, its effects on fish
production have so far received little attention
compared to other primary production sectors.

A perspective on Latin America and the Caribbean

83




TRENDS

The region’s most important marine
fisheries by volume maintain a slight
downward trend

Since 1970, landings in marine waters have
remained steady at around 80 million tonnes
worldwide. However, the percentage of
overtfished species has increased (from 10% to
32%) and the percentage of species not fully
exploited has decreased (from 40% to 15%),
which is reflected in the remarkable changes
in landings by country, fishing area and species
(FAO 2012a and 2012b). Fish production in
LAC has been strongly affected, with total
landings down from 20 million tonnes in
2005 to 12 million tonnes in 2010. During
2011, there was a slight recovery, reaching
16.5 million tonnes, but so far this does not
constitute a trend (FISHSTAT 2013). Therefore,
overfishing remains an issue that requires
immediate attention despite the region’s
wealth of resources.

Two of the main species caught in the region
and around the world show signs of overfishing.
One of them is anchoveta of the southeastern
Pacific Ocean, a species that is highly sought
after by processors in Peru and Chile to produce
fishmeal and fish oil. As a result of overtfishing,
anchoveta landings decreased from 10.7 million
tonnes in 2004 to 4.2 million in 2010.

Due to this situation and the EI Nino
phenomenon, Peru has taken measures aimed
at recovering the biomass of this resource.
Firstly, it strictly regulates fishing season
closures and charges an annual fee per vessel
in order to stabilize the capacity of the fleet
and processing plants (FAO 2012a and 2012b).
In addition, in 2012 industrial fishing was
banned within the first five nautical miles from
shore, which is where 65% of the anchoveta

biomass is found, prompting an apparent rapid
recovery of the species. Anchoveta production
rose 97.8% between 2010 and 2011 to seven
million tonnes (FISHSTAT 2013). Of course,
this annual turnaround does not establish a
definitive trend — this species is still considered
fully exploited.

Another of the main fish species affected is the
Chilean jack mackerel (Trachurusmurphyi). In
2008, it was in sixth place on the list of the
ten most landed species, but it currently does
not even come tenth. After having reached a
maximum of five million tonnes in the mid-
1990s, total landings fell to 1.5 million tonnes
in the next decade, to reach an all-time low
of 200,000 tonnes in 2011 (FISHSTAT 2013).
This species is widely distributed in the South
Pacific and can be found in exclusive economic
zones and even in deep international waters,
which means that in addition to benefitting the
industrial sector it has generated a significant
impact on the incomes of the local fishing
community. However, it is considered to be
overfished with little chance of recovery in the
medium term (FAO 2012a and 2012b).

Another concern is the situation of benthic
resources (species that live on the seabed),
which, because they are harvested almost
exclusively by artisanal fisherfolk, are of great
economic and social importance in the region.
The rate of decline in the production of some
species, like certain types of clams, has recently
increased since contributing more than half of
the global catch of bivalves at the beginning of
the 1990s.

Due to the social importance of artisanal
fishing, there have been important efforts to
conserve some benthic species. Argentina and
Uruguay have conducted studies in this regard
and Chile has taken important steps with a
policy of co-management of resources, which
has been in place for more than 10 year, with
positive results from the biological standpoint.
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For example, production of Chilean abalone
(Concholepasconcholepas), an endemic benthic
species, increased from 200 tonnes to more
than 4000 in 2011 (Arias et al. 2011 and FAO
2012a).

In the Caribbean, many marine fisheries are in
crisis. Most of the region’s fishery resources are
being intensively exploited by a large number
of small-scale fisherfolk. In addition, there
is high demand for fish and seafood for the
tourism industry, which is the main economic
activity in many countries of the region. Some
species, such as lobster and shellfish, are subject
to pressure in some areas due to increasing
demand for exports, which has resulted in
their over-exploitation. In response, countries
in the region are taking the first steps to protect
this resource. In 2009, the Central American
countries and the Dominican Republic agreed
on common regulations for the management of
lobster fishing. In addition, given the economic
and social importance of this crustacean,
Central American countries recently took steps
to ban lobster diving, which today is widely
practiced in the area and causes numerous
fatal accidents among fisherfolk.

Low levels of catches of some species have been
offset by a recovery in catches of other species,
such as Pleoticusmuelleri, a type of shrimp with
a high value that is harvested in Argentina.
Even though volumes of this species recorded
a significant drop in 2005, six years later they
had recovered and even multiplied tenfold,
registering a new peak in 2011. This situation is
due to sustainable production plans implemented
by the country’s authorities to help the recovery
of the species (FAO 2012a and 2012b).

Other species such as hake, cephalopods
(octopus and squid) and Antarctic krill are
subject to relatively low fishing pressure and
their production could be increased, provided
that adequate management plans are used
to ensure an efficient and sustainable supply
(FAO 2012a and 2012b).

Aquaculture production of salmonids in
LAC is in full recovery mode but shrimp
production is growing slowly

After reaching an all-time high of 60 million
tonnes in 2010, global aquaculture production
has continued to grow but at a slower rate than
in previous years due to health and environ-
mental risks, which negatively affected the pro-
duction of oysters in Europe, salmon in Chile
and shrimp in Africa, Asia and South America
during the period 2008-2010. Even so, LAC
has increased its share of aquaculture produc-
tion worldwide from 1.4% (200,000 tonnes) in
1990 to 3% (2.4 million tonnes) in 2011.

This is partly the result of marine aquaculture,
which grew during the period 2000-2006
at an average annual rate of 18%. In recent
years, it has also been due to sustained growth
in freshwater production, which rose by an
average 19% per year between 2008 and
2011. Following a decline between 2008 and
2010, marine production grew 26% in 2010-
2011 through the use of best practices and
stricter controls (FAO 2012a and 2012b, and
FISHSTAT 2013).

According to FISHSTAT (2013), in 2011 South
America maintained its leadership with 88%
of regional aquaculture production. This
meant the region produced 2.1 million tonnes,
of which Chile, Brazil and Ecuador contributed
90%. In the same year, the participation of
Central America reached 11% at the regional
level and the Caribbean contributed just 1%,
with production of 256,000 and 28,000 tonnes,
respectively. During the period 2008-2011,
only South America showed sustained growth,
with an average annual growth rate of 11%,
while the Caribbean experienced a decline and
Central America remained stable.
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Aquaculture production in LAC is currently
dominated by species grown in the marine
environment, which accounted for an average
54% of regional aquaculture production in
2008-2011, although this is down from 60% in
the period 2001-2008. Meanwhile, freshwater
production increased by seven percentage
points to 32% of total production in the period
2008-2011 compared to the previous period.
The remaining share was contributed by the
cultivation of species in brackish water.

A similar trend has been observed in South
America, given that marine aquaculture
represented close to 70% of total production
during the period 2001-2008, but since then its
participation has declined to 52%.

Meanwhile, in  Central America the
participation of marine species in continental
aquaculture production did not exceed 10%
until 2004, but it has increased rapidly to about
50% currently. During the past two vyears,
marine production has decreased slightly in
favor of freshwater production, which has
reached 30% of total output.

In the Caribbean, almost all of the production
in 2008 was in freshwater, but the figure was
down to 75% by 2011. The total volume also
decreased from 38,000 tonnes in 2008 to 23,000
tonnes in 2011. Marine production, after a
rebound observed between 2008 and 2010, fell
25% in 2011 to approximately 2000 tonnes.

Chile is the largest aquaculture producer in
LAC. Its production rebounded to 969,539
tonnes in 2011, maintaining its regional
leadership with 40% of total production
(FISHSTAT 2013). In 2012, the country
achieved a new record of production, reaching
one million tonnes of aquaculture products, of
which 804,000 corresponded only to species of
salmonids (SERNAPESCA, 2013), making it the
leading exporter of these species at the regional
level. The production of Chilean salmonids
accounted for 27% of regional aquaculture

production in 2011. After reaching 630,000
tonnes in 2008, Chilean production decreased
to 460,000 tonnes in 2010 due to the ISA virus.

Today the industry is in recovery and
production reached 800,000 tonnes last
year (SalmonChile 2013). The comparative
advantage of Chile includes its low cost of
labor and inputs, allowing it to compete with
traditional producers such as Norway, its main
competitor, where the decreasing availability
of appropriate sites has limited growth of the
sector. Aquaculture production in Chile has
generated an economic impact that benefits
nearly 50,000 rural households in the south
of Chile where production is concentrated
(SalmoncChile 2013).

Unlike salmonids, the cultivation of whiteleg
shrimp (Litopenaeus vannamei) has expanded
widely at the regional level and is practiced by
15 of 34 countries in LAC (OLDEPESCA 2012).
After salmon, it is the second most important
species in the region, accounting for 22% of
aquaculture production. From 2008 to 2011,
regional production increased from 44,700
tonnes to 522,000 tonnes. In the same period,
the participation of South America increased
from 60% to 70% of LAC shrimp production,
while that of Central America decreased from
39% to 30% and the Caribbean fell from 0.8%
to 0.5%. However, in Central America it is the
main species cultivated, with production of
156,000 tonnes in 2011, or 20,000 tonnes less
than in 2008. The Caribbean is the only region
where the production of whiteleg shrimp is
not significant, which is why producers have
recently incorporated polyculture (tilapia-
shrimp) to maintain profitability (FAO 2012a
and 2012b).

The region’s main producers were Ecuador,
Mexico and Brazil, which together account
for more than 80% of total production. While
in Ecuador (which accounts for 50% of the
regional total) production has been increasing
(itrose from 150,000 in 2008 to 260,000 tonnes
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in 2011), in Mexico and Brazil production has
declined (from 130,000 and 70,000 tonnes
to 109,000 and 65,000 tonnes, respectively),
due to sanitary problems and a decline
in international prices. Meanwhile, even
though Mexico has shown a slight rebound,
with production up 5% in 2011, production
continues to be lower than in 2008 (FISHSTAT
2013).

Production of freshwater fish, especially
by small-scale producers, is increasing

Worldwide, freshwater aquaculture has
steadily increased its share of total aquaculture
production from 45% in 2008 to 47% in
2011. LAC has formed part of this trend, with
freshwater fish production increasing from
almost 500,000 tonnes in 2008 to 840,000
tonnes in 2011 (FISHSTAT 2013).

South America is the largest producer of
freshwater fish. Production in the region has
shown strong and continuous growth, from
280,000 tonnes, or 72%, in 2006, to 740,000
tonnes (88%) in 2011. This trend has not
diminished and last year production was 30%
higher than in 2010 (FISHSTAT 2013).

The percentage of freshwater fish produced in
Central America fell from 20% in 2006 (80,000
tonnes) to 9% (60,000 tonnes) in 2011. Even
so, the region’s production showed a small
rebound in 2011 reaching 76,000 tonnes,
or 23% more than the previous year. The
Caribbean, for its part, has shown a steady
decline in production since 2008, falling from
40,000 tonnes to 30,000 tonnes (FAO 2011).

Freshwater fish are mainly farmed by small-
scale producers categorized as limited-resource
aquaculture producers (ARELs), or micro and
small-scale aquaculture enterprises (AMYPEs).
Although both groups consist of small-scale

producers, ARELs play a more significant role
in self-employment and food security in rural
families in the region, while AMYPEs play an
important role in the revitalization of local
economies. As a result, freshwater fish are
becoming an important revenue generator for
small-scale producers in Latin America.

There are an estimated 100,000 small-scale
producers in the region, which means that an
equal number of families depend directly, partly
or exclusively on aquaculture. According to a
recent FAO study (2011), the main limitations
of these producers are related to the lack
of access to technologies, extra-community
markets and capital for the purchase of inputs.
The lack of financial assistance programs and
policies limit the sustainability of this important
sector (FAO 2011).

Growth in aquaculture in the region is led by
Brazil, which produces 64 % of freshwater fish in
the region, of which 75.4% is produced by small-
scale enterprises. The country has maintained
an average annual growth rate of 20% since
2005. Brazil’s main aquaculture product, tilapia,
is produced to meet demand in the domestic
market, which has been growing since policies
were introduced in 2003 to boost consumption
through measures such as the inclusion of fish in
school lunch programs (FAO 2011).

Prices for fish products are rising at the
global and regional levels

Fish and fish products are amongst the most
traded food products in the world. Fish are
produced mainly in developing countries
for export to developed countries, although
consumption in producing countries is rising,
which is why prices for fish products are closely
related to the development of global markets.
World trade in fish and fish products has grown
considerably in value terms, rising from USD
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8 billion in 1976 to USD 102 billion in 2008,
with annual growth rates of 8.3% in nominal
terms and 3.9% in real terms.

In 2009, the value of total trade in these
products fell by 6% from the previous year as a
result of the global economic downturn, which
affected prices and consumer confidence in
key markets. Meanwhile, the volume of trade,
expressed in live-weight equivalent, increased
1%, or about 55.7 million tonnes. The trend
was not homogeneous, however, with many
developing countries reporting an increase in
demand and imports.

In 2010, trade recovered strongly to USD 109
billion, with an increase of 13 % in value and 2%
in volume compared with 2009. The difference
between the growth in value and volume reflects
the increase in prices of fish during 2010. That
year also showed a decrease in the production
and trade of fishmeal (FAO 2012a).

Inthe LACregion, the situation hasbeen similar.
The value of fish production increased from
USD 2 billion in 2000 to almost USD 7 billion
in 2008. This positive trend was interrupted
during the 2008-2010 period, when the value
of production remained around USD 7.8
billion annually. This can be explained by the
economic crisis that affected many developed
countries, which are the main consumers of
fish products (OLDEPESCA 2012).

Due to the decrease in the rate of growth of
aquaculture production, the stagnation of
wild fisheries and the continued increase in
demand, the pressure on fish products has
increased since 2010, which has caused an
increase in prices that reached a new peak in
2011. Despite economic instability in many
of the world’s major economies, higher prices
and strong demand in developing countries
increased the value of trade in 2011 to over
USD 125 billion - the highest level ever
recorded (FAO 2012a). This clearly established
that the fish trade is closely linked to the
general economic situation.

High prices reported since 2010 have stimulated
aquaculture production in the region. It is
very likely that during 2013 production of
salmon in Chile will reach a new record of
800,000 tonnes. It has even been estimated
that in 2013 there will be an overproduction
of fish, which would lower prices by around
25% over the previous year. As a result,
most salmon producers have announced a
reduction in the rearing of juveniles for the
next harvest. A similar situation occurred in
Brazil and Mexico, where shrimp farming was
reduced for commercial reasons, since prices in
the US and European markets had decreased
substantially. As a result, these countries
decided to sell much of their production in the
domestic market, where prices have improved.

The production of freshwater fish in LAC has
also faced a decline in prices due to higher
imports of the Asian catfish, Pangasius, which is
imported in large quantities by most countries
of the Americas at prices significantly lower
than species grown locally, such as tilapia.
This has caused major problems for regional
producers.

There is growing concern about the
effects of climate change on fisheries and
aquaculture

Although its real consequences are not yet
clear, climate change is a general concern
for the industry. Determining which group,
region or species is more exposed to the effects
of climate change means quantifying their
vulnerability, which should be the first step in
the development of policies for climate change
adaptation and mitigation (FAO 2013b).

Globally, many studies have analyzed the
effects of climate change on the environment,
economy and society, but there is still a
significant degree of confusion and debate over
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the methods of assessment that should be used
to develop and coordinate effective policies
(FAO 2013b).

There have been various studies that have
analyzed, indirectly, the effect of climate change
on the wild fishing and aquaculture sector. For
example, there have been studies examining
the effect of natural disasters caused by the rise
in sea levels, the increase in the severity and
frequency of storms, and changes in patterns
of circulation of ocean currents, rain and river
flow. Several studies have also been performed
concerning the changing physical and chemical
conditions in the ocean, such as research on
vulnerability to acidification, temperature
change and the concentration of oxygen and
nitrogen (FAO 2013b). However, the specific
effects of this phenomenon on the production
of fish for human consumption have not yet
been investigated. In fact, the fisheries sector
was mentioned only once in the report by the
Intergovernmental Panel on Climate Change
(IPCC) in 2007, which indicated the probability
of changes in ecosystem productivity and in
fisheries in general (FAO 2013c).

At the regional level, it is difficult to establish
trends in the effects of climate change on fis-
hing and aquaculture when not enough infor-
mation is available. Most of the information is
at the community or subnational level, but it
is not extensive enough to evaluate national
or regional approaches to policy development
(FAO 2013Db). The few studies conducted in the
region include one that focused on the effect
of acidification in Caribbean countries, where
exploitation of coral reef resources continues
despite the fact that this ecosystem has proven
to be highly vulnerable to acidification of the
oceans (McConney 2012).

Although 27 countries have submitted the
Second National Communication under the
United Nations Framework Convention on
Climate Change (UNFCCC) and seven are
preparing their Third Communication, the
fisheries and aquaculture sector is generally

poorly represented, even in countries where
the sector is important to national GDP.

ECLAC (2009) also conducted an analysis of
the effects of climate change on the coastline
of LAC, but without considering its effect on
the production of fish. Other initiatives are
underway, such as FAO’s project to determine
the impacts of climate change on fishing and
aquaculture and the capacity for adaptation in
various countries and regions of LAC. In this
regard, studies are being carried out in Central
America (Nicaragua, Honduras and El Salvador)
and the South Pacific (Peru and Chile).

PRrRoOSPECTS

If precautionary measures are not taken,
the growing demand for fish could mean
that most marine resources will continue
to be overexploited

Currently, 75% of marine resources are either
fully exploited or over-exploited. The increase in
per capita consumption in developing countries
will continue to put greater pressure on
traditional resources and increase the demand for
non-traditional products, which will be reflected
in changes in landings per country, fishing zones
and species (FAO 2012a and 2012b).

The oceans will not be able to meet the higher
demand for fish from the world’s population.
Considering the current level of productivity
in the oceans, and keeping the rate of
exploitation constant, wild fish landings will
not exceed 90 million tonnes in the medium
term, even though it is predicted that by 2020
an additional 23 million tonnes will be needed
to satisfy global demand.

In the short term, the supply of fish from wild
fisheries could be even more restricted if some
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stocksare protected toprevent overexploitation.
The European Union, the largest consumer of
fish as a bloc, has gradually reduced its fish
production because of overexploitation along
its coasts. As a result, it has recently decided to
establish a new common fisheries policy, which
establishes sustainable rates of production from
2014 (European Commission 2013).

If countries in LAC do not establish policies
to halt the depletion of fish stocks, many of
their main species could run a severe risk of
overexploitation. Such is the case of anchoveta
and Chilean jack mackerel in South America,
pelagic species that are the main input for
the production of fishmeal and fish oil. It is
expected that demand and prices for these
products will increase over the next few years.
Of these two species, anchoveta has the greatest
possibility of recovery thanks to the fact that
in 2012 the Peruvian government established
strict regulations to protect the area (first five
nautical miles) where 65% of the biomass of
this resource is concentrated, and to limit the
amount available for capture to the lower limit
of the confidence interval estimated for this
resource (IMARPE 2013).

The situation for Chilean jack mackerel is more
serious, which is why the Chilean government
has taken the first steps with the new Fisheries
Act, which sets quotas determined by a scientific
committee. At the same time, given that the fish
migrates beyond Chilean borders, it has urged
the governments of Peru and China, two of
Chile’s main competitors in the production of
this resource, to sign a regional agreement on
the conservation and management of deep-sea
fishery resources in the southern Pacific Ocean.

In the Caribbean and Central America, lobster
(Panalirus Argus) faced a similar danger since
rising demand from the tourism sector had
caused its overexploitation. During 2010, the
lobster population fell by 40%, which left the
species in a critical state. Bans on lobster fishing,
introduced in 2010, have helped the species to
recover, however. It is estimated that 15% of

the lobster stock has already recovered. The
ban applied to Belize, Costa Rica, Guatemala,
Honduras, Nicaragua, Panama and Dominican
Republic. The reproduction and sustainability
of the species has also improved, as well as its
availability for export.

Increased aquaculture production could
increase pressure on the main pelagic
species in South America due to higher
demand for fishmeal

Fish farming should meet higher demand for fish
in the future. In 2013, global annual per capita
fish consumption is nearing 20 kg, with almost
half of this amount coming from aquaculture.
Studies have established that during the period
2014-2021 fish production from aquaculture
will reach 79 million tonnes, i.e., 33% more
than current production (FAO 2012a and
2012b). This increased production could meet
the higher demand is expected in this period.

The main protein input currently used for fish
feed in aquaculture is fishmeal. This comes
from the processing of pelagic fish, such as jack
mackerel and the South American anchoveta.
Due to the growth expected in the aquaculture
sector, demand for fishmeal and fish oil should
rise. It has been estimated that the production
of fishmeal needs to increase 15% by 2021
(Jackson 2012). However, the increased
pressure caused by the direct consumption
of fish will restrict the availability of pelagic
fish for producing fishmeal. For this reason,
there are multiple research groups in the
region, and the world, dedicated to the search
for alternative sources of protein that could
replace, at least partially, fishmeal in feed for
animals, including fish.

Despite the increase in the consumption of
freshwater and omnivorous species, mainly
in the Asian market, consumers still prefer
carnivorous species or species with a high trophic
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level (such as salmon, trout and tuna), which
pushes up their market value and demand. The
production of this type of species is due to the
high value of exports to more affluent markets.
During 2011, production of these species
reached a new record (FISHSTAT 2013).

Omnivorous species, with a low trophic level,
require 3% fishmeal in their feed; by contrast,
carnivorous species with a high trophic
level need 20-25% of fishmeal in their diet.
Therefore, it is expected that aquaculture
businesses will further increase pressure on
fishmeal and fish oil (FAO 2012a and 2012b).
In LAC, the highest proportion of aquaculture
production comes from farm-raised salmon
(Chile) and crustaceans (Brazil, Mexico and
Ecuador), two groups of species that require
the most fishmeal to produce.

In spite of this, due to increasing demand for
fish for human consumption it is expected that
the portion of captured fish used to produce
fishmeal and fish oil will fall from 22% to 17%
by 2021 (FAO 2012a), even though demand for
fishmeal is set to rise by 15% during the same
period (Jackson 2012). Therefore, in order to
meet this increase in demand fish waste must
be reduced. It is estimated that 87% of the
increase could be covered by better utilization
of waste (FAO 2012a and 2012b).

The probable shortage of pelagic fish intended
for the production of fishmeal and fish oil,
and the resulting increase in the price of
fishmeal, could become a limiting factor in the
development of aquaculture. In order to avoid
this situation, technological efforts are being
made to reduce the medium-term demand for
fishmeal. For example, over the next 10 to 12
years, the inclusion of fishmeal in the diets of
different species of carnivorous crustaceans and
fish could be reduced by between 10% and
22%, and between 2% and 5% in the case of
omnivorous fish. This is also expected to improve
Feed Conversion Efficiency (FCE) indices by
2020 for many aquaculture species that depend
on industrial feed, like carp and catfish.

According to the FAO (2012a), the
sustainability of the aquaculture sector in
the medium-term is likely to depend on the
supply of carbohydrates, oils and animal and
plant proteins for the production of fish feed.
Therefore, the aquaculture sector should place
greater emphasis on ensuring a sustainable
supply of animal and plant ingredients.

If these predictions are accurate, the amount of
fishmeal usedin feed could be reduced by almost
6% by 2020. Even so, if the rate of growth in
the aquaculture sector continues, it will require
increasingly more feed based on these type of
inputs. Coupled with the increased demand
for forage fish for direct human consumption,
bait and aquaculture or agricultural uses, this
situation could spur overexploitation of pelagic
fish that are important for the fishing industry
in South America. Given that forage fish are
the ecological basis of the marine ecosystem,
their overuse could have serious consequences
for the marine environment that are difficult
to measure.

Overexploitation and greater demand for
fish could make prices more volatile

Stagnation in supply and an increase in
demand could lead to higher prices. Since
the beginning of this decade, fish production
has not been able to keep pace with demand,
which has caused prices to rise. This trend
could continue through 2020 (FAO 2012a). In
addition, higher prices for fish products could
increase the risk of volatility.

With regard to the supply of fish, by 2022 total
landings of wild fish are expected to increase
by just 5%, while aquaculture will grow 35 %
from the average observed for the period 2010-
2012 (wild fish landings will reach 63 million
tonnes and aquaculture 85 million tonnes by
2022) (OECD 2013).
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Due to the growth expected in the aquaculture
sector, demand for fishmeal and fish oil should
increase. It has been estimated that fishmeal
production should be 15% higher by 2021
(Jackson 2012). However, increased pressure
on the direct consumption of fish will restrict
the availability of pelagic fish for fishmeal, and
thereby push up its market price (FAO 2012a
and 2012b). For example, the average price of
fish oil in the last quarter of 2012 was USD 2183
per tonne, which was 43% higher than the
average price in the last quarter of 2011. The
increase in demand for fish oil for aquaculture
and human consumption, along with weak
supply in 2012, are probably the main reasons
for the record prices reached in 2013.

The restriction in the supply of fish and rising
costs of feed for the main commercial species
are causing international prices of fish products
to rise. While the price observed for shrimp has
dropped over the past few years, in the short
term prices are expected to rise sharply for this
and other farmed species, such as salmon and
certain bivalves, due to problems of supply and
rising costs of feed. Higher prices have also been
observed in some species of wild fish, like tuna.
As a result, during the past two years the fish
price index has risen to exceptional levels. In
the coming months, world fish prices are likely
to remain at high levels due to the limitations of
supply for some important species (FAO 2013a).

Thanks to research carried out to reduce the
dependency of aquaculture on fishmeal and fish
oil, in the medium term an effective substitute
could be found using alternative ingredients,
which would help lower the cost of production
of species like shrimp and salmon.

At the regional level, the volatility in catch
sizes is also a consequence of environmental
phenomena, such as temperature variations
due to El Nino, which sporadically affects
fishing on average one or two years in every
decade (NOAA 2012). Likewise, global
warming affects the temperature of the oceans
and, therefore, the intensity of the impact of El

Nifno. In addition, when resources are in a state
of overexploitation, they are most vulnerable to
the effects of these environmental phenomena.

It is necessary to carry out further research on
this issue, and to draw up environmental and
financial risk management plans that consider
these conditions.

There is no consensus on the effects
of climate change due to insufficient
scientific data

Due to the lack of information about the
effects of climate change on fisheries and
aquaculture, it is difficult to distinguish the
impacts of “normal” climate variability from
those associated with climate change. This,
in turn, complicates the prediction of future
scenarios, including the frequency and
intensity of hurricanes and big storms, as well
as the El Nino phenomenon.

In general, one of the most important problems
that increases the exposure and sensitivity of
fisheriesto climate changeisthe overexploitation
of many species. The higher the level of
exploitation of a species, the lower its resilience
to environmental phenomena (FAO 2013b).
This situation occurs in most countries and in
most of the ecosystems of the region. In this
regard, the greatest concern is about anchoveta
and jack mackerel in the South Pacific, and
lobster in Central America and the Caribbean.
However, it is difficult to separate these effects
from those caused by human activity.

Allison et al. (2009) analyzed the vulnerability
of the fisheries sector in 132 countries to the
impact of climate change through 2050. From
this study, one of just a few in the region, it
emerged that the most vulnerable countries
in LAC are Peru and Colombia. Even so, the
analysis of oceanographic fluctuations is very

The outlook for agriculture and rural development in the Americas —ECLAC FAO IICA—



uncertain and appears to be just as important
as the longer-term trend imposed by human-
induced climate change, which is why it is
not currently possible to project interdecadal
variability in the future (FAO 2013b).

Given that the vulnerability of aquaculture to
climate change is at least partly determined by
the manner in which projects are managed,
only general recommendations can be given.
However, a well-planned aquaculture sector
that is managed with good practices, which
is strategically located in an area where there
is good sanitation management, is generally
better prepared for climate emergencies and
other unforeseen events.

PoLICY RECOMMENDATIONS

Risks that may cause price volatility for
fish products should be managed

To manage the risks of price volatility, it is
necessary to address their root cause. As
mentioned in the Prospects section, it is likely
that the risks of volatility will increase as a
result of an increase in the price of fish. The
main cause is the uneven growth of supply
and demand, coupled with higher production
costs, mainly due to an increase in the price
of fishmeal. Therefore, in order to manage
risks that may lead to price volatility in the
sector, policies are needed that contribute
to increasing the supply of fish and lowering
production costs.

As a first step, one proposal is to lower costs in
the region’s existing aquaculture production.
This can be achieved by reducing dependency
on fishmeal and fish oil. The technology has
already been developed, but it is necessary
to strengthen assistance programs for
aquaculture in the region. Technology transfer

should target technical advances that allow
the efficient use of low-cost feed alternatives
to fishmeal and fish oil. This effort should
focus mainly on producers dedicated to the
breeding of species that are highly dependent
on fishmeal, such as the carnivorous species
produced in large amounts in the region,
including shrimp and salmon, which account
for 49% of regional aquaculture production.
Given that these products are being developed
by large companies in Chile, Ecuador, Brazil
and Mexico, the companies in question could
partner with state institutions to hold seminars
and workshops and make technological
visits, all with the aim of sharing experiences
and defining targets for reducing fishmeal
consumption.

In addition, it is necessary to increase the
supply of low-cost fish. A way to achieve this
is through the development of freshwater
aquaculture. This has been a relatively
easy point of entry for the development of
ARELs and AMYPEs, due to the low level of
investment required and the development of
diets based on local resources.

As well as generating extra income for small-
scale producers, these products play an active
role in ensuring the food security of areas with
low access to high-quality animal protein.
Therefore, this type of measure could become
more important in agricultural areas with low
access to marine products, such as Bolivia,
Paraguay, the interior of Argentina, Brazil,
Peru, and the Caribbean countries in general. In
these sectors, policies must take a multisectoral
approach (with aquaculture inserted within
family farming), considering the available
inputs and the local environmental conditions.

Another way to increase the supply of low-cost
fish is to feed the local population with fish of
low economic value, such as anchovies and
sardines. Paradoxically, pelagic fish, such as
those mentioned previously, are used as inputs
for the production of fishmeal and fish oil. These
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are fish that have the richest composition in
proteins and healthy fatty acids (omega-3, EPA
and DHA) and their consumption contributes
to the reduction of cholesterol, triglycerides,
blood pressure and insulin resistance. In
comparative terms, eating those fish is much
more beneficial than consuming chicken,
turkey or pork. However, while LAC is the
largest producers of this type of fish, per capita
fish consumption in the region is well below
the world average (on average 9 kg per year in
LAC versus 19 kg worldwide).

Therefore, it is necessary to change the current
situation whereby developing countries are
the main exporters of inedible fish products
(developing countries as a whole account for
three quarters of global exports of inedible fish,
with fishmeal exports making up a third of the
total). In many countries of the region, the
population could be nourished with low-priced
fish caught by their own fishing fleets. For
example, Peru’s A comer pescado (“Let’s eat fish”)
program aims to promote the consumption of
low-cost fish, such as anchoveta, by low-income
families in the Peruvian sierra. In addition, a
2012 law created a five-mile exclusion zone for
artisanal fishing vessels, which is where 65%
of the biomass of the anchovy is found. Under
this law, fish caught within this area must only
be used for direct human consumption.

In summary, policies are needed to stimulate the
local consumption of fish with low economic
and high nutritional value, mainly by the most
vulnerable sector of the population. In this
regard, the state should play a more active role
in ensuring the food security of the population,
as recommended in the voluntary guidelines
on responsible governance for land tenure,
fisheries and forests in the context of national
food security (FAO 2012c¢).

Measures are needed to promote the sus-
tainable management of fisheries and
aquaculture

The environmental consequences of increasing
the supply of fish should be considered
(Rockstrom et al. 2009). This means it is
essential to establish limits for the operation
of the fish food industry, in such a way that
production is sustainable.

Some 49% of the fish production in LAC is
highly dependent on fishmeal and fish oil. This
production is comprised of carnivorous species
of high commercial value, such as salmon and
shrimp. The production of fishmeal and fish oil
involves the capture and processing of pelagic
fish known as forage fish. The mass consumption
of these inputs has led to overexploitation of
pelagic fish, which are the basis of the marine
food chain. The main producers of fishmeal
and fish oil globally are Peru and Chile. In this
regard, it is paradoxical that higher production
of salmon and shrimp in the region may have an
indeterminate but high environmental impact
on marine fish in the Pacific Ocean.

In this context, it is necessary to determine
how much of which species can be produced.
It is acceptable to produce species with a high
trophic level if their market value is attractive
and they generate economic and social
benetfits for the country, but there should be a
production limit. Clearly, the limit for species
of lower trophic level (such as freshwater fish,
which can feed on vegetable inputs) should be
greater than the limit for species that require
a greater percentage of fishmeal in their diet.

Sardines, anchoveta and Chilean jack mackerel
are the major inputs for the production of
fishmeal in LAC. The protection of these species
is essential for the maintenance of a healthy
ecosystem in the Pacific marine environment.
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Without marine resources, no aquaculture is
possible. Higher fishmeal and fish oil prices
(due to insufficient supplies) could cause the
economic powers to exert greater pressure
on the production of these species. Despite
measures to protect anchoveta in Peru and jack
mackerel in Chile, it is important to maintain the
monitoring of catch limits, since these species are
tully exploited and overexploited, respectively.

The artisanal fishing community should
be supported through the use of a special
label for its products that would allow
consumers to differentiate them from
aquaculture products

Products from wild fishing and aquaculture
are seen as equivalent goods, meaning that the
consumer does not appreciate differences between
the two. In other words, once a minimum quality
standard is met, consumers see no difference
between fish produced on a farm and fish caught
in the ocean. Currently, both types of fish are
considered commodities, like alternative products
such as meat and animal feed.

Aquaculture is a sector in constant growth and
is becoming an alternative to the consumption
of animal protein. The sector generates
an infinite number of products due to the
breeding of a large number of species. Some
of them are highly specialized and go to more
demanding markets, which are willing to pay
a higher value. Others, however, such as some
freshwater species, are produced at low cost
and there is no reason why they cannot be
considered basic commodities.

Fish caught through wild fishing for human
consumption should not be considered
commodities, since these are the last wild
resource remaining for mass consumption. It is
a product that usually comes from areas of low
pollution and is fed naturally.

In LAC, industrial fishing fleets catch pelagic
fish for processing into fishmeal and fish oil.
Peru and Chile are two of the leading exporters
of fishmeal in the world. Meanwhile, artisanal
fisheries, which provide a livelihood for close to
one million familiesin the region, catch fish that
are usually destined for direct consumption.
Their products are caught through minimally
invasive techniques and their fishing efforts are
focused on specific areas. Even so, many stocks
exploited by artisanal fisherfolk are in a state of
overexploitation, so countries like Argentina,
Chile and Mexico have made important efforts
to implement a sustainable catch limit.

It is essential to generate an economic
incentive to encourage fisherfolk to exploit
their resources sustainably, but also so they
can earn enough to support their families.
If they do not receive a reasonable profit for
their fish, they will be forced to catch more to
improve their income. One way is by ensuring
that fisherfolk get a fair price, which can be
achieved by means of labeling, to differentiate
their products in the market.

The new common fisheries policy of the
European Union involves new marketing
standards on labeling, quality and traceability,
which will offer consumers clearer information
about the provenance of the fish. It also aims to
help producers, fish processors and distributors
to get a fair price for their output and at the
same time promote sustainable fisheries. Certain
label information is mandatory, for example,
to differentiate the products of wild fishing and
aquaculture. Other information will be voluntary.
The aim is to implement the new regulations on
labeling in 2014 (European Commission 2013).

Although this is a new area, in 2005 the FAO
issued guidelines for the eco-labeling of fish and
fishery products from wild marine and continental
fishing, as well as aquaculture (FAO 2005).
Certification and eco-labeling schemes have arisen
in response to concerns about environmental
sustainability and the clear reduction in many of
the world’s major fish stocks.
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Due to the increased awareness and the
interest of consumers in matters relating to the
environment, eco-labeling and certification
systems could improve access to certain
markets and offer a higher price that better
reflects the real value of fish and fish products.
Certification can create an incentive for
fisherfolk to use responsible fishing practices
and receive a fair price for their products.

The Marine Stewardship Council (MSC) was
established as follow-up to the guidelines
proposed by the FAO. A non-governmental
international organization, it aims to promote
environmentally responsible, socially beneficial
and economically viable fishing all over the
world. The MSC certificate of responsible
fisheries management helps products to obtain
a better price in the most demanding markets.
In order to obtain the certificate, minimum
requirements must be met, however.

Currently, 7% of fisheries in developing
countries have MSC certification. Some cases of
regional certification are Argentine anchovies
and hake, Mexican sardines and lobster, and the
Patagonian scallop. Chilean hake and mussels
are currently being studied, as is Mexican tuna.

It is recommended that authorities analyze and
promote the certification of artisanal fisherfolk as
a tool to protect their livelihoods and to promote
sustainable fishing practices in the region.

Climate change mitigation and adapta-
tion requires more information about its
likely consequences

In LAC, policies should be designed to
strengthen the knowledge base regarding
the impact of climate change on fishing and
aquaculture on a national and regional scale.
Better data is obtained from studies carried out
at the community level, but developing policies
at the national or regional level requires joint
studies at the subnational level.

Regional results can be obtained through
coordinated efforts to manage fisheries
resources and aquaculture in the region. Only
in this way can the changes needed to reduce
exposure to climate change be made while
helping fisherfolk and aquaculture producers
to adapt. For this reason, legal and regulatory
frameworks are needed that facilitate measures
of this kind (FAO 2013b).

The exchange of knowledge is vital to achieving
the desired results, which means building
capacity at all levels (communities of fisherfolk
and aquaculture producers, private and public
sector). This can help to draw the attention of
authorities to fishing and aquaculture in terms
of the sector’s need to adapt to climate change
and its potential as an alternative means of
employment/adaptation for other sectors.

CONCLUSIONS

It is important to define clear policies regarding
wild fishing and aquaculture production.

Given the risk of volatility in the fish market,
measures to increase fish supply and reduce
production costs are needed. These should include
measures to promote aquaculture production by
reducing producers” dependence on fishmeal and
fish oil, which is a key factor in higher production
costs. In addition, measures are needed to increase
the supply of fish oflow economicvalue, redirecting
the use of pelagic fish for human consumption
and not for the production of fishmeal, while also
encouraging freshwater aquaculture.

In order to promote aquaculture, authorities
should determine sustainable production limits.
Without marine resources, no aquaculture
is possible, especially if the type of species
farmed require a lot of fishmeal. In this regard,
it is important to coordinate efforts between
countries to establish sustainable production
limits for wild fishing and aquaculture.
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In order to protect small-scale fisheries, this
document proposes that wild fishing for
marine resources should be sustainable but
also profitable. In this regard, small-scale
fisherfolk are selective, and therefore cause less
damage to marine ecosystems. Unfortunately,
however, their products are not differentiated
by consumers and instead are regarded as
commodities. One way to develop sustainable
fisheries and increase the value of fish products
is through the use of eco-labeling, as is already
happening in the EU.

Due to the lack of information about the effects
of climate change, fisherfolk and aquaculture
producers are unaware of potential threats
and do not know how to cope with the risks
involved. In order to mitigate and adapt to
changes associated with climate variability in
general, it is necessary to identify and quantify
its likely consequences in a statistical manner
at the regional and national level.
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Chapter 2.4:
Forests







Forests

Forest conservation and sustainable management represent an important development opportunity for
family farmers.

Current regional trends suggest that, in the medium- and long-term term, forests will play an increasingly
important role in the economic development and food security of rural communities that depend on
family farming.

Facts

Forests and the trees normally found on small
farms play a key role in rural livelihoods by
providing goods and services (firewood, wood
for construction, fruits, fungi, wildlife, food for
livestock, energy, protection for the soil and
crops, among others) that are used directly
on farms or sold in local markets, and which
generate part of the income of rural families.

The countries of the region, especially those
with tropical forests, are particularly rich in
biodiversity and have a large number of plant
and animal species with potential for the ex-
traction of non-timber forest products (NTFP),
which could generate even more revenue
than the sale of timber or land-use changes
(FAO 1996). Many of these resources are
being underutilized.

Energy production accounts for 81.3% of the
wood consumed in Central America, whereas
in South America the figure is approximately
50% (FAO 2011). Much of this energy is used
by rural communities for cooking and is the-
refore an important element of their food and
nutritional security.

Supporting small-scale farmers to generate
new sources of income from forests, and at
the same time recover degraded soils, conti-
nues to be a priority for many countries of the
region, including Colombia (Law 139, 1994),
Chile (Law 701, 1998), Nicaragua (Tax Law,
2012), and Paraguay (Law 536/95).

Payment for environmental services, and in
particular the global initiative on Reducing
Emissions from Deforestation and Forest De-
gradation (REDD+), represents a great op-
portunity to promote the conservation of the
region’s forests and improve livelihoods in the
communities that depend on them.
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TRENDS

The loss of forest cover and

forest degradation have reduced
development opportunities in rural
areas of Latin America

Although the rate of annual loss of forest
cover in LAC has slowed since 2000-2005, it
still accounts for over 70% of deforestation
worldwide. In 2005-2010, forest cover in the
Caribbean increased slightly (0.6%) but the
annual rate of deforestation in Latin America
reached almost four million hectares, which
represents a decrease in forest cover of 0.4%
(FAO 2010).

Table 8. Annual variation in forest cover,

2005-2010
Area of Area of Annual
natural and | naturaland | variation
. . planted planted in forest
Latin America and forest, forest, cover
the Carlbbean 2005 2010
(LAC) (in 000 of
(milion ha) | (million ha) | ha/ year)
Mexico 65,6 64,8 -155
Central America 20,7 19,5 -249
Caribbean 6,7 6,9 +41
South America 882,3 864,3 -3581
Regional variation 975,3 955,6 -3944
World variation 4060,9 4033 -5581

Source: FAO 2010.

Although agriculture is a major factor in
deforestation in Latin America, the main
explanation for this trend is the use of land
for cattle grazing. Livestock production in
areas surrounding forests has a greater impact
on deforestation than forest communities

or communities within their immediate
vicinity (Costenbader 2011). Generally, these
communities are negatively affected by this
problem because forests are a key component
in their livelihoods, particularly in regards to
their food security. The loss of tropical forest
and biodiversity, in particular of fauna, has
a direct impact on the inhabitants of the
forest, since they are the most dependent on
the ecosystem’s services. In the case of the
inhabitants of the Amazonian forests, more
than 50% of their protein comes from hunting
wild animals (Robinson et al. 1999).

Meanwhile, the degradation of forests
continues to affect their composition, genetic
diversity and production capacity. Illegal
logging, collection of firewood for sale,
overgrazing in wooded areas, and slash-and-
burn agriculture are some of the causes of this
degradation. This damage to the forest resource
is difficult to assess and monitor. Through
projects designed to reduce emissions from
deforestation and REDD+, many countries in
the region have made efforts to identify the
causes of deforestation and forest degradation,
and assess their impact on opportunities for
development in rural areas.

Climate change mainly affects
vulnerable populations and
family farmers

The IPCC (2007b) forecasts that rainfall and
temperature levels will vary considerably
in both Latin America and the Caribbean in
the wake of the changes wrought by global
warming. The possible effects are varied, due
to the scarcity of water year-round, the spread
of pests and diseases, and the proliferation of
invasive species that can negatively impact
natural ecosystems and, especially, family
farming systems (COPROFAM and PROCISUR
2011). For example, the region has seen an
increase in extreme weather events such as
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hurricanes and tornados, which cause great
destruction and particularly affect smallholders,
since generally they do not have insurance or
financial resources to restore their productive
capacity (IPCC 2007b).

According to ECLAC-GTZ (2009), the cost of
the damage caused by hydro-meteorological
phenomena in the last 40 years in the region
has reached USD 80 billion. If appropriate
measures are not taken for climate change
mitigation and the adaptation of farming, the
resources on which farming is based could
suffer irreversible damage (IAASTD 2009).

Forests are closely linked to climate change.
On the one hand, they play a fundamental role
in the capture and storage of carbon that help
to mitigate its effects but, on the other, they
are an important source of emissions. About
20% of greenhouse gas (GHG) emissions are
generated by deforestation and degradation of
forests (UN-REDD 2013). Therefore, the loss
of forests directly affects family farmers and
denies them development opportunities due to
the loss of goods and services, as well as the
resulting increase in climate variability that
significantly alters their productive activities.

Natural forest ecosystems are more resilient
to climate variability than plantation forests
and these, in turn, are more resilient than
agricultural crops. This situation has spurred
the development of legislation and programs
designed to promote the conservation of natural
forests, the recovery of degraded areas with
forest plantations or management of natural
forest regeneration, and the implementation
of agricultural adaptation measures in order
to improve the response capacity of the most
vulnerable farmers. Some countries, such as
Chile, Guatemala and Uruguay, have already
begun to design and implement climate change
adaptation programs, with special emphasis on
promoting integrated agricultural systems for
small and medium-sized producers (TGM 2013
and ODEPA 2013).

The services that forests provide
are being valorized and can
generate significant benefits for
rural communities

In general, the multiple benefits generated
by forests are considered public goods and,
therefore, they are not assigned a monetary
value. However, in the 1990s the potential use
of forests to provide environmental services
emerged as a possible source of income for
farmers in rural communities, and different
techniques were developed to determine the
value of such services. Since then, a number
of countries, led by Costa Rica, have begun to
valorize the environmental services provided
by forests and design legal mechanisms so that
forest owners can benefit.

According to TEEB (2010), forests and other
ecosystems account for between 47 % and 89%
of the livelihoods of rural populations through
ecosystem services and other direct benefits.
This shows the importance of conservation for
poverty reduction.

Currently, carbon sequestration by natural
and planted forests is a great opportunity for
small-scale farmers and forest communities,
especially indigenous communities. The
REDD+ initiative, which emerged in 2007
under the auspices of the United Nations
Framework Convention on Climate Change
(UNFCCC), offers an important opportunity
since many developed countries are willing to
pay for the reduction of emissions caused by
deforestation and forest degradation.

If the annual rate of global deforestation
were halved by 2030, annual greenhouse
gas emissions would be reduced by between
1.5 and 2.7 Gt of CO2, which would avoid
damages caused by climate change worth a
net present-day value of USD 3.7 billion. This
figure does not include co-benefits generated
by forest ecosystems (TEEB 2010).

A perspective on Latin America and the Caribbean

103



104

In Latin America there are already important
initiatives financed by developed countries.
Brazil, Guyana, Mexico and Peru are
implementing pilot projects, while other
countries are preparing to take advantage
of the services generated by their forests.
While it is true that the current focus is on
carbon sequestration, the potential of other
services generated by forests, including
biodiversity conservation, water production,
soil conservation, and the reduction of risks
associated with landslides and erosion, should
not be ignored.

Important efforts have been made in the
region to valorize these services, so that local
communities committed to the care of forests
are properly compensated. Payments for water
production are becoming a reality. Some
countries have already created legislation in
this regard, such as Costa Rica where power
companies offer compensation to maintain or
restore forests in river basins that supply them
with water. Similarly, for more than a decade
several municipalities in Ecuador have ensured
enough water for human consumption through
payment to communities in the river basins that
supply them (Lamb 2008). Similar examples are
to be found in Mexico, Honduras, Guatemala
and Bolivia. The tourism potential of certain
areas has also been valorized, which has helped
to generate resources for communities.

Resolving problems of land and forest
ownership is a priority for governments

The failure to afford farmers security by
formalizing land and forest ownership is one of
themostimportant obstaclestothe development
of family farming. This is a particular problem
for the development of forestry activities, both
forest management and plantations, since
they are long-term undertakings with multi-
year production cycles. The lack of formal

property titles prevents small landowners from
obtaining loans or benefits established in forest
development and native forest management
laws designed by governments to promote
the development of family farming. In Chile,
for example, forestry promotion laws favor
individuals or communities that have legally
acquired ownership of the land (Cabana
2011). In addition, the lack of legal ownership
is a disincentive to long-term planning with a
vision of sustainability.

This is a common denominator in most of
the countries of the region, since about 50%
of farmers do not hold ownership of the land
they work (ECLAC et al. 2012). Indigenous
peoples not only lack title; in many cases, their
lands have not been demarcated. In Brazil,
only 37% of the indigenous territory had been
demarcated in 2003 (Herrera 2005), and little
progress has been made since then. A bill for
the allocation of indigenous lands is currently
(2013) being debated in Congress'.

Many countries in the region have taken action
to register land titles, both of individuals and
communities. In the last 15 years, with loans
from the World Bank and the Inter-American
Development Bank (IDB), over 50 projects
aimed at formalizing land ownership and
modernizing rural land registration systems
have been implemented in the region. This
task, which is still pending in many countries
of the region, mainly affects the development
of forestry activities on small properties.

1. More information available at http://wwwl.folha.uol.com.br/
poder/2013/04/1263519-indios-dizem-que-so-saem-da-camara-

se-pec-sobre-demarcacoes-for-extinta.shtml
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PRrROSPECTS

Planting and managing forests can
strengthen family farming

Many countries in the region have implemented
policies aimed at promoting forest management
and conservation, as well as the establishment
of plantations in suitable areas devoid of
vegetation in order to diversify production on
small farms. In addition, they have promoted the
development of institutional services suited to
the needs and characteristics of family farming,
including technical and financial assistance to
encourage forestation, agroforestry and forest
management by smallholders and rural and
indigenous communities.

In 2012, Panama began implementing a plan for
the conservation and sustainable management
of 440,000 hectares of forest in indigenous
communities in the province of Darien. The
goal was to reduce illegal logging by 75%
within a period of approximately five years
and to strengthen community-based forest
enterprises that would improve the quality of
life of the indigenous population.

In Chile, small forest owners may apply either
individually or collectively to a fund established
under Law 20283 of 2008 to execute forest
management plans or to establish plantations
in degraded areas. In addition, the Chilean
Congress is discussing another amendment to
Law 701, previously amended in 1989. The
main objective of the amendment is to help
small landowners to establish forest plantations
on land suitable for productive purposes or
conservation. For the first time, this would
include incentives for plantations with purely
environmental purposes, such as the recovery
of degraded soils and carbon sequestration.

In Bolivia, with support from IICA, a five-year
program was launched in 2010 to strengthen

the national system of innovation in farming
and forestry. One of its goals is to provide
technical assistance aimed especially at small
and medium-sized farms.

In the medium term, the establishment of
forest plantations and forest management
systems are important activities to strengthen
family farming.

REDD+ programs could generate
important benefits for rural
communities

Twenty-three countries* in the region are
developing REDD+ programs related to
emissions reductions, through the UN-REDD
programs of the United Nations, the Forest
Carbon Partnership Facility (FCPF) and the
World Bank'’s Forest Investment Program (FIP).
Countries are strengthening national systems
of valorization, reporting and verification of
forest carbon stocks, in order to eventually
issue emissions reduction certificates, to be
traded via the mechanisms established by the
UNFCCC. Most of the resources generated by
the marketing of these certificates are expected
to benefit communities that live off the forests
and promote conservation, thereby reducing
CO2 emissions.

The conservation of forests should generate
other social and environmental benefits besides
emissions reduction certificates. For these
benefits to be effective, it is important that the
State or other organizations lend support to
the process of marketing the certificates. It is
difficult for small landholders to obtain such
benefits individually. However, in the Chocé-

2. Argentina, Bolivia, Brasil, Chile, Colombia, Costa Rica, Dominica, Ecua-
dor, El Salvador, Guatemala, Grenada, Guyana, Hait{, Honduras, Jamaica,
México, Nicaragua, Panama, Paraguay, Pert, Santa Lucfa, San Vicente y las
Granadinas, Surinam.
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Darién area of Colombia, several communities
that depend on forests are generating revenue
from the sale of carbon credits while preserving
their traditional ways of life (Butler 2013).

Even though the UNFCCC is still studying
the REDD+ mechanism, donor countries
have already contributed significant financial
resources for the implementation of these
programs. In the region, there is the Amazon
Fund, a Brazilian fund supported by Norway
and Germany, whose goal is to reduce the loss
of the Amazonian rainforest through various
initiatives, from research to support for local
communities interested in the conservation of
their forests.

In March 2013, Chile registered the first
Nationally Appropriate Mitigation Action
(NAMA)’ for forests with the UNFCCC. That
project, which has international support,
aims to generate additional revenue for
small forest owners by marketing carbon
credits through a platform for the generation
and sale of carbon credits by Chile’s forest
sector (PBCCh). This is a good example of
how the services provided by forests, in this
case carbon sequestration, can benefit rural
landowners and indigenous communities.

Forests will play an increasingly
important role in generating income
and creating livelihoods in rural
farming communities

Regional policies to encourage new settlements
and the expansion of the agricultural frontier
have promoted deforestation through
mechanisms that require farmers to clear the
land as a condition for granting ownership.

3. These are actions taken by developing countries as part of a commitment to
reducing greenhouse gas emissions.
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The region is losing nearly four million
hectares of forests per year as a result, which
reflects the lack of vision about their potential
for economic and social development, and
their environmental significance. However,
there has been a positive change in society’s
perception of the role played by forests in
climate change mitigation, in the regulation of
the hydrological cycle and in the food security
of communities living in or near forests. In
view of this development, policies should be
adjusted gradually in order to respond to the
new circumstances.

Inrural areas, forests and the trees that normally
grow on farms are essential for the subsistence
of rural families, since they supply the inputs
for agricultural and livestock activities, such
as the building of fences, corrals and sheds, as
well as food for people and animals. Although
there is no data on the economic importance
of forests for the rural family economy, it is
known that the sale of wood, fruits and other
forest products constitutes a significant source
of income for small-scale farmers in the region.
As noted above, this activity may account for
more than 80% of the livelihoods of some
rural residents.

In addition, forests are the main source of
energy in the rural communities of LAC.
According to FAO (2011), 81.3% of the
wood consumed in Central America goes to
the production of firewood, while in South
America it is approximately 50%.

Furthermore, vegetation in dry lands and
mountainous areas provides rural communities
with wood for fuel and construction, as well as
being an important source of food for livestock.

In summary, forest management, the
extraction of non-timber forest products and
the sustainable use of forest resources should
be fostered and properly funded to help
strengthen the productive activities of small-
scale farmers.

PoLICY RECOMMENDATIONS

Controlling deforestation should be a
priority within the framework of public
policies to promote the development of
family farming

Deforestation reduces rural development
opportunities, since it deprives people of
livelihoods, as well as energy sources and
environmental services. In addition, its effect
on the climate has serious consequences for
the productive activities of small-scale farmers.
Therefore, efforts to promote the development
of family farming should consider the need for
policies designed to control deforestation.

In this regard, national emissions reductions
efforts, such as REDD+, can generate important
benetfits for forest-dependent communities in
the medium and long terms. To achieve that
goal, together with the development of REDD+
initiatives, public policies should be developed
to ensure that communities that use forests
or are located inside them benefit directly
from reductions in emissions that cause
deforestation and forest degradation. Such
policies should integrate small landowners
and indigenous communities into the design
and implementation of programs, through
mechanisms that ensure that the benefits
generated are distributed fairly.

Specific public policies should be developed,
strengthened and implemented that promote
activities designed to foster the conservation
and sustainable management of forests,
afforestation and agroforestry among family
farmers. This calls for specific incentives for
forest management and reforestation, adequate
training and technology transfer programs, and
the strengthening of farmers’ organizations.
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Climate change adaptation in family
farming should be promoted through
forestry activities

Climate change may severely affect the conditions
in which family farming takes place. This means
that countries should incorporate this sector of the
rural population into climate change adaptation
plans for the agroforestry sector. Adaptation
measures should include an integral approach
to land management, as well as aspects related
to water use in agriculture, studies of new plant

and animal varieties, plant breeding, the review
of planting dates, early warning mechanisms to
reduce the risk of extreme weather events, and
training programs to involve family farmers in
these processes of change.

In addition to the specific adaptation practices
that need to be developed and incorporated into
agriculture, forestry activities can improve the
resilience of family farmers to climate change.

4. Environment and Development Action (ENDA) is a non-governmental
organization NGO).
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Farms with diversified productive activities,
including conservation and management
of natural forests and plantations, semi-
perennial crops, annual agricultural crops and
livestock activities in silvopastoral systems,
can substantially improve the capacity of small
farmers to adapt to the new conditions caused
by climate change.

Governments should move ahead with
the valorization of environmental
services from forests and the
development of the conditions for the
payment of such services

The environmental services generated by forests
are being recognized in several countries of the
region. This trend could generate new sources
of revenue for their owners, which would
encourage conservation and management. To
that end, it is essential that countries move
forward with their efforts to valorize such
services and develop the legislation required to
regulate payments for environmental services,
particularly the communities that live in direct
contact with forests.

In addition, public policies should be designed
to promote economic incentives for rural
populations that conserve and properly
manage forests through the environmental
services they provide. This could generate a
significant flow of resources towards the rural
environment and more equitable development,
which would also improve the quality of life of
farmers and rural communities.

When the community recognizes and pays
for environmental services, it becomes more
aware of its environment and the importance
of the proper use of natural resources.

Formalizing land ownership to promote
forest management and other forestry
activities by family farmers

Countries should strive to solve problems
relating to land titles and the allocation of land.
The registration of titles of small landholders
and indigenous communities is a critical step
for economic development, and particularly
for the development of forestry activities.
Given the long-term vision required by forestry
activities, resolving the issue of land ownership
is important.

However, this issue should be linked with
strategies and mechanisms that facilitate the
development of communities and the integrated
management of their land, since simply giving out
titles does not necessarily consolidate ownership
and promote the proper use of natural resources.

CONCLUSIONS

The loss of forests directly affects family farmers.
On the one hand, it limits their development
options and, on the other, it produces climate
variations that weaken their agricultural
productive activities. The last decade has been
characterized by strong climatic phenomena,
with devastating effects on agriculture and
especially for small and medium-sized farmers,
who do not have the means to restore their
productive capacity.

The control of deforestation and forest
degradation must be considered in regional
policies, not only because LAC has the highest
rate of loss of forest cover worldwide, which
seriously affects the livelihoods of rural dwellers,
but also because of its importance in the
mitigation of climate change at the global level.
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Countriesin theregion are actively participating
in the REDD+ emissions reduction programs.
However, it is essential to design mechanisms
to ensure that the benefits generated through
these programs reach rural communities and
small-scale farmers.

In addition to carbon sequestration, forests
produce a number of benefits, such as
biodiversity conservation, regulation of the
hydrological cycle and soil protection, among
others, which may constitute an additional
source of income for family farmers who
manage forests in a sustainable way. It
is important for countries to design legal
mechanisms to facilitate payment for the
environmental services provided by forests.

Climate variability, reflected in the increase of
extreme weather events, has a severe impact
on family farmers, since they do not have the
means to recover their productive capacity. To
reduce this impact, it is important for countries
to develop adaptation programs involving family
farming. New adaptation practices should focus
on the diversification of production, including
agroforestry and  silvopastoral  systems,
sustainable forest management, and forest
plantations, among other initiatives. Through
these actions, small-scale farmers can become
more resilient to climate change.

Finally, in order to encourage better forest
management, prevent forest degradation and
promote plantations and agroforestry systems,
programs and policies should be developed
to formalize land ownership, mainly for
smallholders, who are affected most by the lack
of legal ownership of rural land in the region.
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Rural Well-being

Family agriculture:

A reading from household surveys

Facts

«  Poverty incidence, and especially extreme po-
verty, continue to be higher in rural areas, and
the gaps have not closed significantly in the
last decade (ECLAC et al. 2012).

In the majority of countries, there was an
increase in the proportion of rural employ-
ment in non-agricultural sectors, reflecting
changes in the productive structure of rural
economies (ECLAC et al. 2012).

One of the most significant changes in the
rural job market is the increased relative im-

INTRODUCTION

According to ECLAC (2012), structural change
is a process of transformation characterized
by four elements: a) diversification of the
productive structure; b) more linkages
among production sectors; c) greater relative
importance of knowledge-intensive activities;
and d) integration into rapidly growing
international markets.

This chapter analyzes how family agriculture
has been affected in the last decade by the
process of structural change in rural economies.
To that end, structural change -referring only
to the first element above- is defined as the
transition from an agriculture-dominated
rural economy, especially traditional, low-

portance of salaried employment (ECLAC et
al. 2010).

Rural poverty incidence is higher among hou-
seholds that depend on agricultural income
and transfer-dependent households (ECLAC
et al. 2010).

A growing share of agricultural employment
corresponds to people living in urban areas
(ECLAC et al. 2012).

productivity agriculture, to a more diversified
rural economy with more value added
activities (which may or may not be linked
to agriculture) and a growing share of non-
agricultural production. Although limited, this
approach to structural change makes it possible
to adopt a job-market approximation that
focuses on reducing poverty, since it is assumed
that diversification of the production structure
contributes to creating more productive, better
quality, and better paid jobs.

The analysis is based on a household
typology designed to identify changes in
sectoral employment patterns, based on
information from household surveys. The
typology identifies the following eight types
of households, indicative of productive
orientation: a) agricultural salary households; b)
non-agricultural salary households; c) diversified

—
I..
(5]



salary households; d) employer households; e) self-
employed non-agricultural households; f) 100%
family agriculture households; g) diversified family
agriculture households; and h) inactive households.
The categories are mutually exclusive, and are
the result of a combination of information on
the occupational status of head of households
and other employed household members, as
can be seen in Table A.1 (Annex).

The following methodological considerations
are relevant as criteria for determining the
scope and limitations of the typology. First,
the unit of analysis is households, not farms;
second, the concept of family agriculture is
associated with the occupational status of
agricultural self-employed members of the
household; third, the concept of diversified
family agriculture households refers to
employment of some household member in a
sector other than agriculture; and fourth, the
category of employer households includes both
agricultural and non-agricultural employers.

Given these methodological comments and
based on the premise that a change in sector
employment patterns is a manifestation of
structural change, the proposed approach
holds that: a) households are a relevant
economic unit in which employment decisions
are made; b) the employment structure of a
household is representative of its productive
orientation (thus, changes in household
employment structure make it possible to
identify structural change in the economies in
which these households operate); and c) the
employment information of self-employed
household members working in agriculture
makes it possible to identify households
involved with family agriculture. The analysis
is based on information from household
surveys conducted in twelve Latin American
and Caribbean (LAC) countries, for the periods
“around 2000” and “around 2010.” !

The chapter highlights three challenges
faced by family agriculture, the public policy
implications of which are discussed in the last

section: a) a viability challenge, associated
with structural change in the rural economy;
b) a capacity challenge, associated with
low educational level among heads of family
agriculture households; and ¢) agenerational
challenge, associated with the older age
of heads of family agriculture households,
compared with the heads in other household
groups.

TRENDS

Poverty incidence has fallen among all
household groups, but continues to be
highest among 100% family agriculture
households.

In the last decade, poverty incidence fell
among practially all rural household groups,
and in all the countries. In particular,
poverty declined the most in agricultural
salary households and 100% family agriculture
households in the majority of the countries.
The greatest reductions in poverty incidence

among 100% family agriculture househods
occurred in Colombia (22.2%), Bolivia
(17.6%), the Domican Republic (16.1%),

Costa Rica (15.8%) and Chile (15.5%). The
smallest reductions occurred in El Salvador
(8.1%), Honduras (7.9%), Mexico (4.2%) and
Paraguay (3.9%) (Table 13 in the Annex).

A consideration of poverty incidence among
all rural households identifies three groups
of countries. The poorest group includes
Honduras (71.1%), Nicaragua (53.2%),

1. Information by country and survey year: Bolivia (2002 and 2009), Brazil
(2001 and 2011), Chile (2000 and 2011), Colombia (2002 and 2011), Costa
Rica (2002 and 2011), Dominican Republic (2002 and 2011), El Salvador
(2001 and 2010), Honduras (2002 and 2010), Mexico (2000 and 2010), Ni-
caragua (2001 and 2009), Panama (2002 and 2011), and Paraguay (2002 and
2011).
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Bolivia (52.7%), Paraguay (51.5%) and El
Salvador (49.3%). In all those countries,
poverty incidence among 100% family
agriculture households exceeds 60%. At the
opposite extreme, with poverty rates in
rural households below 20%, are Costa Rica
(17.5%) and Chile (7.8%). The remaining
countries are in the intermediate range
(Figure 12).

100% family agriculture households, agricultural
salary households, and inactive households have
the highest poverty incidence. Around 2010,
100% family agriculture households were among
the two poorest rural groups in nine of the
twelve countries studied; the exceptions were
Chile and the Dominican Republic (inactive
households and agricultural salary households)
and Nicaragua (diversified salary households and
agricultural salary households). Inactive households
were among the two poorest groups in seven
countries (Bolivia, Chile, Colombia, Costa
Rica, Dominican Republic, Panama, Paraguay).
Agricultural salary households were among the
two poorest groups, also in seven countries

(Brazil, Chile, Dominican Republic, El
Salvador, Honduras, Mexico, and Nicaragua).
When inactive households are excluded, 100%
family agriculture households are among the
two poorest groups, except in the Dominican
Republic and Nicaragua (Figure 12).

In contrast, the household groups with
the lowest poverty levels (excluding employer
households) are non-agricultural salary households,
diversified salary households, and diversified family
agriculture households. Around 2010, at least
one of these household groups was among
the two least poor in all the countries. Non-
agricultural salary households were among the
two least-poor rural household groups in
Bolivia, Colombia, El Salvador, Honduras,
Mexico, Nicaragua, Panama and Paraguay.
Diversified salary households were among the two
least-poor household groups in Brazil, Chile,
Colombia, Costa Rica, El Salvador, Panama and
Paraguay. Diversified family agriculture households
were the least-poor households in Brazil, Chile
and Costa Rica, the three countries with the
lowest poverty levels.

Figure 12. Latin America (12 countries): Poverty incidence among rural households,
around 2010 (percentages of total households in each category).
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It is worth noting that diversified salary households
and diversified family agriculture households
are the two least-poor groups in eight of the
twelves countries (Brazil, Chile, Colombia,
Costa Rica, Dominican Republic, El Salvador,
Panama and Paraguay); and in Brazil, Chile,
and Costa Rica, the three countries with the
lowest poverty incidence among total rural
households, they are the least-poor groups
(Figure 13). It is also important to note that
diversified salary households are the least-poor
group in five countries (Brazil, Chile, El
Salvador, Panama and Paraguay). These two
factors show the importance of diversification
as a poverty-reducing strategy.

Furthermore, five of the seven countries with a
majority of 100% family agriculture households are
among the poorest countries with the greatest
poverty in this household group (Bolivia,
Honduras, Nicaragua, and Paraguay). Brazil is
the most notable exception among countries
with a high percentage of 100% family agriculture
households (34.5%) due to the low level of
poverty in that household group (36.2%), the

third lowest after Chile and Costa Rica (Figures
1 and 2). El Salvador is the exception among
countries with a low percentage of 100% family
agriculture households (18.1%), due to the high
poverty incidence in that group (73.7%), the
second highest after Honduras.

Although the relative weight of

rural households linked to family
agriculture is falling, in a significant
number of countries it continues to be
the largest group.

The most common pattern of change in
household distribution in the last decade was
the decline in the relative importance of 100%
family agriculture households relative to the
growth in the percentage of non-agricultural
salary households. This pattern occurred in
nine of the twelve countries studied (Bolivia,
Brazil, Chile, Costa Rica, Dominican Republic,

Figure 13. Latin America (12 countries): Relative distribution of rural households,
by household type (percentages, around 2000 and 2010).
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Mexico, Honduras, Panama and Paraguay). The
percentage of 100% family agriculture households
rose only in Colombia and Nicaragua, while
no definite pattern was noted in El Salvador
(Figure 13). The share of diversified salary
households also rose, except in Colombia and
Nicaragua. The pattern in the last three cases
is relevant because they are countries that,
during the 1990s, experienced internal conflicts
whose impacts were experienced especially in
their rural areas.

The distribution of rural households according
to the proposed typology makes it possible
to identify two groups of countries. The first
is countries where, around 2010, the largest
group continued to be 100% family agriculture
households, despite the changes noted; this
group includes seven of the twelve countries
analyzed: Bolivia, Brazil, Colombia, Honduras,
Nicaragua, Panama and Paraguay. The highest
percentages of diversified agricultural households
was also found in some of these countries,
exceeding 5% in Brazil, Colombia, Honduras,
Nicaragua, Panama and Paraguay. In the
second group, the predominant category is
non-agricultural salary households and includes
Chile, Costa Rica, El Salvador and Mexico.
The Dominican Republic has three household
groups of similar relative importance (non-
agricultural salary households, non-agricultural
self-employment households and 100% family
agriculture households). The lowest percentages
of 100% family agriculture households occurs in
Chile (10.7%), Costa Rica (8.6%) and Mexico
(8.1%) (Figure 13 and Table 12 in the Annex).

The percentage of female heads of
households in family agriculture is
low but rose in the past decade and is
stronger in urban areas.

The figures for female heads of 100% family
agriculture household are generally low and
around 2010 did not exceed 20% in any given
country, lower than the average for all rural

household groups. The highest percentages
occurred in Chile (19.6%), Bolivia (16.8%) and
Brazil (16%); the lowest in Mexico (10.3%),
Paraguay (10.8%), Costa Rica (11.2%) and
Nicaragua (12.0%) (Table 14 in Annex).

However, when considering family agriculture
households, in both rural and urban areas,
two points of interest emerge. First, in all the
countries the percentage of female heads of
100% family agriculture households in urban
areas is considerably higher than in rural
areas, in all cases exceeding 30% and in some
cases exceeding 40% (Brazil, Chile, Panama)
(Figure 14, left panel, rhomboids connected by
dotted lines). The same occurs among diversified
family agriculture households in seven countries
(Brazil, Chile, Colombia, Dominican Republic,
El Salvador, Panama and Paraguay), although
there the differences are less significant
(Figure 14, left panel, squares connected
by dotted lines). Second, in urban areas of
all the countries, the percentage of female
heads of 100% family agriculture households is
higher than among diversified family agriculture
households (vertical comparison of rhomboids
and squares); however, in rural areas this is
the case in only five countries (Brazil, Chile,
Dominican Republic, Mexico and Panama).

In short, findings show that the percentage of
female heads of family agriculture households
is higher in urban areas than in rural areas in
all the countries, regardless of rural poverty
incidence among total households or family
agriculture households.

Moreover, and in line with earlier reports
(ECLAC et al. 2011 and 2012), the rates of
female heads in both groups of rural family
agriculture households (except Mexico) have
risen, following the same trend as among total
rural households (Figure 15, right panel).

Finally, when all household groups are taken
into consideration, the most significant finding
is the high percentage of female heads of inactive
households. Around 2010, the percentage of
female heads of inactive rural households was
between 40% and 50%: in Chile (43.6%),
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Brazil (45.5%) and Costa Rica (45.7%); and
equal to or higher than 60%: in Paraguay (60%),
Bolivia (61.2%), El Salvador (61.3%), Nicaragua
(62.2%) and Honduras (72.7%). In this case,
evidence points to an association with poverty
incidence since the percentage of female heads
is lower in the three countries with the lowest
poverty incidence and highest in the poorest
countries (Tables 12 and 14 in the Annex).

The heads of family agriculture
households have the highest average age,
which poses a generational challenge.

A clear pattern exists with regard to the age of
heads of rural households. In most cases, non-
agricultural salary households have the lowest
average age of heads (Bolivia, Chile, Costa Rica,
Dominican Republic, El Salvador, Honduras,
Mexico, Nicaragua and Panama), while

the highest average ages (excluding inactive
households) occur among 100 % family agriculture
households (Bolivia, Brazil, Chile, Colombia,
Costa Rica and Paraguay) and diversified family
agriculture households (Dominican Republic, El
Salvador, Honduras, Mexico, Nicaragua and
Panama) (Figure 15, left panel and Table 15 in
the Annex).

Therefore, in general, within the countries, the
lowest poverty households (non-agricultural
salary households) have, on average, the youngest
heads, while the heads of the poorest groups
(those linked to agriculture) have the highest
average ages. Moreover, the average age of
heads of 100% family agriculture households rose in
the last decade and the gap between that group
and the heads of non-agricultural salary households
also widened or remained constant, except in
Mexico and Panama (Figure 15, right panel).
Both these dynamics occur equally among
total rural households in high and low poverty
countries (Tables 12 and 15 in the Annex).

Figure 14. Latin America (12 countries): Female heads of household among selected
groups (percentage of total households in each category)

Female heads of household among selected groups,
by rural and urban area, 2010
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The average age of heads of rural households
linked to family agriculture at the end of the
period under study was 52-53 years; the lowest
values occurred in Colombia and Nicaragua
(less than 50 years), and the highest in Chile
(57 years). The differences with the average age
of total rural heads are not considerable, and
in the majority of the countries range between
2 and 3 years, except Honduras (1 year) and
Costa Rica (6 years). The differences, however,
are much more significant with heads of non-
agricultural salary households, the group with
the lowest poverty level in the majority of the
countries. In this case, the differences range
between 8 and 10 years, with the smallest gaps
occurring in Colombia and Honduras (7 years),
and the highest in Bolivia and Paraguay (12 to
13 years). In this case as well, variability is keyed
to poverty level among total rural households.

Heads of family agriculture households
have lower educational levels, which po-
ses a challenge in terms of capabilities.

Differences in the educational levels of
heads of the different household groups are

even more marked than age differences.
The lowest average educational level occurs
among 100% family agriculture households in
all countries, except Nicaragua (agricultural
salary workers). At the other extreme are
employer households and non-agricultural salary
households, the two groups with the highest
educational levels in all countries and the
lowest poverty levels. The heads of non-
agricultural salary households have the highest
educational levels in nine of the 12 countries
(Bolivia, Brazil, Colombia, Dominican
Republic, El Salvador, Honduras, Mexico,
Nicaragua and Paraguay) (Table 16 in the
Annex and Figure 16, left panel).

Although the average educational level of
households linked to family agriculture rose in
the last decade, in general the gains were equal
to or lower than those of other groups, which
means that the gaps remained unchanged or
even widened. The gap between the 100%
family agriculture households and non-agricultural
salary households groups was only bridged in
Honduras; in the remaining countries it grew
(Bolivia, Panama, Brazil, Chile) or remained
the same (Nicaragua, Paraguay, El Salvador,
Dominican Republic, Colombia, Mexico, and
Costa Rica) (Figure 16 right panel).

Figure 15. Latin America (12 countries): Average age of heads of households linked
to family agriculture and heads of non-agricultural salary households (left panel), and
difference between the average age of heads of 100% agricultural households and non-
agricultural salary households (right panel), around 2000 and 2010 (percentages).
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Excluding heads of employer households,
around 2010 the differences in average
educational level among heads of non-
agricultural salary households and heads of
100% family agriculture households was between
two and three years in Honduras, Brazil,
Chile, Costa Rica, El Salvador, Nicaragua, and
Paraguay, and between five and six years in
Panama and Bolivia. With the exception of
Chile, in all the remaining countries the heads
of 100% family agriculture households have an
average of less than six years of schooling, and
in some cases the average does not exceed three
years (Brazil, Colombia, Dominican Republic,
El Salvador, and Nicaragua). On the other
hand, the average educational level of heads

of non-agricultural salary households exceeds six
years in all the countries (Figure 16).

The relationship between the educational
level of heads of households related to family
agriculture and poverty rates is more direct than
in the case of age. For example, the highest
educational levels among the two groups of
family agriculture households occur in Chile and
Costa Rica, countries with the lowest poverty
among total rural households and non-agricultural
salary households. 1t is also noteworthy that the
average educational level of heads of diversified
family agriculture households in all the countries is
equal to or higher than that of family agriculture
households (Figure 17, left panel).

Figure 16. Latin America (12 countries): Averge educational level of heads of
households linked to family agriculture and heads of non-agricultural salary
households (left panel), and difference between average educational level of heads of
100% agriculture households and non-agricultural salary households (right panel),
around 2000 and 2010 (average years of schooling).
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Low educational levels and higher
age of heads of households: a
disadvantageous combination for
family agriculture households.

The information summarized in Figures
17 and 18 shows the relationship between
the educational level and age of heads of
households and poverty levels in the different
household groups.

In the majority of cases, the average age of heads
of family agriculture households is over 50 years
and average schooling is less than six years; at
the other extreme, the average age of heads
of non-agricultural salary households in general is
under 45 years and average schooling is more
than six years. The low educational level of
heads of households linked to agriculture is
also evident in the case of agricultural salary
households; in spite of an average age of less
than 45 years, in general they also have less
than six years of schooling (Figure 17).

Figure 17. Latin America (12 countries):
Relationship between educational level and
age of heads of rural households, by type of

household and country (average years).
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A more detailed analysis within the different
countries indicates that there is also a
relationship between poverty incidence
and the educational level of the heads of
different household groups (Figure 17). With
few exceptions, poverty incidence among
households whose heads have less than four
years of schooling is more than 30%. In
general, poverty incidence does not exceed
that percentage when heads have more than
six years of schooling, which, in most cases,
represents a complete primary education
(Figure 18).

The relationship between age and education
tends to vary depending on the poverty level of
the countries. For example, in countries with
higher poverty incidence (red), the poverty
rates of households whose heads have less
than six years of schooling tend to exceed 40 %,
while in the least-poor countries (green), six
years or more of schooling is associated with
less than 20% poverty.

Figure18. Latin America (12 countries):

Relationship between educational level of heads

and poverty incidence among rural households,
by country (average years and percentages)
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BOL = Bolivia; BRA = Brazil; CHL = Chile; COL = Colombia; CRI = Costa Rica; RDO = Dominican Republic; HON =
Honduras; MEX = Mexico; NIC = Nicaragua; PAN = Panama; PRY = Paraguay; SLV = El Salvador
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There is a relationship between
structural change and poverty incidence.

From the standpoint of job market dynamics,
the main expression of structural change in
rural economies is a reduction in the relative
importance of agricultural employment,
especially  self-employment and unpaid
family members, as compared to an increase
in non-agricultural employment, especially
salaried employment. That phenomenon is
precisely what has been observed in the last
decade in the majority of the countries. The
most common pattern of change identified
in eight of the twelve countries (Bolivia,
Brazil, Chile, Costa Rica, Honduras, Mexico,
Panama, and Paraguay) was a reduction
in the relative importance of 100% family
agriculture households, the greater weight of
non-agricultural salary households and diversified
salary households, and a reduction or unchanged
percentage of agricultural salary households
(Table 12 in the Annex).

The information in Figure 19 makes it
possible to identify three groups of countries
by depth of structural change observed in
their rural economies around 2010. The first
group is countries with a more consolidated
process of structural change, and includes
Chile, Costa Rica and Mexico. In these three
countries, more than 20% of households are
non-agricultural salaried and less than 15%
are 100% family agriculture households. The
second group is countries with a lower degree
of structural change, and comprises Bolivia,
Nicaragua, and Honduras, with less than
15% in non-agricultural salary households and
more than 30% in family agriculture households
around 2010. The third group are the countries
in an intermediate situation, and encompasses
Brazil, Colombia, Dominican Republic, EI
Salvador, Panama, and Paraguay (Figure 19).

Figures 12 and 19 also show that there is
relationship between structural change and
poverty incidence among rural households. The
countries with the highest degree of structural
change (Chile and Costa Rica) have the lowest
poverty incidence. Poverty incidence rates
ranges between average and high in countries
with an intermediate degree of structural
change (Brazil, Colombia, Dominican Republic,
El Salvador, Panama, and Paraguay). Finally,
countries with the lowest degree of structural
change are the three poorest countries (Bolivia,
Honduras and Nicaragua) (Table 9).

The three groups of countries grouped by
depth of structural change in rural economies
also share other commonalities in terms of
the socio-demographic characteristics of the
households (Table 9).

In the countries with a lower degree of structural
change, 100% family agriculture households have
the highest povertylevels (above 60%). The heads
of these households have the lowest educational
levels (four years or less), but on average they are
younger (52 years or less). These countries also
have the highest percentages of female heads
of inactive households (higher than 60%) and the
highest percentages of female heads of diversified
family agriculture households.

In contrast, the countries with a higher degree
of structural change have the highest combined
percentages of the three categories of salary
households (more than 50%) and the lowest
combined percentages of family agriculture
households (less than 15%). Chile and Costa Rica,
the countries with the lowest degree of poverty
incidence, share the most commonalities. Both
countries have lower percentages of inactive
households with female heads (less than 50%),
the highest educational levels among heads of
family agriculture households, and also the highest
average age among heads of 100% family
agriculture households.
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Table 9. Latin America (12 countries): commonalities in household characteristics, by poverty level

and depth of structural change.

Depth of rural structural change

Intermediate

e There is a majority of 100% family agriculture households (except El
Salvador)

o 100% family agriculture households are the poorest (Bolivia, Paraguay,
El Salvador) or second poorest (Honduras and Nicaragua).

e Poverty among 100% family agriculture households is higher than 60%

e Lower average age of heads of 100% family agriculture households
(52 or less)

e Less schooling among heads of 100% family agriculture households
(four years or less, except Paraguay).

e High percentage of women heads in inactive households (higher
than 60%). Higher percentage of women heads in diversified family

High

2 agriculture households.

8 e Low percentage of inactive households (less than 10%, except El

e Salvador).

3

e

o Dominican Republic

3 (21.8% - 41.2%),

2 Colombia (29.6% - 38.0%) Mexico (7.9% - 36.0%)

2 Panama (27.7% - 34.5%),

L § Brazil (34.5% - 28.8%)

E 1

3|8 o 100% family agriculture households High percentage of non-agricultural

3 ﬁ (Brazil, Panama) and inactive salary workers.

2138 households (_Dominican Republic Inactive households and 100%

2l e and Colombia) are the poorest. family agriculture households are

g S e 100% family agriculture households the poorest

S| S are the majority (except the )

o | N Dominican Republic). Educational level among heads of

g L % famil) iculture households

) e Low educational level of heads of 100% family agricuiture hou

B 100% family agriculture households is intermediate (four years).

‘i (four years or less)

P

S Chile (10.7% - 7.8%)

a Costa Rica (8.5% - 17.5%)
Higher percentages of salary
households (agricultural, non-

© agricultural, diversified).

§ Higher average age of heads of

= 100% family agriculture households

g (over 53)

9 Higher educational levels among

3 heads of agricultural households
(more than five years)
Lower percentages of women heads
in inactive households (below 50%)
Higher poverty incidence in inactive
households

Source: Prepared by authors, Agricultural Development Unit, ECLAC.

Note: The first percentage corresponds to the weight of 100% family agriculture households; the second to poverty incidence among total rural households.
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The situation in countries with an
intermediate degree of structural change is
more heterogeneous, showing characteristics
of the first two groups. With minor exceptions,
Paraguay and El Salvador have specificities
similar to the countries with a lower degree
of structural change (Table 9). Panama and
Brazil also share with those countries the
highest degree of poverty among 100% family
agriculture households, while in the Dominican
Republic and Colombia, the greatest poverty
occurs among inactive households, as in the
countries that have a more consolidated
process of structural change. Moreover, in
all these countries (except the Dominican
Republic), the 100% family agriculture household
group continues to have the highest poverty
incidence. In addition, educational level and
age of heads of household are intermediate
among the groups with higher and lower levels
of structural change.

Public policy implications: with regard
to structural change, family agriculture
requires more than sector and
productive policies

The data presented above make it possible
to identify three major challenges faced by
rural family agriculture households related
to the following issues: a) viability, in light of
structural changes in the rural economy; b)
capabilities, associated with the low educational
level of heads of this type of household; and c)
generational change, given the demographic
dynamics of the rural environment. These
challenges must be addressed in order to
further reduce poverty among family agriculture
households and reduce rural poverty overall.
Table 10 presents a summary of the type of
policies considered appropriate for dealing
with these challenges.

Figure 19. Latin America (12 countries): structural change in the rural environment,
around 2000 and around 2010.
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BOL = Bolivia; BRA = Brazil; CHL = Chile; COL = Colombia; CRI = Costa Rica; RDO = Dominican Republic; HON = Honduras; MEX =
Mexico; NIC = Nicaragua; PAN = Panama; PRY = Paraguay; SLV = El Salvador.
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Table 10. Examples of policies for addressing the challenges facing family agriculture

Challenges faced by

family agriculture

Type of policy

Examples

Viability

Policies for the
diversification of
(agricultural and
non-agricultural)
production

Revive native products (e.g, quinoa)

Promote entrepreneurship

Promote innovation

Microcredits

Non-agricultural rural employment

Rural tourism

Information and communication technologies (e.g., access,
development of applications).

Agricultural value added

Policies to develop
family agriculture

Promote and develop agro-environmental activities

Public procurements that support family agriculture

Access to production resources (e.g, credit, land, water).
Sustainable natural resource management

Information and communication technologies (e.g., access,
development of applications).

Promote associative arrangements and marketing

Promote short marketing circuits

Quality distinction policies (appellations of origin, geographical
indications, collective brands)

Capacites

Policies to develop
skills

On-site training programs
Management training
Training in specialized subjects

Generational

Youth policies

Gender policies

Social protection
policies

Promote youth entrepreneurship

Support innovation

Information and communication technologies (e.g., access,
development of applications)

Support young new farmers

Policies to facilitate women producers’ access to resources
Associative arrangements with positive discrimination in favor
of women

Economic support for the elderly (e.g, Costa Rica’s
noncontributory pensions program).
Health and social security.

Source: Agricultural Development Unit, ECLAC.
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To address the challenge of viability:
policies to diversify production, build skills,
and strengthen production

Structural change is a characteristic of
development, brought about by changes in
the relative profitability of different economic
activities. As a result, structural change in rural
areas poses challenges for the viability of family
agriculture, especially in the case of subsistence
or low-productivity farming. However, when
analyzing structural change in rural areas
and the implications for the viability of family
agriculture, it is important to recognize that
rural does not equate to agriculture, farmer does
not equate to unskilled immobile labor, and family
agriculture does not equate to unproductive sector
(Saborio 2011). Thus, public policies should
seek to generate appropriate conditions to:

a) Develop new production activities,
either non-agricultural or in
agricultural sectors that offer greater
value added, in order to absorb the
employment that may be lost on family
farms that lose their unviability in the
context of structural change;

b) Create skills in the rural population
to facilitate their participation in new
production activities; and

c) Promote more viable, higher-
productivity  sectors  of  family
agriculture that have economic, social,
and environmental potential, even
among households associated with
subsistence farming.

The third point above refers to a very important
topic related to the productivity of family farms
that produce for self-consumption. If viewed as

a social problem that should be resolved with
the help of educational or assistance programs
promoted by the social ministries, the ministries
of agriculture would not have much of a role
to play as they could be allocating resources to
programs with very low impact. From another
standpoint, however, these farms (small as
they are) can be considered to have production
potential, and that require specific productive
development programs for that type of farmer.
This has been successfully accomplished
by the Programa Hambre Cero (Zero Hunger
Program) in Brazil, which has designed specific
mechanisms to promote the purchase of local
products from family farms.

Therefore, the “subsistence agriculture -
commercial agriculture” or “viable agriculture
- non-viable agriculture” duality should be
reconsidered. Rather than selecting one or the
other, a combined approach should be adopted
that taps the synergies that can be objectively
gained by forging a working relationship
between the two sectors (Sotomayor et al.
2011). There will be some situations where,
to leave poverty behind, it will be necessary
to abandon low-productivity subsistence
farming and take advantage of employment
opportunities afforded in the diversified rural
economy, with the support of skills-building
policies. And when those options are limited by
low educational levels or advanced age, social
policies can play a supplementary role.

For their part, productive development policies
that do not follow a strictly economic/raise-
productivity rationale can also be relevant if
they link environmental development and
food safety objectives; for example, agro-
environmental policies and policies that
combine small-scale food production with
conservation activities (Text Box 9).
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To address the challenge of capabilities:
skills training and development policies

It is important for heads of family agriculture
households to have a minimum level of schooling
(i.e., to have completed their primary education)
for many reasons, three of which are essential:

a) A greater capacity to adopt new
technologies and innovations is generally
keyed to farmers’ educational standing
(Rodrigues and Rodriguez 2013).

b) Ahighereducationallevelfacilitatesaccess
to better-paid jobs outside agriculture for
all members of the household.

¢) In a context of greater diversification
of the structure of production, higher
educational standing facilitates the
possibilities of transforming the
production structure.

Skills development policies for family agriculture
should take into account not only the low
educationallevel of heads of this type of household
but also the fact that a growing proportion of these
households are headed by women. Strategies are
also needed to motivate and attract more youths
to this sector of agriculture.

To address the challenge of generational
change: gender and rural youth policies

In previous sections, we noted the low
educational standing and older age of heads
of family agriculture households compared to
other types of households, particularly non-
agricultural salary households. The relationship
between low educational levels and the older
age of heads of family agriculture households
poses challenges in at least two areas. First, it
limits the possibilities of innovation, inasmuch
as it has been shown that new technologies
and innovations tend be adopted less by older
farmers with less schooling. This limits the
possibility of implementing activities to build
skills that will strengthen family agriculture.

The older age of heads of family agriculture
households, as compared to other household
groups, and the growing role of women heads
of this type of household demonstrate the
importance that should be given to gender and
youth issues in policies to promote and develop
capacities for family agriculture.
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Table 12. Relative distribution of households, by household type and area, around 2000 and 2010
(percentage of total rural households).

Type of household and year
Sal. agric Sal. non agric  Sal. divers. Employer CP non agric  100% fam agric  Div. fam agric Inactive Other
Country Zone 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010
Bolivia National 27 23 283 349 29 32 71 71 239 224 252 201 20 1.8 6.8 73 1.1 09
Urban 1.1 09 40.7 456 38 34 58 6.7 340 300 33 22 1.3 08 85 9.1 1.5 1.3
Rural 52 5.0 77 14.3 1.5 28 92 78 70 78 61.8 543 3.0 36 4.0 3.8 0.6 0.6
Brazil National 4.6 35 459 492 3.0 3.1 5.1 37 176 159 8.1 73 1.6 1.4 13.4 15.4 0.7 05
Urban 1.9 1.6 515 544 29 3.0 52 3.8 19.6 17.4 3.0 29 0.9 0.8 14.3 15.7 0.7 04
Rural 20.0 153 13.6 16.8 38 4.1 43 25 6.0 70 371 345 58 56 88 133 08 0.9
Chile National 6.5 4.4 506 527 38 43 48 1.9 14.7 15.6 3.8 28 0.9 08 14.7 173 02 02
Urban 28 20 560 570 33 37 5.1 1.9 16.1 16.5 1.6 1.6 0.5 05 14.3 16.7 03 0.1
Rural 30.1 207 159 239 6.9 85 25 1.9 59 95 179 10.7 34 34 170 213 03 02
Colombia National 6.3 52 3.1 304 37 33 59 58 282 311 9.6 9.7 2.8 24 11.0 10.8 1.4 1.3
Urban 20 1.0 373 365 33 3.1 6.0 57 328 361 4.4 3.8 1.4 1.2 1.7 1.5 1.0 1.1
Rural 19.6 19.8 11.8 9.7 4.9 43 58 6.1 14.1 138 258 296 70 6.4 88 86 22 1.6
Costa Rica National 71 6.7 458 500 45 51 91 4.4 153 14.0 54 4.1 1.6 1.4 10.8 14.0 04 03
Urban 1.3 1.1 547 588 37 39 95 48 16.9 15.8 1.8 1.5 0.6 06 11.0 134 05 02
Rural 15.7 162 322 352 56 71 85 36 12.7 11.0 10.8 85 32 29 104 15.0 09 05
Panama National 4.7 3.8 437 491 34 3.0 35 37 16.5 15.4 12.9 10.0 25 1.9 124 12.8 04 03
Urban 1.0 0.8 569 610 32 25 4.2 4.2 176 165 3.1 1.7 05 04 134 12.6 02 02
Rural 1.5 10.3 19.7 235 39 4.1 24 25 14.5 131 308 277 6.0 53 10.7 133 0.6 04
El Salvador National 6.5 72 392 384 3.8 4.2 59 4.8 150 212 83 85 26 24 128 124 59 0.9
Urban 1.5 26 49.7 468 3.1 37 6.3 52 171 250 23 34 0.8 1.1 124 1.3 6.8 1.0
Rural 15.0 162 213 225 48 52 53 4.1 1.6 13.9 183 18.1 57 49 135 14.3 45 07
Honduras National 8.0 6.2 288 264 30 36 35 07 190 244 233 221 54 6.4 8.1 8.8 09 1.4
Urban 1.7 1.2 452 414 32 35 53 05 273 345 47 56 24 2.4 9l 9.9 .1 0.9
Rural 14.2 11.0 12.8 120 2.7 37 1.7 0.9 10.8 147 413 379 84 10.2 71 78 0.9 1.9
Mexico National 56 4.9 498 544 3.8 4.3 6.4 10.7 152 9.3 6.8 37 26 1.0 82 10.5 1.6 1.2
Urban 0.5 0.8 634 648 29 33 6.2 8.1 166 101 1.4 1.3 03 02 77 10.6 .1 08
Rural 14.6 126 260 350 53 6.3 6.6 15.6 12.8 79 16.2 8.1 6.7 24 9.1 10.3 27 1.8
Nicaragua National 94 74 321 292 4.0 45 78 1.5 196 242 14.9 19.9 38 47 70 76 1.4 1.0
Urban 52 24 43.1 40.0 37 48 6.6 1.4 26.7 341 47 59 1.6 23 6.9 82 1.4 1.0
Rural 16.1 15.0 14.7 12.7 4.4 4.1 96 1.7 82 9.0 31.0 414 72 84 72 6.6 1.6 1.2
Paraguay National 37 2.8 314 366 39 4.1 77 6.5 186 190 189 15.9 54 4.9 9l 9.0 1.5 1.2
Urban 0.6 0.7 433 482 4.3 4.4 9.8 80 249 233 39 3.8 1.7 1.5 10.6 92 1.0 0.9
Rural 78 6.0 159 19.0 34 3.8 4.8 4.2 10.3 125 386 342 102 10.0 70 89 1.9 1.3
Dominican National 2.1 1.8 362 338 2.1 3.1 35 3.1 253 279 13.0 10.1 34 36 14.1 16.1 03 05
Rep. Urban 05 04 448 395 23 3.0 43 34 281 302 37 46 1.5 1.5 14.4 16.6 04 0.0
Rural 52 46 20.1 21.8 1.8 33 1.9 22 20.1 229 304 218 6.9 79 134 15.0 03 04

Source: Agricultural Development Unit, ECLAC.
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Table 13. Poverty incidence, by household type and area, around 2000 and 2010
(percentage of total households in each group)

Type of household and year
Total Sal.agric  Sal.nonagric  Sal. divers. Employer  CPnonagric 100% fam agric  Div. fam agric Inactive Other
Country Zone 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010
Boliia National 555 363 551 238 398 228 378 171 442 267 519 336 845 673 509 419 492 442 420 295
Urban 449 277 646 298 398 221 394 9.9 252 159 527 332 624 484 587 688 432 441 411 216
Rural 731 527 517 217 395 268 314 339 641 445 454 366 864 688 451 301 707 449 457 642
Brazil National ~ 29.9 162 603 349 270 126 291 88 59 1.9 290 149 451 31.3 398 184 299 222 273 199
Urban 274 143 642 336 264 123 265 78 50 1.3 284 142 367 219 399 182 301 223 233 15.6
Rural 447 280 582 357 388 194 404 131 123 83 402 262 491 362 397 186 283 214 463 330
Chile National 163 92 308 116 152 6.8 107 28 1.4 1.3 1.7 62 203 4.9 91 121 244 219 40 9.9
Urban 159 95 420 196 152 6.9 1.6 33 1.3 1.3 11.8 64 192 4.4 80 237 242 222 43 11.9
Rural 192 78 24.0 63 14.9 4.0 80 1.6 22 1.7 100 42 209 54 10.1 1.6 257 204 1.9 0.0
Colombia National 422 277 506 260 292 149 282 122 212 144 483 328 67.8 487 603 433 485 399 317 250
Urban 386 247 640 434 298 150 284 13.1 16.4 104 470 315 524 377 636 528 459 357 269 227
Rural 532 380 465 230 237 144 277 9.9 363 271 573 442 758 536 582 371 595 589 386 305
Costa Rica National 186 160 134 134 91 11.0 28 57 1.0 47 230 233 450 309 170 132 564 31.1 184 176
Urban 159 151 109 284 93 1.5 34 6.1 83 45 221 237 204 161 233 250 492 258 150 263
Rural 228 175 137 116 86 97 23 53 156 52 246 223 510 352 154 89 679 393 232 1.7
ElSavador ~ National 429 402 738 641 295 293 348 343 257 165 446 396 778 69.7 594 531 553 503 333 346
Urban 347 355 747 730 287 285 321 364 16.1 102 440 409 590 585 614 622 489 459 283 331
Rural 568 493 737 614 328 322 376 314 451 313 459 355 818 737 590 492 654 571 461 385
Honduras National 709 612 932 873 536 401 704 551 304 209 703 559 895 812 828 726 687 670 683 689
Urban 604 509 863 894 526 391 637 452 309 216 705 560 810 714 842 691 633 636 624 658
Rural 8.1 711 939 870 569 435 781 642 290 205 698 558 904 825 825 734 754 711 751 704
Mexico National 333 293 759 589 290 274 387 280 114 270 257 202 576 500 566 454 311 270 298 322
Urban 265 257 694 435 279 277 272 273 102 150 256 211 394 297 579 315 242 235 151 237
Rural 451 360 763 608 338 263 497 287 134 385 259 180 602 56.1 565 470 413 338 403 396
Nicaragua National ~ 36.6 33 653 595 230 192 426 462 254 67 255 209 658 564 576 477 299 273 208 280
Urban 224 198 531 499 181 166 251 323 128 20 238 187 392 325 460 364 13.1 135 174 227
Rural 590 532 716 619 457 317 661 707 392 126 346 334 723 615 616 523 554 536 255 352
Panama National ~ 30.0 20 432 444 169 9.2 20.1 10.1 6.4 12 280 126 645 529 420 256 451 431 117 19.1
Urban 218 130 481 634 169 89 152 6.9 57 1.5 260 107 276 159 358 284 400 369 38 4.8
Rural 448 345 424 414 16.9 106 277 143 85 04 325 178 712 578 429 251 567 556 161 384
Paraguay National 50.7 44 675 546 386 365 427 238 246 178 482 416 753 714 636 466 604 550 287 209
Urban 423 386 649 8.1 397 384 316 178 19.1 128 472 418 622 61.1 70.1 523 554 506 336 244
Rural 61.6 516 677 499 345 293 612 340 395 324 515 409 770 731 622 453 703 620 253 174
Dominican ~ National ~ 42.2 39 584 583 352 451 226 208 57 40 354 164 537 397 390 299 732 744 153 63
Republic Urban 380 376 514 649 333 437 194 198 2.7 23 357 171 463 41.0 495 289 673 713 00 51
Rural 503 412 595 570 428 505 301 228 185 95 346 146 553 392 346 303 851 816 482 11.0

Source: Agricultural Development Unit, ECLAC.
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Table 14. Percentage of households with female head of household, by type of household and area,

around 2000 and of 2010 (percentage of total households in each group).

Type of household and year
Total Sal.agric  Sal. non agric  Sal. divers. = Employer CP non agric 100%famagric Div.famagric  Inactive

Country Zone 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010
Bolivia National 198 245 106 163 182 21.7 6.6 148 112 162 263 315 11.8 177 147 240 554 497
Urban 235 265 116 209 187 21.7 6.9 17.6 120 183 277 308 15.1 302 123 184 540 472

Rural 138 205 102 147 136 218 57 84 105 129 156 364 1.5 168 166 265 605 612

Brazil National 244 364 87 175 258 381 162 325 103 204 175 284 168 256 74 178 483 547
Urban 263 387 122 247 262 387 177 351 106 213 178 290 280 439 81 220 491 560

Rural 135 216 6.8 129 174 26.6 9.8 209 75 1.9 130 195 1.5 16.0 6.8 142 408 455

Chile National ~ 232 388 123 264 219 377 172 249 1.1 261 205 346 195 374 202 295 421 545
Urban 244 405 177 369 220 383 187 259 1.2 269 207 355 340 551 294 431 437 566

Rural 156 272 89 195 177 281 122 222 89 205 174 238 10.7 196 122 172 334 436

Colombia National ~ 257 320 88 86 275 335 185 210 141 168 267 346 185 214 123 189 472 571
Urban 285 355 163 161 280 @ 341 210 258 140 188 267 345 315 396 95 204 488 574

Rural 169 201 6.5 73 226 269 13.1 95 144 106 267 356 117 133 140 180 408 556

Costa Rica National 250 339 117 185 262 364 222 233 105 157 243 289 162 175 158 120 499 548
Urban 284 387 116 291 279 39.0 22,1 270 11.4 172 256 309 452 395 251 43 526 608

Rural 197 258 1.7 172 216 289 224 198 89 123 21.7 240 91 11.2 13.3 148 457 457

ElSalvador  National 323 350 157 183 291 299 208 201 197 213 474 504 135 204 139 166 536 593
Urban 353 375 125 215 299 305 170 218 236 235 468 497 275 358 76 172 508 579

Rural 273 303 162 173 263 274 249 178 11.8 159 491 530 105 148 153 163 581 613

Honduras National 252 317 140 175 271 330 142 218 153 162 353 408 96 165 169 238 660 644
Urban 314 377 200 188 287 359 166 280 152 39 339 388 236 324 129 215 637 576

Rural 192 259 133 174 217 237 11.4 16.1 154 232 387 452 80 14.2 180 244 688 727

Mexico National 184 246 63 11.8 174 236 80 144 6.9 145 232 319 14.7 152 102 6.5 458 497
Urban 196 271 57 90 182 25.0 6.4 197 55 64 218 303 263 317 179 54 450 488

Rural 162 199 6.3 122 137 187 9.6 93 9.2 126 263 357 130 103 95 66 471 516

Nicaragua National ~ 288 344 136 197 312 375 239 367 137 159 432 435 14.8 170 141 213 588 660
Urban 349 417 99 271 335 396 245 398 191 156 433 425 332 399 155 174 604 680

Rural 192 232 156 178 206 271 230 313 79 162 427 490 103 120 135 228 564 622

Panama National 243 319 59 127 269 34.2 187 270 91 194 216 275 26 202 78 1.3 475 516
Urban 289 351 57 156 280 350 236 349 87 204 233 279 406 513 106 161 473 504

Rural 159 250 59 123 208 29.7 1.3 168 103 156 180 262 75 16.0 74 106 479 541

Paraguay National 253 309 209 181 255 321 175 237 109 168 322 349 163 219 124 257 568 554
Urban 296 336 267 327 263 324 187 223 125 199 330 358 353 375 200 315 571 524

Rural 196 267 203 155 223 307 155 260 6.7 81 295 325 13.8 193 108 244 562 600

Dominican ~ National 304 340 57 81 322 381 224 319 156 179 250 258 16.6 187 100 108 623 614
Republic Urban 342 382 6.6 168 340 408 218 324 170 196 255 273 341 325 14.0 115 627 623
Rural 232 252 55 65 24.5 279 238 310 94 125 235 219 125 126 83 106 616 592

Source: Agricultural Development Unit, ECLAC.
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Table 15. Average age of heads of household, by type of household and area, around 2000 and of 2010
(years completed)

Type of household and year
Total Sal.agric  Sal.nonagric  Sal. divers. Employer  CPnonagric 100%famagric Div.famagric  Inactive
Country Zone 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010
Bolivia National 44 46 39 43 38 41 40 46 45 45 44 47 49 52 47 50 53 49
Urban 43 45 40 38 39 41 44 48 44 44 45 47 56 59 45 52 51 47
Rural 46 49 39 45 38 38 36 40 46 47 45 45 48 51 47 49 57 60
Brazil National 46 48 42 42 42 44 43 45 51 47 44 47 53 54 49 50 62 62
Urban 46 48 43 43 42 44 45 45 45 47 45 47 57 58 51 52 59 62
Rural 47 49 41 42 41 43 41 42 51 53 43 46 50 52 48 49 64 63
Chile National 50 52 46 49 46 48 50 50 55 52 50 52 55 58 55 52 63 65
Urban 48 52 45 48 45 48 48 50 49 52 49 52 58 60 52 48 61 65
Rural 51 54 46 50 47 49 50 50 55 56 50 52 54 57 55 56 63 67

Colombia National 47 47 42 42 42 42 44 45 49 49 48 48 53 52 51 50 57 58
Urban 47 47 42 43 42 42 44 45 47 47 47 48 58 58 52 51 57 58

Rural 46 47 41 41 42 42 44 44 50 53 48 47 49 49 50 49 59 60
Costa Rica National 45 49 41 43 41 45 44 47 46 48 46 50 54 55 52 52 61 63
Urban 47 49 41 44 44 46 46 48 48 49 48 50 62 61 54 52 62 64
Rural 45 48 41 43 41 43 44 47 46 48 45 48 50 53 51 52 59 60

ElSalvador  National 45 48 47 44 43 43 48 46 51 49 49 50 53 53 55 54 58 59
Urban 48 48 50 46 44 43 47 47 50 47 50 50 59 59 58 54 59 60
Rural 46 48 45 43 42 41 49 46 52 51 49 48 50 51 54 54 57 56

Honduras National 45 48 42 44 40 44 46 47 46 49 46 48 47 51 50 54 53 57
Urban 44 48 44 43 40 44 46 47 45 51 46 49 54 59 51 57 51 58

Rural 45 49 42 44 40 43 45 46 47 48 46 48 46 50 50 53 55 57
Mexico National 46 49 45 44 42 45 47 47 50 50 49 51 55 54 54 54 58 62
Urban 45 48 46 46 42 45 47 47 45 49 49 51 60 60 58 56 60 61
Rural 47 49 45 44 41 42 46 46 52 52 50 51 54 52 54 54 56 63

Nicaragua National 45 47 41 43 42 43 47 47 47 46 47 47 48 50 50 50 57 58
Urban 46 47 42 49 43 44 47 48 49 46 48 47 52 59 51 52 54 56

Rural 46 46 41 42 41 40 47 46 45 45 47 47 48 48 50 49 59 61
Panama National 47 50 43 46 42 45 47 49 50 49 46 49 52 55 54 54 58 64
Urban 47 49 44 43 44 45 47 48 48 48 46 49 59 63 54 54 57 64
Rural 48 52 42 46 42 46 47 49 51 53 46 51 50 53 55 54 58 63

Paraguay National 46 49 44 46 41 44 43 46 45 48 47 50 52 53 51 51 55 62
Urban 47 50 50 49 43 45 46 47 45 49 48 51 59 59 52 55 53 62

Rural 48 49 40 45 38 40 40 44 46 47 44 47 49 52 50 50 58 62
Dominican  National 47 48 46 41 43 44 48 50 48 51 45 46 54 54 52 53 57 58
Republic Urban 47 47 47 44 43 44 48 49 45 51 46 46 60 56 55 50 56 56
Rural 48 50 44 40 43 44 48 51 48 51 45 45 51 52 50 54 58 61

Source: Agricultural Development Unit, ECLAC.
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Table 16. Average educational level of heads of household, by type of household and area,
around 2000 and 2010 (years of formal education completed)

Type of household and year
Total Sal.agric  Sal.nonagric Sal.divers.  Employer  CPnon agric 100% fam agric Div.famagric  Inactive
Country Zone 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000 2010
Bolivia National 71 79 54 49 9.8 108 73 88 70 89 71 83 4.2 4.1 51 4.1 72 86
Urban 88 96 6.4 6.0 10.1 109 75 9.6 107 109 79 87 59 47 56 4.4 90 97
Rural 4.3 4.8 45 45 9.0 102 77 70 36 55 59 58 36 4.1 4.7 39 32 35
Brazil National 46 71 22 36 57 84 4.0 71 51 9.9 49 72 24 34 26 4.1 27 50
Urban 6.3 77 2.3 4.0 70 85 55 76 94 103 6.0 74 3.1 45 30 4.6 4.6 54
Rural 25 36 2.1 33 4.3 58 2.7 48 4.3 58 37 4.8 2.0 28 24 3.7 1.4 2.1
Chile National 72 10.0 6.1 72 81 109 58 92 92 127 68 99 53 72 55 78 53 80
Urban 100 105 74 82 10.9 1.1 9.0 9.8 129 131 94 100 74 83 6.5 91 79 85
Rural 55 6.8 55 6.5 73 86 54 76 9.0 9.9 6.3 83 4.7 6.1 53 6.7 39 50
Colombia National 6.2 75 4.0 42 78 9.8 50 76 73 86 6.2 75 34 39 35 39 55 6.6
Urban 78 85 46 57 93 10.0 76 87 100 98 70 78 43 50 42 43 6.6 73
Rural 38 4.3 35 4.0 70 6.9 38 4.8 54 4.6 45 50 2.7 34 2.9 36 34 35

Costa Rica National 6.6 82 45 51 75 9.1 6.0 76 75 100 66 80 45 57 45 54 55 6.7
Urban 87 93 6.0 6.7 94 96 85 97 98 106 78 86 53 83 6.0 5.1 6.7 79
Rural 57 6.5 43 49 73 78 59 57 6.9 87 6.1 6.6 4.0 50 42 55 3.8 4.9

El Salvador  National 48 6.2 24 32 6.3 84 42 52 54 77 4.1 56 24 26 2.1 2.8 4.1 43
Urban 6.7 77 32 4.0 85 92 6.6 6.6 81 94 51 6.2 35 36 24 30 57 54
Rural 26 34 20 30 4.7 54 2.7 33 32 37 29 35 1.8 2.3 1.8 2.7 20 25

Honduras National 47 6.3 27 45 6.9 85 48 65 6.9 6.9 49 6.9 26 42 27 44 46 62
Urban 6.6 83 4.0 73 78 9.1 6.1 80 95 99 55 75 36 57 34 55 6.0 77
Rural 2.8 46 22 42 5.1 6.4 29 52 5.1 53 34 54 23 40 22 4.1 24 4.5

Mexico? National 0.0 77 00 45 0.0 92 0.0 6.7 0.0 74 0.0 75 0.0 45 0.0 4.2 00 64
Urban 0.0 92 00 6.8 0.0 96 00 87 0.0 9.8 0.0 8.1 0.0 6.6 0.0 71 0.0 79
Rural 0.0 52 00 42 0.0 76 0.0 4.9 0.0 51 0.0 58 00 39 00 38 00 34

Nicaragua National 42 58 24 24 6.1 81 42 48 49 77 38 6.1 25 2.8 22 37 34 47
Urban 58 72 29 43 70 84 6.1 57 71 97 51 6.5 4.0 43 2.7 52 54 6.1
Rural 24 34 1.9 1.9 48 6.2 22 32 36 50 2.7 4.0 1.6 25 1.8 31 1.7 1.9

Panama National 76 91 56 52 9.0 11.2 6.6 88 86 122 76 88 4.7 45 50 54 72 81
Urban 100 108 68 80 10.7 1.7 94 108 120 127 91 94 6.8 73 59 6.6 88 94
Rural 55 6.0 4.8 48 84 87 55 6.4 81 105 65 71 38 4.1 45 52 48 53

Paraguay National 6.2 77 55 55 77 9.7 72 89 75 92 6.1 79 4.1 53 4.7 53 53 64
Urban 78 92 6.8 6.6 88 10.1 88 103 99 0.1 68 84 49 6.4 52 57 6.3 76
Rural 45 59 39 53 6.9 83 54 6.5 56 6.6 53 65 37 5.1 43 52 34 45

Dominican  National 6.3 75 51 4.0 82 92 56 81 77 102 60 77 33 39 37 46 57 67
Republic Urban 8.1 88 88 6.2 93 9.7 92 94 1.7 110 6.9 81 39 49 39 52 6.7 77
Rural 43 5.1 32 36 6.9 73 3.8 55 6.6 75 53 6.5 28 34 35 44 34 43

2 No information for Mexico on years of schooling around 2000.
Source: Agricultural Development Unit, ECLAC.
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Policies and Institutional Framework

This section contains an analysis of democratic governability to establish the current state of
decision-making in the region. The Latin American and Caribbean (LAC) countries have
undertaken efforts to promote family farming. They have revamped the institutional framework
to make it more inclusive and tweaked their public policies to place greater emphasis on certain
issues, including risk management, efforts to combat pests and diseases, climate variability, the
promotion of research, technology transfer and water resources management.

In their quest for comprehensive solutions to major problems, countries are working to establish
additional mechanisms to connect the public institutional framework with other stakeholders
associated with agriculture, in an effort to strengthen their accountability, transparency and
collaborative work.

Facts

Most LAC countries have recognized With the stagnation of the World Trade

that family farming offers a means to
achieve the comprehensive growth of the
agricultural sector promotes equity and drives
development.

Implementation of the European Union's
Common Agricultural Policy and the United
States’ Agriculture Reform, Food and Jobs Act,
better known simply as the Farm Bill, has a
direct impact on LAC's political, economic and
trade relations.

Organization’s Doha Round of negotiations,
LAC countries have focused on signing and
implementing regional or bilateral trade
agreements.

In several LAC countries, the institutional
framework for agriculture has identified
associativity as a key model to be implemented.
Promotion of this approach will make it possible
to strengthen different sectors, improve social
inclusion and spur economic growth.
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TRENDS

Countries look to family farming as the
key to food security and rural well-being

Over the past year, several countries in the
region have made the adoption of policies
and instruments in support of family farming
a priority of their decision-making agenda.
Bolivia declared family agriculture an activity
of national interest,! while Argentina has a
bill designed to position it as a strategic sector.
For its part, Costa Rica adopted the Sector
Plan for Family Agriculture 2011-2014.

Support for this strategic sector has been
accompanied by changes in national budgets.
In 2013, Chile increased the budget of the
Agricultural Development Institute by 8.2%,
to enable the organization to step up its work
with small-scale producers. Also in 2013,
Argentina allocated 9.3 million Argentine
pesos (USD 1.7 million) to promote and
implement the registration of family farmers
with the National Family Agriculture Register,
and another 200 million pesos (USD 37.5
million)? to support two family farming
production chains.

In 2013, Mexico began to implement the
National Crusade Against Hunger’ with the
aim of ensuring the food security and nutrition
of more than seven million Mexicans living
in extreme poverty and guaranteeing the
full exercise of their right to food. This social
inclusion initiative promotes community
participation and a coordinated inter-ministerial
approach as the pillars of public administration.

1. In the Ley de Organizaciones Econémicas Campesinas Indigenas y Origi-
narias (OECAS) y de Organizaciones Econdémicas Comunitarias (OECOM).

2. These and other figures are based on the ERS exchange rate. May 2013.

3. Further information about the National Crusade Against Hunger is avail-

able at http://sinhambre.gob.mx/.

In 2009, the MERCOSUR countries adopted
Decree  MERCOSUR/CMC/DEC. No. 006/09,
in which they established rules for the Family
Farming Fund. Over a five-year period, each
member country pledged to make a fixed annual
contribution of USD 15,000, plus a combined
annual contribution of USD 300,000 divided up as
follows: Brazil, 70%; Argentina, 27%; Uruguay,
2%; and Paraguay, 1% (MERCOSUR 2009).

Policy initiatives of this kind help ensure that
the institutional framework for agriculture
achieves objectives of major importance for
society, such as social inclusion and greater
access to opportunities.

The institutional framework has been
revamped to adapt it to new challenges

Some countries in the region have become aware
of the need to renew their institutional structures
in order to make decision-making and public
management more efficient, and to respond to
the need for differentiated strategies for different
territories, issues, sectors and stakeholders.

This has led to the creation of ‘supra-ministries’
and institutions responsible for coordinating
cross-cutting issues, as well as agencies that
coordinate the activities of all ministries in
specific geographic areas under the rural area-
based development approach, with a view to
complementing and enhancing their efforts in
pursuit of common goals.

This trend has been evident in a number of
countries for some years.
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o Since 2001, Mexico’s Special Concurrent
Program for Sustainable Rural Develop-
ment has implemented cross-cutting pu-
blic policies targeted at rural areas. Accor-
ding to data from the Mexican Chamber
of Deputies, the program had a budget
of 313,789,800,000 Mexican pesos (USD
24,743,510,000) in 2013.

e In 2007, Ecuador created ‘coordination
ministries,” whose status is higher than
that of traditional ministries. Their role is
to coordinate actions in key thematic areas
to avoid duplication of efforts. The idea is
to make government programs more effi-
cient and improve the implementation of
public policies.

° The Territories in Progress Program, created
in Brazil and replicated in El Salvador,
was designed to coordinate the poverty
reduction efforts of different ministries. In
2013, the Salvadoran government invested
USD 150 million in the coordination of pu-
blic administration and social management
initiatives in rural communities.

In 2012-2013, the work of creating or
reorganizing ministerial structures continued:

o Nicaragua created a combined Ministry
of Family, Community, Cooperative and
Associative Economies, merging the port-
folios and spheres of action of the former
ministries of Economic Affairs, Agricultu-
re and Social Development.

o Peru set up the Ministry of Inclusion and
Social Development, with the aim of har-
monizing the policies of various sectors
(including agriculture) and levels of go-
vernment (adopting the area-based deve-
lopment approach).

¢  Guatemala established the Ministry of
Social Development, with an emphasis
on poverty reduction in rural areas, im-
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plementing mechanisms for coordination
and cooperation with other central gover-
nment agencies.

e  Chile expanded the coverage of its Minis-
try of Agriculture, now renamed the Mi-
nistry of Agriculture, Fisheries and Food,
giving it responsibility for food (quality
and safety, formerly under the authority
of the Ministry of Health) and fisheries
(previously under the authority of the Mi-
nistry of Economic Affairs).

Some LAC countries have shifted the focus of
their ministerial portfolios, targeting a number
of critical cross-cutting aspects of agriculture.
Peru reorganized its Ministry of Agriculture and
renamed it the Ministry of Agriculture and Irri-
gation. Costa Rica created the Under-ministry
for Water and Seas, a division of the Ministry
of Environment, Energy and Telecommunica-
tions. In Mexico, the Under-secretariat for the
Promotion of Agribusiness became the Under-
secretariat for Food and Competitiveness.

Other types of institutions have emerged in
response to this need for close coordination
of efforts, but without necessarily having
ministerial rank. In 2012, Bolivia established
the Plurinational Council for Agricultural and
Forestry Innovation to promote technology
innovation policies, allocating it a budget of
USD 52.6 million for the next five years. This
commission coordinates different ministerial
portfolios and includes stakeholders from the
production and private sectors.

Public policies with a new emphasis

The LAC countries have addressed many
challenges by adopting policy measures to
protect the agricultural sector. Public decision-
makers in the region have paid particular
attention to efforts to combat pests and diseases

and to climate variability, with an emphasis on
droughts and floods.

At the beginning of 2013, the heads of state of
the Central American Integration System (SICA)
agreed to join forces to combat coffee leaf rust
and support regional and national strategies
through specific policies. The policy measures
applied by countries included the establishment
of trust funds (Costa Rica) and the provision
of seeds (Guatemala), agrochemicals (Costa
Rica and Guatemala) and leaf fertilizers and
manual spraying equipment (ElI Salvador).
Some countries (Guatemala, El Salvador,
Nicaragua and Costa Rica) are considering
offering credit, while others have made
adjustments to loans already taken out by coffee
growers (Costa Rica).*

To address climate variability, Uruguay invested
over USD 10 million at the beginning of 2013
in an effort to adapt its production systems to
climate change, particularly drought. Under
this initiative, the government gave priority to
small-scale producers, considering their greater
vulnerability. That same year, the Chamber of
Deputies of Chile approved an amendment
to establish a new Permanent Committee on
Water Resources, Desertification and Drought.
Chile’s Secretariat of the Environment and
Natural Resources created a permanent Inter-
secretarial Commission to deal with droughts
and floods.

In Central America, the Regional Committee
on Water Resources has recognized the link
that exists between agriculture and climate
variability. One of the activities organized
around this issue during the 2012-2013 period
was the Nineteenth Forum on Applications of
the Central American Climate Outlook to Food
and Nutritional Security, which focused on the
relationship between food security and the crisis
in coffee production triggered by the outbreak

4. Further details concerning the impact of coffee rust disease in Central
America are included in the chapter on Context of the Agricultural Sector.
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of coffee leaf rust. In this context, work has been
carried out to develop climate risk scenarios for
each sector, including agriculture.

In the Caribbean countries, decision-makers
have addressed this issue by focusing on
water management for agriculture and efforts
to improve overall productivity through
innovation and efficient use of resources. More
specifically, Barbados and Grenada have
conducted preliminary studies on the green
economy, in which agriculture is included as
an essential sector.

Certainly, governments have been forced to
incorporate strategic issues on their agendas
in order to implement prompt, timely and
inclusive solutions for agriculture.

Bartering of food for oil as a form of
commercial exchange

Initiatives involving the exchange of food
for oil have gained ground in the region,
particularly under the aegis of the ALBA and
PETROCARIBE. According to figures from
the 2012 Management Report of Petrdleos de
Venezuela (PDVSA), Nicaragua has led the
way in paying off its oil debt to Venezuela,
exporting 496,389 metric tonnes of foodstuffs
to pay for the 11.8 million of barrels of oil
acquired that year, in a commercial transaction
worth USD 713 million. This figure was
substantially than in 2011, when it totaled USD
372 million.

That same year, Guyana sent Venezuela
212,284 metric tonnes of food, mainly rice;
and the Dominican Republic, 15,996 metric
tonnes of liquid sugar and food pastes. The
two countries have increased their commercial
exchange by offering food in place of money,
covering 26.4% and 4.2% of their oil bills,
respectively, according to PDVSA figures.

At the same time, some South American
countries have begun to establish relations with
African countries through the implementation
of food barter programs. In this context,
Uruguay and Argentina have forged closer
bilateral ties with Angola, with the aim of
supplying the African nation with water and
food in exchange for oil.

Although some LAC countries are adopting
food for oil programs as a form of commercial
exchange, these still make up a very small
proportion of the region’s food trade; hence,
the absence of official trade figures or data.

PRrROSPECTS

Innovation will be strengthened along
with research and technology transfer

The LAC countries have acknowledged that
innovation, research and technology transfer
are key to increasing not only economic
growth, but also social well-being in the region.
There are both embryonic and consolidated
initiatives in this regard and, in the near future,
countries are expected to become increasingly
interested in strengthening initiatives of this
kind and allocating budgetary resources.

Argentina, which had the second most
mechanized agriculture in the world in 2012,
will remain in the forefront. In 2013, it will
execute a USD 200 million loan from the Inter-
American Development Bank (IDB) to finance
new centers offering technology services, more
than 1500 research and innovation projects
and the training of 700 professionals abroad.

Some Caribbean countries are in the process of
adopting a model of climate-smart agriculture,
under the Caribbean Agro-meteorological
Initiative, which will provide them with
more accurate information on weather and
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climate in order to improve decision-making
on agricultural production. The Caribbean
countries are also tackling the problem of climate
variability by promoting agriculture in controlled
environments (particularly greenhouses).

The U.S., Canada and Brazil will continue
to strengthen their regulatory frameworks
with a view to tightening controls over
intellectual property. In this regard, obtaining
and protecting patents based on biodiversity
elements and germplasm will be a key issue,
both in the national and the regional spheres.

In the Southern Region, the Specialized
Meeting on Family Farming (REAF) is
actively promoting policies to help small-scale
producers in the MERCOSUR countries gain

access to appropriate technologies, which will
remain a priority on the decision-making agenda.

This process is of special importance to
family agriculture. In April 2012, the Forum
for the Americas on Agricultural Research
and Technology Development (FORAGRO)
conducted anonline consultation on technology
and innovation in family farming in LAC with
IICA’s support. The survey findings suggest that
the current aggregate supply of technology
is usually insufficient to meet the explicit
and implicit technology demands of family
agriculture. On the one hand, family farmers
know what their needs are but have limited
incomes and resources and are not equipped
to access new technological knowledge. On the
other, technology providers, mostly from the
private sector, have the technical capacity to
meet the demands of farmers but do not always
maintain close communication with them in
order to identify and develop technologies that
are appropriate to their specific needs (based
on environmental and productive conditions).
Nor do governments provide incentives to
encourage them to do so.

This situation is expected to improve in the
near future and links between providers and
consumers of technology will be strengthened,
particularly in family agriculture, as shown in
Text Box 12.

Public-private cooperation will
be strengthened to manage risk
in agriculture

The LAC countries have come to recognize the
private sector as a strategic ally, since it has been
shown that public-private linkages improve
the terms of trade for family agriculture.

Public agricultural institutions are expected to
provide greater support to small and medium-
scale farmers to help them comply with the
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standards demanded by the private sector (e.g.
marketing firms and retailers) in international
markets. This type of alliance is already evident
in chains aimed at the international market.

Similarly, the LAC countries will seek to
strengthen collaborative work between public
institutions and the private sector, in order
to design solutions that take into account the
supply and demand for technology.

These public-private efforts will place emphasis
on the need to promote agricultural insurance.
According to a study conducted in 2012 by IICA
and the Latin American Association for the
Development of Agricultural Insurance, 75%
of LAC governments currently attach great
or very great importance to the issue of risk
management. However, the region accounts for
only 3.5% of agricultural insurance premiums
worldwide. This situation reflects a lack of
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interest on the part of insurers, due mainly
to climate variability and its potential effects
on agriculture. In this context, governments
will endeavor to create stability by providing
the insurance sector with resources and vital
agricultural and meteorological information,
while the private sector will contribute its
knowledge and assume -either totally or
partially— the risks in a context of greater
security with clear and permanent game rules.

In order to address these types of issues,
governments will increasingly work to generate
synergies among the stakeholders of agricultural
institutions, creating opportunities and linkages
to propel the efforts of different actors and
resolve public problems of national interest.

Accountability processes will
be intensified

Accountability mechanisms and strategies
to make governmental information more
transparent will be strengthened in support of
efforts to improve the agricultural sector.

As part of the principles of modern public
administration, the decentralization of
decision-making and the growing interest of
citizens, most countries in the region have
established annual accountability processes
designed to inform society about the challenges
already addressed and those that lie ahead.

Accountability processes have traditionally
taken the form of meetings at which the
accountability body issues a statement or a
report. In the years ahead, these processes will
be further strengthened through closer contact
with citizens and the use of information and
communication technologies.

Increasingly, the ministries of agriculture
are using social networks as a means to offer
continuous accountability regarding their work

and as a mechanism for dialogue with citizens.
This approach will become part of routine
accountability processes in the near future.

Transparency will be increased by ma-
king open government a cornerstone of
public administration

In2012, the G8leaders acknowledged that open
access to official information on agriculture
(open government) was vital to increase global
food security. International agencies have also
become involved in this process, which will
gradually include the private sector and non-
governmental organizations.

Countries like Chile, Brazil, Mexico, Paraguay,
Costa Rica, Colombia, Honduras and Uruguay
have taken the first steps toward what is
referred to as open data for more inclusive
economies. At the beginning of 2013, Chile
promoted the first Regional Meeting of the
Open Government Partnership, organized
and hosted by the Economic Commission for
Latin America and the Caribbean (ECLAC).
The event facilitated dialogue among leading
stakeholders from the region and across the
globe on the potential of open data. Among
the most important experiences so far is
Colombia’s design of applications that include
data on agriculture and rural development.
Similarly, in June 2013 Uruguay hosted the
Regional Conference on Open Data for LAC,
whose theme was “promoting the generation of
value.” During this event, delegates discussed
the economic and social value of open data,
together with the lessons learned and future
challenges facing the region in this area.

In 2013, the Caribbean countries also held
their first conference on open data, which is
viewed as a catalyst for regional development.
In addition, national meetings were organized
to discuss solutions to specific problems in
sectors such as agriculture and trade (De la
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Cruz 2013) based on the use of open data and
software development.

The benefits of implementing open data strategies
for decision-making are considerable. This
underscores the need to facilitate citizens” access
to public data, enabling them to make a significant
contribution to the design of public policies,
monitor their implementation and generate
sustainable social transformation processes.

The countries that have taken their first
steps toward open government will further
strengthen their endeavors in this area,
while those that have not yet embraced this
approach to public administration will do so
in the near future. This practice will gradually
permeate the agricultural sector, providing key
information to the stakeholders who make
decisions on agriculture.

Water as a key issue on
the decision-making agenda

Water and agriculture are inextricably linked.
It is estimated that more than 75% of water
resources are used for agricultural activities.
Governments are paying greater attention to
the challenge of finding ways to use water
more efficiently in agriculture, in order to
preserve this resource and at the same time
boost the sector’s productivity.

Establishing public policies that improve
efficiency in water management will be a
priority for decision-makers in the years ahead.
The countries that have suffered droughts in the
recent past are looking at innovation processes
that will enable them to improve their irrigation
systems and water management in order to
guarantee supplies throughout the year.

Efforts to design policies that will make
water management more efficient will

be accompanied, in some cases, by the
strengthening of family farming. Atthe Meeting
of Ministers of Agriculture of the Americas, held
at the end of 2013 in Argentina, the ministers
discussed and addressed key aspects of the
relationship between water and agriculture
as a strategic resource in the agricultural and
rural sector. The conclusion reached in the
discussions was that national budgets would
have to be restructured in the near future to
finance water resource management policies.

Public policies to reform land tenure
will continue to be a priority issue in
the countries

With land becoming an increasingly scarce
factor of production, many countries have
been adopting policy measures, a trend that
will continue for the foreseeable future. Most
decisions taken on this matter go hand in hand
with support for family agriculture and the
strengthening of local production.

In Latin America, the Agrarian Commission
of the Peru’s Congress is currently working
on a bill called Law 763/2011-CR, which is
intended to limit land tenure and thus ensure
more equitable development of the agricultural
sector, given that 40% of Peru’s farmland is
owned by 34 powerful groups. In Argentina,
Law 26737, the System for the Protection
of the National Ownership, Possession and
Holdings of Rural Land entered into force at
the beginning of 2012. The Ministry of the
Interior says that, among other measures,
this law imposes limits on foreign ownership
or possession of land in rural areas. Brazil
has also made progress on land issues and
has limited land purchases by foreigners and
Brazilian firms with foreign capital through a
reinterpretation of the existing regulations. In
mid-2013, Uruguay announced that it was
preparing a draft bill to prevent foreign states
from purchasing land.
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Agrarian policy has been one of the main
issues under discussion in the peace process
involving the Government of Colombia and
the FARC rebels, with emphasis on the problem
of the accumulation of land. After six months
of negotiations, in May 2013 the two parties
announced that they had signed an agreement
aimed at transforming the countryside in
Colombia. Among other issues, the document
focuses on smallholders, access to and the
distribution of land, and efforts to stimulate
agricultural production and the solidary and
cooperative economy.

More and more countries are seeking to reform
their land tenure systems to benefit small-scale

agriculture and acknowledge its essential role
in the economy. For many, the challenge in
2014 will be to implement the policies adopted
during the previous year, and to complete
land-titling processes, particularly in family
farming communities.

PoLicy RECOMMENDATIONS

Effective implementation of policies
and citizen participation

Most countries in the region have taken the
important step of moving toward the adoption
of a medium- and long-term approach
where the design of policies is concerned.
In policymaking processes for agriculture,
it is increasingly common for the different
ministries to work together in pursuit of
comprehensive solutions based on different
viewpoints and approaches.

However, one of the main concerns continues
to be how to implement public policies
effectively. Three key elements are required
to accomplish that objective: the allocation
of budget resources, the definition of
responsibilities and citizen participation.

In relation to the first point, when countries
adopt public policies it is important that they
support them with policy instruments and
budget resources. Where such instruments
already exist, it is only necessary to align them
with the proposed new policy. If instruments
need to be created, additional funds have to be
allocated for that task. In addition, it is essential
that governments promote inter-institutional
coordination in order to avoid duplication of
efforts and make the state apparatus more
efficient. This issue is key in the agricultural
sector, given that there are cross-cutting issues
for which the ministries of agriculture are not
always directly responsible.
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The other essential aspect of successful
implementation is the need to secure active
citizen participation in the policymaking
process. Agriculture sector stakeholders are
increasingly interested in taking part in the
design and implementation of policies. This
interest is valuable for governments because it
ensures that the policy objectives adopted are
embraced by stakeholders outside the public
institutional framework. This permeates the
agricultural sector and results in public policies
that are sustainable over time and less likely to
be affected by changes of government.

Sharing of experiences through the
creation of citizen participation
mechanisms

It is important to encourage the dissemination
of successful participatory experiences that
are being implemented in other latitudes, so
that the LAC countries can take advantage
of them to strengthen their own initiatives.
The exchange of experiences could promote
synergies between countries and encourage the
adoption of innovative approaches to citizen
participation aimed at the growing inclusion of
family farming.

These actions should be carried out bearing in
mind that every country has different ways of
fostering citizen participation. Some of the tools
that could be considered include participatory
budgets, roundtables for dialogue, scenario-based
planning workshops, sectoral meetings, local
councils for citizen participation, transparent
government programs, the wuse of social
networks and public consultations (referendums,
plebiscites and town hall meetings).

Cross-cutting issues such as youth,
gender and indigenous populations
should be included in national policies
to promote family agriculture

Efforts are needed to ensure that public policies
for the agriculture sector become more inclusive:

e Rural women produce nearly half of the
food consumed and play a key role in fa-
mily farming and food security (Ballara
and Damianovic 2010).

e The region has 671 indigenous peoples,
most of whose members are involved in
agriculture (Ballara and Damianovic 2010).

e According to figures from the United Na-
tions Food and Agriculture Organization
(FAO), there are 1.2 billion adolescents in
the world; nine out of ten of them live in de-
veloping countries and 55% in rural areas.

Public policies for the development of FA
adoptedin the near future mustbe accompanied
by inclusive policy instruments that make
provision for an agriculture sector that will be
increasingly urban, incorporating elements that
help to retain young people in the sector (such
as the use of information and communication
technologies). Differentiated strategies are
also needed that take into account the specific
situation of women farmers and indigenous
peoples. Mechanisms for the participatory
construction of public policies adapted to the
circumstances of these vulnerable segments of
the population are a key factor if the strategies
designed are to be inclusive and respond to the
needs of the target groups.

In the area of organizational management,
associativity processes involving producers’
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organizations and cooperatives have proven
effective in strengthening the position of
farmers, particularly marginalized groups such
as women, youth and indigenous peoples
(FAO etal. 2011). Government support for and
the strengthening of organizations of this kind
are vital.

Strategic thinking and prospective
analysis

In order to provide a timely response to the
challenges facing agriculture and chart the
course to be followed in the medium and long
terms, it is essential that public institutions
cease basing their analysis on past trends and
undertake prospective analysis.

Prospective analysis is a holistic process that
calls for open and participatory mechanisms, as
well as collective discussions and networking,
to determine the actions that need to be taken.

Some countries —~Uruguay, Mexico, Brazil
and Chile among them- are currently
conducting analyses of this nature, with a
view to shaping the societies that they wish
to see in the future, and to meet future
challenges (Vizcaya 2011). For example, when
restructuring its ministry of agriculture, Peru
established the Deputy Ministry of Agrarian
Policy, which will play a strategic role in
coordinating and evaluating policies for this
sector.

However, the efforts related to the institutional
framework for agriculture are insufficient.
Investment in training of public sector officials
to conduct this type of analysis will ensure that

policy measures focus on strategic elements
that are priorities for the country and not only
on short-term or emergency elements.

CONCLUSIONS

Theregion mustdeal with elements of uncertainty
and many variables in decision-making. This
challenge has prompted governments to redefine
their priorities, modernize their institutional
frameworks and place emphasis on aspects that
maximize the impact of public, area-based and
sectoral actions. In this process, family farming
has become part of a cross-cutting strategy in the
fight against poverty and food insecurity, which
many LAC nations should pursue.

In attempting to find solutions to the region’s
most pressing problems, it will be essential
to create mechanisms for dialogue and
public-private partnerships for the collective
construction of public policies. It will also
be necessary to unite efforts to define clear
operational strategies in order to turn good
intentions into concrete actions.

Many challenges remain to be overcome in
the region: social inequality, food security
and the efficiency of state institutions. All
the LAC countries will have to address these
challenges in the coming vyears. However,
each nation must develop its own formula for
tackling its most pressing public problems, one
that incorporates successful experiences and
lessons learned from other latitudes, reflects
the national political culture and includes the
sustainability and implementation mechanisms
required to put it into effect.
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Chapter 5:

State of and Outlook for
Family Agriculture in Latin
America and the Caribbean







1.1. INTRODUCTION

In Latin America and the Caribbean (LAC),
agriculture operatesagainsta complex backdrop
of unstable prices of agricultural products and
inputs, competition with other productive
sectors for the use of natural resources, growing
demand for food and, in some countries, a
heavy dependence on food imports, which
could lead to difficulties in supplying domestic
demand. As a result, family agriculture (FA) is
seen as the economic activity with the greatest
potential to help resolve those problems in the
region. The development of the sector calls
for efforts to increase the food supply and
reduce levels of unemployment, poverty and
malnutrition among the most vulnerable rural
dwellers in LAC.

The concept of family farming extends
beyond mere agricultural production and is
defined rather as a livelihood that respects the
environment, safeguards biodiversity, protects
cultural traditions and promotes area-based
development (desarrollo territorial). However,
in most countries of the region, for a number
of reasons —particularly the lack of specific
information on the sector and the absence of
public policies aimed at resolving its structural
problems— FA has remained largely invisible
and, therefore, its contributions are unknown
or undervalued by society.

Even though its potential is unquestionable,
FA faces more productive, business-related and
socioeconomic constraints than almost any
other sector in LAC. The size and quality of its
production resources are limited, and the region
has few mechanisms to promote access to land
and water. Limited access to technology and
capital, low generational change, asymmetries
and inequalities stemming from the free trade
agreements and poor adaptation to the effects of
climate change are some of the other variables
that, taken together, point to a discouraging
outlook for FA in many LAC countries unless

urgent actions are taken to develop the
sector in the short term. By promoting family
farming, countries would be able to take
advantage of the productive, economic and
social benefits associated with development,
and make progress toward achieving equality,
inclusion and an appreciation of the sector’s
real importance by society.

This document seeks to contribute to
knowledge of family agriculture by offering
a description of the sector in the three main
subregions of LAC, and an analysis of the
constraints and challenges that it faces and
the future outlook, and recommendations for
public policies to facilitate its development and
sustain it over time.

1.2. CHARACTERIZATION

1.2.1 Size of the sector

The FA sector in LAC is comprised of an
estimated 17 million farms, on which around
60 million people work and live. An estimated
57% are in South America (Figure 20). In most
cases, the quantification of FA in agricultural
censuses is based on a stratification of the size of
the farms surveyed. In some countries, studies
have been carried out using other variables,
such as the gross value of production. Beyond
these approximations, it is estimated that FA
accounts for more 75% of the total number
of production units in almost all the Latin
American countries, and more than 90% in
many of them.

1.2.2 Contribution made by FA
to agricultural production

Table 17 shows that, in every case, family
agriculture in South America accounts for more
than 20% of the sector’s production, with its
contribution reaching around 40% in several
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Figure 20. Total number of farms in 17 Latin American countries

Brazil
Mexico
Peru

Haiti
Ecuador
Guatemala
Venezuela
El Salvador
Argentina
Chile
Paraguay
Nicaragua
Dominican Rep.
Panama
Jamaica
Uruguay
Belize

0 1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000

Source: Namdar-Irani, M., 2013, based on the latest agricultural census of each country.
Note: In the case of Mexico, the figure refers only to active farms (the total number is 5.5 million).

countries (Brazil, Colombia and Ecuador). FA’s Although FA clearly accounts for by far the
share of employmentin the sectoris particularly largest number of farms in the region, the
significant. In the countries analyzed, it ranges same is not true of the acreage of farmland in
from 36% (Costa Rica) to 76% (Honduras). the hands of family farmers. In most countries

Table 17. Contribution of family agriculture in some Latin American countries

Argentina Brazil Chile  Colombia  Ecuador Paraguay Uruguay
(d) (© (b) () () (a) (C)

Importance of sector
FA's share of value of sector production (%) 19.2 382 22 4 45 si si
FA's share in sector employment (%) 53 744 61 57 si si si
Farms @ (e)
No. of family farms (thousands) 251.1 | 43679 | 2549 7379 7399 264.8 326
Family farms as percentage of all farms 75.3 844 | 950 870 88.0 914 572
Surface area @ (e)
Average area of FA (ha) 142.0 184 170 30 70 74 772
Average total area (ha) 593.0 63.7 380 46 147 1070 2870
FA as % of total surface area (%) 203 243 440 570 410 6.3 154
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Costa El

g Guatemala  Honduras  Nicaragua
Rica Salvador © @) ©

(e) (e)
Importance of sector
FA's share of value of sector production (%) 40.6 42.7 49.0 56.5 493 58.3
FA's share in sector employment (%) 36.0 51.0 63.0 76.0 65.0 70.0
Farms ® ® ® ® ® ®
No. of family farms (thousands) 79.0 230.0 1062.0 484.0 334.0 164.0
Family farms as percentage of all farms
Surface area
Average area of FA (ha) 2.2 1.0 6.7
Average total area (ha)
FA as 9% of total surface area (%)

Source: Namdar—Irani 2013, based on:

(a) Agricultural censuses in Argentina (2002), Brazil (2006), Paraguay (2008) and Uruguay (2000), cited in REAF 2010:12

(b) Qualitas Agroconsultores 2009
() FAO-IDB 2007
(d) Obschatko et al. 2007

(e) Household surveys in Guatemala (2006), El Salvador (2006), Honduras (2006), Nicaragua (2005), Costa Rica (2007) and

Panama (2003)

(f) Agricultural censuses in Guatemala (2004), El Salvador (2007), Honduras (1993), Nicaragua (2001) and Panama (2000).

for which data is available, the figure never
reaches 60%, ranging from 6.3% of the total
in Paraguay to 57% in Colombia. In addition,
family farms contribute less than 50% of the
value of agricultural production in most of the
countries studied, highlighting the productivity
problems that characterize this sector (ECLAC
etal. 2013).

Nevertheless, FA plays an important role in
supplying basic foodstuffs for the countries of
the region. In Brazil, for example, FA accounts
for 87 % of production of cassava, 46% of
maize, 70% of beans, 58% of milk and 59% of
the pigs raised. In Argentina, FA accounts for
82% of the national goat herd, 64% of the pig
herd, 33% of the dairy herd and 26% of the

livestock raised for meat and wool. In Paraguay,
this sector produces 97 % of tomatoes and 94 %
of cassava and beans (Olascuaga 2013)

1.2.3 Dynamics of structural change in agriculture

Latin American agriculture is characterized by
the coexistence of small family-run farms and
medium-sized and large-scale production units,
a factor that has created a very heterogeneous
and unequal agrarian structure. The evolution
of that structure in Latin America has been
influenced by two trends: in some countries,
sectoral dynamics have resulted in ownership
of land being concentrated in fewer hands,
which has meant a reduction in the number
of farms, especially the smallest ones. In other
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countries, the opposite has occurred, with land
being increasingly fragmented and broken up
into ever-smaller plots.

The first group of countries includes Argentina,
where the number of farms decreased by
20.8% between 1988 and 2002 (INDEC 2009).
A similar trend is evident in Brazil, where the
total number of farms fell by 10.7% between
1985 and 2006 (IBGE 2006). The same
situation is evident in Chile, based on hfigures
from the last Agricultural and Forest Census
(2007), which show a 6.4 % drop in the total
number of farms registered (INE 2007). In
Uruguay, no data is available on the current
state of the agrarian structure; however,
previous studies show that the number of
farms declined from 86,928 in 1961 to 57,131
in 2000. Farms smaller than 99 hectares in
size made up around 96% of the total (Pifieiro
2011). Considering the dynamic nature of the
land market, this trend is expected to increase,
favoring medium and large-scale agricultural
enterprises that purchase land from family
farmers.

The second group of countries includes Mexico,
where the number of production units increased
by 7.8% between 1991 and 2007, with registered
farms climbing from 3.8 to 4.1 million (INEGI
2007). This category also includes Peru, where,
according to the latest National Agricultural
Census, the number of farms increased from
1.7 to 2.2 million, with 496,000 additional
production units (INEI 2013). The same trend
is observed in Jamaica, Antigua and Barbuda,
and St. Kitts and Nevis, where farms have
become progressively fragmented. In Jamaica,
the division of properties has reached extreme
levels: between 1996 and 2007 there was a
9.8% increase in the number of farms less than
one hectare in size, which account for 66.4% of
the total. The number of landless farmers has
increased by 90%, equivalent to 12.3% of the
total farming population.

The pressure created by minifundizacion (the
division of land into smaller plots) leads to

more intensive soil use, followed by soil
degradation and a decrease in food production.
This situation is probably repeated in other
countries of the region, although no data is
available to validate the hypothesis.

In this context, a study conducted in Brazil po-
ses an inevitable and urgent question:

Do the rural poor still have any chance
of continuing as farmers? Any objective
analysis of the economic processes that have
intensified in recent years, the ever-increasing
competition, the growing technology gap
among producers and the decisive presence
of the total productivity of factors for
some, but not for the majority, makes for
depressing reading. If these comparative
differences among rural producers were to
be associated with a reasonably high level of
national performance and economic growth,
which would increase urban employment
opportunities, it would be possible to predict,
without a significant margin of error, a rapid
depopulation of the countryside and the
continued population exodus that has been
typical of rural areas in the last fifty years
(Navarro and Kanadani 2013).

This question can only be answered
satisfactorily if we acknowledge that the
structural dynamics of regional agriculture
must influence the design of public policies.
Finding solutions to the problem of land
fragmentation should form part of a
comprehensive strategy for overcoming
poverty in the countries. This is a complex
challenge that requires an extra-sectoral
approach that combines and coordinates
national efforts to achieve the inclusive
development of this sector. At the sectoral
level, programs must be implemented to
provide access to land, while incentives for
its sustainable use must offer the necessary
support to help mitigate the negative effects
of these trends on the sustainability of FA in
the region.
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1.2.4. Heterogeneity of FA

All the studies of FA that have been conducted
in the region underscore its heterogeneous
nature. Major differences are observed in the
subsector in terms of the base of productive
resources, infrastructure and capital available,
and access to public goods and services. These
factors, in turn, make for heterogeneity in
terms of potential, production and consumption
structures, capacity for innovation, share of labor
markets and strategies for diversifying sources
of income. This undoubtedly complicates any
analysis of the sector, and has resulted in a
conceptual definition of certain typologies of
producers to facilitate the design of policies and
programs suited to the development needs of
the main segments that comprise this sector.
The typology designed by FAO-IDB (2007),
widely recognized and adopted in the region,
identifies three groups of farmers within FA:

. Subsistence family farmers: produce
for their own consumption, with insuffi-
cient productive resources and income
to ensure the reproduction of the family
unit, leading family members to turn to
paid labor, other non-agricultural activi-
ties or migration in order to supplement
their income.

. Transition family farmers: also produ-
ce for on-farm consumption, or for sale,
with sufficient productive resources to
meet family needs but without the capa-
city to generate surpluses for the develo-
pment of the farm.

. Consolidated family farmers: self-
sustaining production, exploit land and
resources with greater potential, have
access to markets (as well as technology,
capital, inputs) and accumulate enough
surpluses with which to capitalize the
production unit.

The study estimates that over 60% of family
farms belong to the subsistence category, 28%

to the transition category and just 12% to the
consolidated category. These proportions vary
from country to country but, in every case,
subsistence agriculture is the category with the
largest number of farms (Figure 21).

Figure 21. Distribution of the three major
types of family farmer, by country

¥ Subsistence FF
Chile

® Transition FF Consolidated FF

___________________________________|
Mexico I —
Ecuador I —

Brazil I —
Nicaragua I
Colombia I —
El Salvador I—

0% 20% 40% 60% 80% 100%

Source: Prepared by IICA, based on Maletta 2011, and FAO
and IDB 2007.

These differences in access to the factors of
production, together with the milestones
that mark the history and evolution of
families (establishment of young farmers;
marriage, raising of children; departure
of children; preparation for retirement)
(Bourgeois and Sebillote 1978) give rise to
different production strategies to cope with
the uncertainties of a life in agriculture and
enable farmers to sustain themselves over
time. This approach is possible because
these farms have various types of resources
and use them in a flexible way, adapting to
each moment and to each situation. Their
most important resource is the workforce,
which plays a key role in generating off-farm
income and ensuring the family’s economic
stability. However, these farms also have
land resources and capital, as well as
business capabilities that allow them to apply
a wide range of individual and collective
strategies (Table 18). This fact calls for a new
generation of public policies, which should
focus on developing farmers’ capabilities
and promoting their autonomy, applying an
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Table 18. Strategies for change applied on family farms

Strategy Description

Specialized production Expansion of the industrial model of agriculture geared to production, based on traditional agricultura
products grown on the farm.

Optimization of production systems by expanding the scale of production (purchase or leasing of land) or
through technological innovations applied to products historically produced on the farm.

Diversification of Incorporation of new products into the agricultural system that, in addition to traditional products, make it
agricultural production possible to diversify risk or improve profits.
Modernization of Reutilization of farm resources to create new agricultural products on the farm.

agricultural production . . . . . . .
& P Partial or total substitution of traditional products with new crops or livestock to improve farm profits.

Rural non-agricultural Reutilization of farm resources to create new non-agricultural products on the farm: rural tourism
income (RNAI) (camping, accommodation, restoration projects, other), crafts, trade, environmental services and others.
Rural non-agricultural Part-time agriculture and reutilization of farm resources for off-farm uses.

| t (RNAE
employment ( ) Other remunerated activities by the head of the farm or family members that generate part of family

income.
Reduction of agricultural Maintaining the traditional production model and reducing the Tevel of activity on the farm.
activity . . .
Reduction of area used for agriculture, leasing out or sale of some land.
Search for new lifestyle Evolution toward hobby or semi-retirement farming.
Sale or leasing out of part of land owned, or use for conservation purposes.
Residential use.
Abandonment of Withdrawal from agricultural activities.
agriculture

Sale of farm or transfer to next generation, fragmentation/sale.

Source: Sotomayor et al. 2013.

integrated and intersectoral approach. agriculture. There are several reasons for this,
but the main ones include:

1.2.5. Constraints and challenges

. FA production resources tend to be lo-
In Latin America, FA operates in less favorable cated in areas with poor quality soils for
social, economic and productive conditions than agriculture.
many other activities. The same constraints
affect FA throughout the region, albeit with e Lack of access to land of sufficient size
differences between countries. In socioeconomic and quality to develop the sector.
terms, it is one of the sectors with the highest
levels of poverty, food insecurity and illiteracy. o Degradation of the production base,
Generational change is minimal. which means that the sector is more vul-

nerable to the effects of climate change.
In productive terms, there is absolute consensus
regarding the technology and productivity gaps e Family farmers have limited access to tech-
that affect FA compared with commercial-scale nology, credit and services for production.
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o Difficulties in accessing markets.
o Lack of infrastructure.

To this must be added the limited public
investment in rural areas and the absence of
a specific institutional framework to promote
the sector’s development. In this context, is it
important to note that the region’s technical
assistance programs are inadequate in terms of
quality and coverage, which hinders capacity
building and efforts to incorporate new
productive activities into this sector.

These constraints underscore the difficult
context in which FA operates. Overcoming
these limitations will necessarily require the
effective support of governments; otherwise,
the sector’s most vulnerable segments will
inevitably disappear.

1.2.6. Potential

FA is an economic activity that not only
combines its production resources more
efficiently but also does so in a more sustainable
and equitable manner. Moreover, because
it is labor intensive rather than technology
intensive, it plays an important role in the
redistribution of wealth and the reduction of
poverty. The FA sector has the potential to
generate the following impacts:

e Potential to increase food production
and reduce malnutrition. FA currently
accounts for between 27% and 67%
of total domestic food production.
However, the recurring problems of
chronic child malnutrition and low food-
energy consumption still persist in many
countries of the region. The possibilities
of increasing food production by
incorporating more land into agriculture
are diminishing, making FA the sector
with greatest potential to meet the region’s
growing demand for food. However,
its development will only be possible if
countries implement measures to facilitate

family farmers” access to public goods and
services for agricultural production.

Potential to reduce poverty. Because
FA creates new jobs in rural areas,
increases food production (even though
part of production is used for household
consumption) and improves incomes,
efforts to promote this sector would help
to lift many rural families out of poverty.
Even small increases in the volume of
production or in sale prices could result
in significant reductions in poverty, which
affects more than 65% of family farmers in
some countries of the region. According
to the World Bank (2008), the growth of
the agriculture sector does more to reduce
poverty than that of any other sector.
Indeed, the Bank’s estimates suggest that
growth in agricultural GDP is at least
twice as effective in reducing poverty as
the growth of GDP generated in other
sectors (in Latin America specifically,
the World Bank estimated that growth
in the agricultural sector is 2.7 times
more effective). According to the study
in question, a one percent increase in
agricultural GDP would generate increases
of more than 6.1% and 3.9% in the
spending of the two poorest deciles of the
population, an impact four times greater
than that produced by a one percent
increase in non-agricultural GDP. Although
these data refer to the agriculture sector
as a whole, the social impact of growth
in family farming could be even greater,
since this activity is more labor intensive
and has higher levels of poverty than the
national agricultural average.

Potential to create new jobs. FA
has been shown to be one of the main
generators of employment. The expansion
of this sector can be attributed to the
hiring of additional labor and to the
incorporation of family members who
have lost their jobs in non-agricultural
activities during economic downturns.
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2. FA IN CENTRAL AMERICA

Although each Central American country has
developed its own definition of FA in its poli-
cies and strategies for this sector, the authors of
this study considered it necessary to construct
a methodological definition in order to extract
conclusions from household surveys and popu-
lation and agricultural censuses. FA is defined
as a farm or production unit (and family home)
headed by a self-employed farmer (over 90%
of whom are men) who does not employ paid
workers on a permanent basis; or, is headed by
an agricultural employer who, including him-
self and unremunerated family members, em-
ploys a maximum of five people on his farm.!

2.1. Characterization
2.1.1. Size of the sector and the average farm

In absolute numbers, Central America has
more than 2.4 million families in the category
of family farmers. Guatemala has the largest
number (just over one million), while Costa
Rica has the smallest (79,000 families).

Family farmers in Central America work on
small farms that vary in size from one country
to another (from 6.8 ha in Nicaragua to 1 ha
in Guatemala).

2.1.2. Diversification as a productive strategy

Although they lack cutting-edge technology
and machinery, family farmers generally use
and combine their resources in the best way
possible on their small farms. In fact, some
authors argue that family farmers use their
resources efficiently and attribute their poverty
to a lack of opportunities and lack of access to
public goods (IICA 2003).

1. Based on this definition, household surveys were used to estimate the characteristics of
Sarmers (self-employed farmers and employers of up to five workers) and their households
(see Table 2).

Unlike commercial-scale agriculture, which
is primarily aimed at maximizing profits, FA
farmers seek to reduce risk by diversifying
production. As a result, most family farmers
in Central America do not specialize in the
production of a single good. Instead, they
produce a combination of staple grains (mainly
maize and beans), vegetables, small animals
(poultry, pigs and bees), some varieties of fruit,
coffee and cattle (mostly for breeding and
milk production). In general, family farmers
do not rely solely on livestock production
and, in nearly all cases, livestock is raised for
household consumption as a saving.

2.1.3. Dynamics of the segments of FA

Throughout the LAC region, FA is mainly
comprised of farmers who work their own
farms and do not hire paid workers (self-
employed). However, in recent years two
additional categories have come to account for a
larger share of the FA sector in some countries.
Salaried workers for whom agriculture is a
secondary activity have grown in importance
in Guatemala and El Salvador, where they
represent the second largest group in FA (nearly
45%). In Costa Rica, by contrast, the category
of small-scale agricultural employers is second
in importance and now accounts for over one-
quarter of FA (in the rest of Central America,
this group represents 5% on average).

Nearly 61% of all family farmers are self-
employed with agriculture as their main
occupation; 4%, are small farmers employing
up to five people on their farms (including
unremunerated family members); and the
remaining 35 %, are paid agricultural and non-
agricultural workers or self-employed non-
agricultural workers, for whom independent
agriculture is a secondary activity (Table 19).
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Table 19. Number of family farmers in
Central America, by category
(In thousands of farmers).

Figure 22. Rural milieu, non-agricultural
activities and poverty of FA in
Central America

Self- Small Other
employed | employers | smallholders .‘Eg 50

§8 60 = Percentage of FF in
Guatemala 564 20 a8 1082 § o e
Honduras 366 1 107 84 33 ° aches o5
Niargua 226 17 7 ] R — — "rocect
El Salvador 115 19 9% 230 BISANT  ota Rica
Panama 109 11 44 164
Costa Rica 55 21 3 79

Source: FAO 2011.

2.1.4. Growth of non-agricultural incomes

In recent years, non-agricultural activities
have accounted for a growing share of family
farmers’ incomes in almost all the countries of
the region. According to the latest household
surveys, almost 30% of the incomes of Central
American farming families come from non-
agricultural activities carried out by some of
their members.

In countries where a higher percentage of
family farmers live in rural areas (such as
Honduras or Nicaragua), mnon-agricultural
activities account for a smaller share of FA
incomes and, consequently, poverty levels
are higher. The opposite situation is seen in
countries such as Costa Rica, El Salvador and
Guatemala, where a larger proportion of family
farmers live in peri-urban areas, which means
that non-agricultural activities account for a
larger share of family incomes.? Because non-
agricultural activities are better paid, family
farmers in those countries show lower levels of
poverty (see Figure 22).

Soure: IICA estimates based on household surveys and
population censuses.

Panama is the exception: 92% of family
farmers are based in rural areas but the
percentage of non-agricultural income is high
and poverty is low.

The higher incidence of poverty in rural
households that depend entirely on agriculture
has been analyzed in detail in previous reports
by the Economic Commission for Latin America
and the Caribbean (ECLAC), the United Nations
Food and Agriculture Organization (FAO) and
the Inter-American Institute for Cooperation
on Agriculture (IICA). Those studies found that
poverty is indeed greater among households
dedicated entirely to agriculture (compared
with the rest of rural households), particularly
in countries with higher levels of rural poverty.
In countries with low levels of rural poverty,
the poorest households are those that depend
mainly on remittances (ECLAC ef al. 2012).

Remittances are one of the main sources of
non-agricultural income for family farmers
in Guatemala and El Salvador. According to

2. To obtain the makenp and amonnt of A incomes, it was necessary 1o take the data on
unit revenue per type of employee included in household surveys, and adjust it to farm level.
To do so, the survey used the number of employees per farm included in population and
agricultnral censuses.
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household surveys, nearly 30% of family
farmers in El Salvador receive money from
abroad (in Guatemala the figure is 21%).
However, the real figure is known to be far
higher, since many of those surveyed tend to
hide the fact that they receive money, for fear
of suffering theft, extortion, etc.

2.2. Constraints and challenges
2.2.1. Major socioeconomic constraints

According to household surveys carried out
in 2007, 63% of the region’s family farmers
are characterized by high levels of poverty,
very high levels of illiteracy (one-third cannot
read or write) and limited access to production
resources and basic services (Table 20).

2.2.2. Agro-ecological constraints and the im-
pact of climate change

With few exceptions, family agriculture in
Central America is carried out on poorer land,

in agro-ecological terms, than is the case of
commercial agriculture. The areas with the
largest concentrations of family farmers are the
mountainous and dry zones along the Pacific
coast, which are more exposed to prolonged
drought. In recent years, larger numbers of
family farmers have settled on the Caribbean
coast (growing bananas and African palm),
which is regarded as an agricultural frontier
zone because of limited access to roads, energy
and other basic services. In Central America,
the location of FA is of major importance,
especially because these areas are expected
to become more vulnerable to the effects of
climate change, which will significantly reduce
yields of products such as maize, rice and coffee.

2.2.3. Low yields

There is a major gap between the yields in
FA and those in commercial agriculture,
particularly in the case of products such as
coffee and maize (of great importance in FA),
where the yields obtained by commercial

Table 20. Socioeconomic indicators for FA in Central America

Indicator Guatemala El Salvador Honduras Nicaragua Costa Rica Panama Region
Literacy (%) 54.40 62.10 67.40 69.00 90.70 76.80 | 68.20
Average age (years ) 47.00 49.00 46.00 46.00 48.00 50.00 | 48.00
Women heads of households (%) 11.00 6.10 12.00 7.00 6.80 11.00 9.30
Education (years ) 1.90 2.60 2.70 2.40 5.70 4.10 3.20
Average land (hectares) 1.02 2.17 nd 6.72 nd 413 3.29
Own land (%) 77.00 39.60 nd 67.80 nd 81.80 | 66.00
Rural dwellers (%) 83.40 82.40 90.00 88.00 81.60 92.80 | 86.60
Urban dwellers (%) 16.60 17.60 10.00 12.00 18.40 7.20 13.40
Income from non-agricultural activities (%) 33.20 30.20 22.40 28.80 36.60 30.00 | 30.10
Members per household (number) 5.90 5.10 5.30 5.90 4.10 4.80 5.20
Housing with dirt floor (%) 55.80 38.10 4720 64.70 3.00 35.80 | 41.00
Own home (%) 94.40 86.40 89.70 88.70 87.30 95.20 | 90.00
Access to electricity (%) 64.60 68.90 33.60 36.30 71.30 41.70 | 52.00
Poverty (%) 69.00 53.00 84.50 68.00 33.00 64.00 | 63.00

Source: National institutes of statistics and census,
Central America.

ministries of agriculture, central banks and comptrollers” offices in
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agriculture can be twice or even three times
bigger than those of FA (Figure 23).

Figure 23. Yields of main FA crops in
Central America (tonnes per hectare)

Li L

El Salvador

® Maize FA
" Maize CA
Coffee FA
Coffee CA

Costa Rica Guatemala Honduras Nicaragua

Source: IICA estimates based on SICTA, FAOSTAT, ENA
and IHCAFE.

2.2.4. Constraints to market access

Most family farmers in Central America
do not participate in value chains and face
serious constraints in gaining direct access
to end consumers or to the food industry.
Consequently, they have no other option but to
sell their production at the farm gate. There are
many local intermediaries who buy production
on the farm, pay in cash and transport the
goods to market. Although family farmers
sacrifice a percentage of their earnings by
resorting to these agents, they avoid the costs
and risks associated with direct participation in
markets. The main constraints faced by family
farmers in trying to sell directly to agricultural
markets or establishing commercial relations
with the food industry are as follows:

e Lack of their own transport, which makes
it impossible for them to take their produc-
tion to markets or collection centers.

e Few family farmers comply with the health
and quality standards required by super-
market chains, restaurants, hotels, etc.

e The volume of production is insufficient
for institutional buyers.

e Family farmers hold few assets in their
name (one-third of family farmers do not
own the land they cultivate), so a high per-
centage are not creditworthy.

e The lack of credit and working capital pre-
vents them from accepting forms of pay-
ment other than cash. This often excludes
them from supplying agricultural busines-
ses and supermarket chains, which genera-
lly offer better prices but take 30 or 45 days

to pay.
2.2.5. Ageing in the rural milieu

Over the last 20 years, the rural population
has been affected by negative growth rates
(particularly in El Salvador and Panama),
while the average age of family farmers
has increased considerably. One of the
main challenges faced by FA is the need to
incorporate younger generations into its
ranks, since many young people are tempted
to migrate to cities (with some even venturing
abroad) because they regard agriculture as an
unattractive, poorly paid activity. Migration to
the city not only excludes the new generations
from agricultural and rural activities but also
reduces the productivity of agriculture, as
migrants are usually the people more likely to
have success in finding work in urban areas.
Migrants also tend to be better educated and
better equipped to take on new risks and cope
with new situations (ECLAC 2003).

2.2.6. Lack of intersectoral strategies with an
area-based approach

Although most Central American countries
have public policies for agriculture that include
FA (in some cases, it is even the key element),
all the policies in question are sectoral in
nature. No country in the region has yet
implemented a comprehensive, area-based
strategy to address the issue.
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El Salvador and Costa Rica have sectoral plans
for FA as part of their overall agricultural
policies. Panama, Guatemala and Honduras
include FA in their agriculture sector policies
and have developed tools designed to achieve
the objectives set. In the case of Nicaragua,
FA is included in the Sectoral Plan for Rural
Development.

In general, terms, the core components of
most public policies in the region prioritize the
following elements: domestic supply, linkages in
production chains, innovation, market access,
poverty eradication, institutional strengthening
and strategic partnerships within value chains.

The region is heterogeneous in terms of the
institutional capabilities and responsibilities
for FA. In Nicaragua, the General Directorate
of Family Agriculture of the Ministry for
the Family, Community, Cooperative and
Associative Economy assumed responsibility
for FA in mid-2012. Hitherto, the Ministry of
Agriculture and Forestry has been responsible.
In other Central American countries,
the ministries of agriculture have overall
responsibility for family agriculture, although
the precise institutional arrangement varies.
In Guatemala, it falls under the Deputy
Ministry of Food Security; and in Honduras
and Panama, under the Deputy Ministry of
Rural Development. El Salvador has made
FA a flagship project of the ministry that is
coordinated with the Office of the President;
while in Costa Rica, the implementation of
measures related to FA is the responsibility of
the Higher Directorate of Regional Operations
and Agricultural Extension, which is required
to coordinate its actions with representatives
of other agriculture sector institutions (see
Text Box 14 for further details on policies and
strategies implemented by each country).

Two trends are evident in the interventions or
programs used to support FA: in Guatemala
and El Salvador, the authorities select specific

municipalities for the implementation of actions;
while in Nicaragua, Costa Rica and Panama the
efforts encompass the whole country, but with
emphasis on the poorest areas.

Finally, = with regard to  monitoring
implementation and evaluating results, the
Central American nations have opted for
various processes. In Nicaragua and Honduras,
these tasks are carried out by the same ministries
responsible for executing the policies, whereas
in El Salvador and Costa Rica, the respective
sectoral policy offices carry out this function.
In all cases, it is clear that this process is carried
out on a sectoral basis.

Although significant progress has been made
—particularly since 2008- the region still has
much work to do in terms of designing and
implementing specific intersectoral tools and
strategies, including an area-based approach to
development to benefit this population.

2.3. Potencial
2.3.1. Potential to increase food production

Family agriculture (family-run farms and
those employing a few workers) accounts for
nearly 50% of the region’s total agricultural
production and in countries like Honduras and
Panama (Figure 24), for more than 56%. FA
also produces over 70% of the food consumed
in Central America (FAO 2012).

The use of agriculture sector policies to raise
yields in FA (mainly through innovation and
technology) would increase food availability
in a region where the domestic food supply
is still highly dependent on imports (see
Table 21). It would also reduce the influence
of external factors (such as increases in the
prices of agricultural inputs, price volatility,
trade negotiations, climate change, etc.) on
food availability in the region.
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Figure 24. Family farmers’ share of
agricultural production (2007).

Table 21. Dependence of the domestic
supply on the main crops produced by FA
in Central America (in percentages).

s Indicator Rice  Meat Beans Fruits Vegetables Maize
80%
o Costa Rica 21.71 2.18 | 7439 | 10.26 9.02 | 96.91
i El Salvador 83.53 943 | 4196 | 31.79 63.69 | 44.40
20% Guatemala 72.82 | 2072 | 13.13 3.16 2.59 | 30.00
% - - Honduras 7845 | 10.16 | 13.81 | 12.49 760 | 39.81
Gustemala E Salvador Honduras Nicaragua CostaRica Panama  Region
. i Nicaragua 20.64 2.09 2.32 8.41 65.96 | 22.82
Self- farmers with small number * Commercial farmers.
oremper= Panama 1626 | 550 | 51.89| 561 929 | 80.90

Source: Author’s estimates based on household surveys

and population censuses.

and COMTRADE 2013.

Source: IICA (CAESPA), based on data from FAOSTAT
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2.3.2. Potential to create new jobs

Household surveys suggest that family
farming accounts for over 64% of self-
employed agricultural workers. This may be
an underestimate, however, because the figure
does not take into account all unpaid family
members who work on the farm (because of
legal concerns, many of the people surveyed
report a smaller number of young people and
children employed in FA).

The role of FA as an employer is especially
important in the case of women, who have
limited access to employment in rural areas. In
fact, in recent years the percentage of women
heads of rural households in Central America

has risen, with women currently accounting
for one-quarter to one-third of the total
(ECLAC et al. 2012).> The increase in women
heads of agricultural households has a positive
impact on the use of family income, since
women tend to avoid using income for non-
basic household consumption.

3. In 2010, the percentage of rural households headed by women was 25.8% in Costa Rica,
30.3% in El Salvador, 25.9% in Hondnras, 23.2% in Nicaragna and 25% in Panama.
Although these proportions are lower in family farming housebolds, their numbers are grow-
ing, mainly due to migration.
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3. THE SITUATION IN EL CARIBBEAN

3.1. Characterization

In contrast to the agricultural expansion seen
in Latin America during the last decade, the
Caribbean has experienced a decline in its
agricultural trade balance and a decrease of
more than 50% in its share of world agricultural
exports (FAO 2010). The global context of food
price increases and volatility observed in recent
years has negatively affected the Caribbean
economies. With the exception of Belize and
Guyana, this subregion relies heavily on world
markets for its food supply, importing between
60% and 80% of its food needs. Such high
import levels create uncertainty in domestic
food prices, something that was very evident
during the food crisis of 2006-2008, when the
domestic prices of various commodities rose
by more than 300% in some countries of the
subregion.

This strong dependence on food imports
to satisty domestic demand threatens the
nutritional security of the population
in general, and of poor and vulnerable
households in particular. In recent years, the
Caribbean countries have also suffered the
effects of natural disasters, such as hurricanes
and the earthquake that hit Haiti in 2010,
which have had a big impact on infrastructure
and agricultural yields.

In their search for solutions to tackle this
situation, the Caribbean countries have
recognized the enormous potential of FA,
both for food production and for generating
agricultural employment and incomes for the
most vulnerable groups. Effective efforts to
support the development of this sector would
result in substantial improvements in food

4. The Agricultural Census carried ont in 2007 included the following countries: Jamaica,
Antigna and Barbuda, Grenada, St. Kitts and Nevis, St. Lucia, Trinidad and Tobago, St.
Vincent and the Grenadines and Dominica.

security and the mitigation of rural poverty,
contributing significantly to the sustainable
economic development of the subregion (FAO
2012).

3.1.1. Lack of information on FA in the Caribbean
makes it difficult to assess its true potential

Information on FA in this subregion is limited
and is not available in all countries. In general,
the data refers to the agricultural sector as a
whole, without differentiating the FA segment.
This has resulted in a high degree of ignorance
about the subsector, making it difficult to assess
its real contribution to economic development
and, therefore, complicating the design of
specific policies and programs, as well as the
quantification of its impacts.

The different definitions applied to a farm or
agricultural unit in the subregion constitute a
further obstacle. The basic requirements that
define an agricultural unit vary greatly from
one country to another, undoubtedly making
it more difficult to analyze information and
making it essential to create standardized
subregional databases.

Nevertheless, an assessment of FA in the
subregion has been prepared, based on an
analysis of the 2004-2007 Agricultural Census
conducted in eight Caribbean countries?
(Graham 2012). This study is currently the
most comprehensive and reliable source of
data for characterizing FA in the Caribbean.
However, no data is available on the specific
socioeconomic, productive and management
characteristics of small-scale producers. For
this reason, the study was complemented with
other analyses of the agricultural sector carried
out in the various countries of the subregion.
The study highlighted a number of facts about
small-scale agriculture that are detailed below.
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3.1.2. The characterization of FA in the
Caribbean reveals a heterogeneous sector and
increasing land fragmentation

Profile of a small farmer in the Caribbean.
The typical small-scale farmer in the Ca-
ribbean subregion is predominantly an in-
dividual between 41 and 54 years of age
who operates on two hectares or less and
includes landless farmers.” Farm size is a
determining factor in the heterogeneity of
small-scale agriculture, given the variety of
agricultural units (ranging from landless far-
mers to farmers owning up to five hectares)
and the varying capacity and potential of
their productive resources and their diffe-
rent agricultural practices.

In general, traditional production systems
are used. Production mainly involves food
crops and, to a lesser extent, the raising of
small ruminants or poultry farming, arti-
sanal fishing and small-scale aquaculture.
Some smallholders have expanded their
operations to include agro-tourism, produc-
tion of ornamental plants and, to a lesser
degree, agro-forestry activities.

FA accounts for the largest number of farms;
however, these are subject to progressive
fragmentation. In the countries studied,
89.6% of all farms less than 10 hectares in
size are small-scale operations, many with a
surface area as small as two hectares. These
plots make up 55.2% of the total agricultu-
ral surface area (Figure 25).

5. A farmer who does not meet the mininmm economic criteria to be counted in the agrieultural

census but who owns some animals roaming aronnd on land.

Figure 25. Percentage distribution of

farms under 10 hectares in the Caribbean

67% 7%

W < 2 Hectares
2 a 4.9 Hectares
B 5a 9.9 Hectares

Fuente: Graham 2012.

The number of farms measuring two hectares
or less varies from one country to another, as
does their degree of fragmentation. By way
of example, in Antigua and Barbuda, 45% of
farms are less than 0.5 hectares in size, while
in Trinidad and Tobago the figure is 21.8%
and in Saint Lucia, only 2%. Moreover, there
is another group of smallholders, classified as
‘landless,” who practice transhumance.

Land is mainly family-owned: around 56 %
of farms in the Caribbean are owned by
the holder, another 26% are family ow-
ned, 10% are rented and the remainder are
operated under various legal arrangements,
both on private and government land. The
information available reveals a significant
trend toward family ownership of small
farms (of less than two hectares in size in
St. Lucia and less than one hectare in Ja-
maica), showing that ever-smaller areas are
being used for agriculture, with the conse-
quent negative impact on the food security
of the countries concerned.

Farmers’ age structure is dominated by
middle-aged or elderly people. In a pattern
similar to that observed in Central Ameri-
ca, 71.2% of Caribbean farmers are over
40 years of age (Graham 2012); this age
group increased by 3.2% between 1999
(OECS/EDADU/FAO 1999) and 2010.
Although these studies do not specifically
refer to the FA sector, it is possible to con-
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clude that this age distribution is replicated
in this segment, given the high proportion
of smallholders among the subregional
farming population.

Women'’s share of farm ownership is low. In
the Caribbean, women are involved in agri-
cultural and livestock activities, especially
in growing and selling food crops. Although
women play varied and important roles in
small-scale agriculture, this segment is do-
minated by men, with no more than 30%
of farms owned by women (Graham 2012).
According to the information available,
Guyana has the lowest number of women
farm owners among the countries studied.
By contrast, in St. Lucia women owners in-
creased from 26 % to 30% during the 1996-
2007 period.

Agriculture’s contribution to incomes has
decreased. This has also happened in Cen-
tral America. Data on agricultural incomes
in the subregion is available for Antigua
and Barbuda and St. Lucia. Once again,
even though the data considers the farmer
population as a whole, it is reasonable to
assume that this situation is reflected in FA.

In St. Lucia, there was a clear decline in
the contribution of agricultural activities to
farmers’ incomes during the period 1996-
2007. Whereas the farming population
that generated less than 25 % of household
income from agricultural activities increa-
sed by more than 50% during that period,
the proportion of households that obtained
over 75% of their incomes from agricultu-
re declined. In Antigua and Barbuda, the
situation was similar, with 59% of agricul-
tural households generating less than 25%
of their income from agriculture and only
7% of farms claiming to earn more than
75% of their income from agriculture. This
pattern was particularly evident among
the most fragmented farms (0.0 to 0.25

80
70
60
50
40
30
20

ha), where nearly 70% of households ob-
tained less than 25% of their income from
agriculture (Figure 26); and even more
marked among young people aged 15-35,
with 88% earning less than 25% of their
income from agriculture.

Figure 26. Percentage distribution of
income from agriculture, by farm size

M| ess than 25%

25% - 50%
B50% - 75%

®More than 75%

¥ Failed to respond

0.01-0.5 0.06-1.0 1.1-2.0 2.1-5.0 5.1-10.0 0.0-0.01

Source: Graham 2012.

3.1.3. Productive characteristics of FA have not
changed significantly in recent decades

Products — FA produces a wide range of
food crops, particularly vegetables, fruits
(mango, pineapple, plantain, oranges) and
potatoes. Production has not changed signi-
ficantly over the years (Table 22). No infor-
mation on yields is available for those crops.

Production systems: most small-scale far-
mers use traditional agricultural systems,
such as crop rotation and intercropping, to
produce a wide range of food crops. A small
number of farmers practice organic agricul-
ture and monoculture. Some examples of
the species most frequently combined in
these production systems are as follows:

+ Crop rotation: carrots, green beans,
cabbage, dasheen, ginger, yams.
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Table 22. Main products grown by FF in the Caribbean, 1978-2012.

OECS Belize

1978

Belize
2012

Jamaica
2012

Cabbage Vegetables Pumpkin
Lettuce Sweet potato Papaya
Hot pepper Plantain Vegetables
Pumpkin Mango Pineapple
Tomato Oranges Dasheen
Watermelon Grapefruit QOil palm
Coconut Papaya Coconut
Maize Pineapple Peanuts
Beans Cocoa
Citrus Cashew

Mango Vegetables Vegetables
Avocado Sweet potato Sweet potato
Potato Plantain Potato
Sweet potato | Mango Apple
Carrot Pineapple Mango
Tomato Dasheen Oranges
Beans Pepper Watermelon
Vegetables Apple Plantain
Maize Pineapple
Squash
Coconut
Peanuts

Source: Graham 2012.

Carrots, green beans, cabbage, toma-
toes, sweet potato, yams.

+ Intercropping: green beans with maize,
yucca with pigeon peas and maize, plan-
tain with yams, plantain with peas and
pigeon peas, coffee with bananas, coffee
with forest trees.

+ Organic crops: vegetables, herbs, coffee
and cocoa. Small-scale farmers also use
other environmentally friendly practices,
such as composting and vermiculture.

+ Monoculture: smallholders who grow
a single crop are mostly linked to the
export market. The most common mo-
noculture crops are lemons, mangoes,
apples, pineapples, coconuts, avocadoes
and dasheen.

e Yields: most small farmers produce food
crops in open field. Productivity levels
tend to be low because most farms are
rainfed and located on marginal land
or hillsides, making production costs
higher. In order to overcome these
limitations, the subregion is gradually
adopting a number of modern and
environmentally sustainable practices

to improve long-term productivity.
For example, some small farmers have
developed innovative ways of storing
rainwater, though still in much smaller
quantities than those required. In
practice, small-scale farmers continue
to program their planting times to
minimize risks during drought periods.

3.1.4. The scale of backyard farming is unknown

With the exception of Antigua and Barbuda,
the census information does not include
data on backyard gardens, even though
the ministries of agriculture have tried to
promote and strengthen backyard farming in
order to increase domestic food production
and food security, with good results in some
countries. For example, the census in Antigua
and Barbuda revealed that around 40% of
the fruit trees grown in that country —mainly
citrus, mango and coconut- are found in
family gardens.

Given the subregion’s high levels of food
imports, it is essential to quantify backyard
farming in order to determine its specific
contribution to the different crops of each
country, and to support the design of programs
adapted to the sector’s development needs.
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3.1.5. Limited access to and use of modern
technologies in FA

Investment in technology and agricultural
infrastructure is very limited on small-scale
farms in the Caribbean. Many farmers apply
production and food distribution practices that
do not comply with required safety standards.
A large number of farmers use agrochemicals
to improve soil fertility, as well as pesticides
and antibiotics. Some have adopted sustainable
practices, such as integrated pest management
and micro-irrigation, while a growing number
of farmers use greenhouses, which have
become increasingly popular, particularly
among vegetable growers.

In general, small-scale farmers have access to
national training programs on good agricultural
practices (GAP), which are available in most
countries; however, the lack of infrastructure is
a major obstacle to compliance with protocols.

Stock raising is underdeveloped in the
subregion’s small farm sector. Production tends
to focus on small ruminants (pigs, goats and
sheep), with extensive practices but without
special management, adequate infrastructure or
recordkeeping. Some small farmers have modern
livestock facilities, as do many small-scale poultry
farmers, who often have contractual agreements
with large processing plants.

3.1.6. FA production is primarily directed at the
domestic market, with various methods of payment

¢ Most production is destined for local
markets. Small-scale farmers generally
sell their products at local or community
markets and peri-urban produce markets,
or else to supermarkets, hotels and res-
taurants. Some small farmers have adop-
ted technologies and practices that ensure
a reliable supply of fresh produce to do-
mestic markets (especially leaf vegetables,
tubers and fruits). However, large-scale
imports of fruits and vegetables, together
with the dominance of national super-

market chains and wholesalers, create

powerful competition for FA.

In an effort to consolidate certain mar-
ket niches, there has been a recent trend
towards the participation of small farmers
in value chains. This strategy is increasin-
gly popular among smallholder organiza-
tions and cooperation networks, but most
farmers are not yet benefiting from such
arrangements. In addition, several far-
mers’ associations have formed partners-
hips with luxury hotels and supermarkets,
which offer them preferential terms.

As to the external market, some farmers
have signed commercial agreements to
supply exporters with fresh produce, espe-
cially vegetables and tubers. Others conti-
nue to benefit from special provisions for
traditional exports (bananas and rice).

Payment methods vary. Small farmers
are involved in many different types of
payment arrangements, including cash
on delivery, farm gate sales and even pay-
ment by installments. This last form of pa-
yment is generally used by supermarkets
and hotels, although it is not always favo-
rable to farmers, as they are often expo-
sed to long delays before receipt of monies
owing. The more organized farmers have
been able to payment agreements.

Producers’ organizations are currently
under development in the Caribbean.
Although farmers’ organizations in the Ca-
ribbean are still weak, the leading subregio-
nal and national farmers’ associations are
working to improve production and mar-
keting. These organizations include:

e The Caribbean Farmers’ Association
Network (CaFAN). Represents around
500,000 small farmers in the subregion
across 12 countries. It provides support
services in areas such as production,
marketing, risk management, organiza-
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tional management and resource mobi-
lization, and facilitates participation in
forums of interest to small farmers.

e Windward Islands Farmers’ Asso-
ciation (WINFA). Seeks to promo-
te sustainable livelihoods for farmers
through fair trade and agro-proces-
sing, build capacities on global and
agricultural related issues, represent
small farmers in policymaking and
promote the mainstreaming of gender
issues in its programs.

e National farmers’ associations.
Most countries have strong farmers’
association networking, which helps
small farmers to market their produce,
e.g., the farmers’ associations of Gu-
yana, Trinidad and Tobago, Barbados
and Jamaica.

3.2. Main challenges in developing
the potential of FA

The literature points to a number of
constraints that hinder the development of
FA in the subregion (OECS 2012 and Graham
2012). However, most of them have not been
measured and existing studies do not describe
strategies to mitigate or overcome them.
Moreover, there is a lack of information on
subsistence agriculture. These challenges,
combined with the restrictions of poverty
and vulnerability inherent to FA, affect its
possibilities for development.

Given the high levels of food imports in
this subregion, it is essential to analyze and
characterize this sector, and conduct in-depth
studies on FA’s potential contribution to
national economies, poverty reduction and the
improvement of food security. In this context,
the main challenges that should be prioritized
in public policies and programs directed at FA
in the Caribbean are analyzed below.

Access to technology to improve yields
and productivity. One of the main re-
asons for the low yields in small-scale
agriculture is the limited or non-existent
access to new technologies and quality
inputs (FAO 2012). Given that the Ca-
ribbean is highly dependent on food im-
ports, efforts to improve the low yields of
FA should be a priority. The positive im-
pact of increasing yields will translate into
significant improvements in the region’s
food security. The challenge is to ensure
that research systems focus on the needs
of family farms and develop modern te-
chnologies suited to their production sys-
tems, in order to boost food production,
help improve the Caribbean population’s
food security and, in addition, reduce food
imports in the subregion.

Access to extension systems and
relevant training for the sector. Small-
scale farmers in the Caribbean have limited
access to technical assistance. In general,
extension services are designed for medium-
and large-scale farmers, and do not address
the needs of FA, which limits the training
opportunities for small farmers. Extension
systems should take into account the
specificities of FA and involve smallholders
in extension programs that disseminate
good practices relevant to their situation,
and preserve traditional techniques and
combine them with cutting-edge ones.

Access to information to support deci-
sion-making. The subregion has almost
no agricultural information systems that
could provide farmers with technological,
market and agro-climatic information to
support their decision-making. This situa-
tion is most critical in small-scale agricul-
ture. The challenge is to create informa-
tion systems that offer farmers timely data
relevant to their needs. One successful
example in the subregion is NAMDEVCO,
the National Agriculture and Marketing
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Development Enterprise of Trinidad and
Tobago, which provides farmers with cri-
tical information to support timely deci-
sion-making. In 2010, the system already
had 78,000 farmers registered. NAMDEV-
CO has shared this system with other Ca-
ribbean countries such as St. Lucia, Jamai-
ca and Guyana.

Given the subregion’s dependence on food
imports, farmers not only require infor-
mation about the prices of local products
but also need to know the international
prices of the main imported products, par-
ticularly if their production is aimed at
replacing those products or if it is linked
to exports. Having access to information
on prices and markets also enables small-

scale farmers to negotiate better prices and
sign contracts. It should be emphasized
that these databases require user-friendly
and accessible systems, ideally with onli-
ne mechanisms. These technologies are
non-existent in many rural areas of the
Caribbean.

Access to financing systems. Limited
access to agricultural credit is one of the
factors that most affects the development
of FA. This is reflected in low levels of in-
vestment in technology and agricultural
infrastructure in the sector. The supply of
financial services in the subregion is limi-
ted and agricultural credit banks have a
minimal role as loan providers to farmers
(7.7% of all loans). Smallholders are of
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the opinion that the agricultural develo-
pment banks operate within complicated
regulatory frameworks that do not meet
their needs, which translates into credit
products and quotas that are not suited to
their capacity to pay. The situation is fur-
ther aggravated by the banks’ loan gua-
rantee requirements, given that few far-
mers have land titles or other assets that
can serve as loan guarantees. These diffi-
culties force many producers, including
small farmers, to seek loans from com-
mercial banks, which tend to offer short-
term loans that are costlier.

In order to develop the FA sector,
financing systems must be adapted to the
needs of small farmers, with regulations
that facilitate their use. In the case of
subsistence agriculture, the challenge is
different: the idea is to facilitate access to
investment and working capital using non-
credit mechanisms, since the vulnerability
of these farmers makes it impossible for
them to pay back loans. The challenge,
therefore, is to design non-reimbursable
investment programs.

Access to farmland and water resour-
ces. Small-scale farmers face serious cons-
traints stemming from the shortage of land
and water. Many of them cultivate rainfed
plots. The census for Antigua and Barbuda
revealed that rainwater is the only sour-
ce of water for many small farmers, whi-
le in Saint Kitts and Nevis, 60% of farms
are located on rainfed plots. In Jamaica,
this figure is even higher, because most
farmland is located on hillsides. Due to
the lack of water for irrigation, the subre-
gion has had to adopt various innovative
ways of improving the irrigation systems
of small farmers; however, these are still
insufficient. Meeting the challenge of pro-
viding access to water is an urgent priority
for the entire FA sector, since it helps to
mitigate the effects of drought and poten-
tial reductions in yields and harvest losses.

With regard to agricultural land, most
family farms have poor quality soils that
offer only low productivity. The majority
of these farms are small in size and lack
irrigation systems. It is therefore necessary
to design policies aimed at improving ac-
cess to agricultural land markets for FA.
This challenge will not be easy to resolve,
given the structure of land tenure in the
Caribbean, where few plots have titles and
alternative land tenure systems continue
to exist. With squatting also a problem,
the subregional land market mostly ope-
rates in an informal manner (FAO 2012).
The pressure on land and water for a ran-
ge of non-agricultural purposes is another
factor that negatively affects FA’s access
to those resources. In the Caribbean, tou-
rism, property developers and the indus-
trial sector are the main competitors for
the use of water resources and quality
land, which directly affects food security.

Access to risk management
mechanisms for addressing potential
natural disasters and agricultural
theft. Nowadays, small-scale farmers are
continuously faced with potential losses
and risks due to climate and agricultural
theft. Climate events such as hurricanes,
irregular rainfall patterns and prolonged
droughts are becoming more frequent in
the subregion. Most small-scale producers
do not have the tools to mitigate these
risks, given the absence of agricultural
insurance or the lack of access to such
programs because of bank requirements. A
second major cause of losses is agricultural
theft. Although most countries have laws
that punish agricultural theft, in practice
they have not been effective. According to
CARICOM (2010), nearly 70% of farmers
have been victims of praedial larceny
(theft of crops or livestock). Smallholders
are more vulnerable to theft of their crops,
since they often live far away from the
farm and cannot afford security fences.
This situation calls for the development
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of comprehensive risk mitigation policies,
with a regulatory framework designed
to benefit small-scale farmers. However,
the debates under way in the subregion
suggest that their implementation will
require considerable public funding,
perhaps beyond the capacity of current
national budgets. Meanwhile, small
farmers continue operating under the
threat of losing part —and sometimes, all-
of their production, without having access
to effective tools to manage those risks.

e Creation of organizations and
partnerships. In most Caribbean
countries, associations representing small-
scale producers are weak and have limited
participation. The collective action of
this sector is essential to help overcome
problems related to small production
volumes, transaction costs and lack of
access to markets and credit, among
others. It is also necessary to encourage
partnerships with other actors involved in
the development of FA, in order to create
better and more sustainable conditions
for market access. Finally, the active
participation of these organizations in the
public-private sphere is a challenge and
would help to highlight the FA sector’s
needs and potential.

3.3. Agricultural policies

Policies and programs to improve food se-
curity and reduce poverty: a key objective
for the subregion in the coming years

In recent years, this subregion hasimplemented
a number of policies to address the problems

of food and nutritional security, improve
subsistence agriculture’s contribution to food
production and ensure that FA is included in
the countries’” development priorities. As a
result of these policies, a number of improved
measures have been adopted to tackle
constraints to the growth of agriculture and
competitiveness. The most important policies
include the following:

e Jagdeo Initiative (2007), aimed at promo-
ting agricultural competitiveness, facilita-
ting trade and rural prosperity, and stud-
ying land use and consumption patterns
throughout the region.

e Common Agricultural Policy (2010), which
addresses several issues of interest to small-
scale agriculture, including innovative cre-
dit systems, risk and disaster management,
agricultural research and extension servi-
ces, quality control and value chains.

e The OECS Regional Plan of Action for
Agriculture (2011) includes incentives
to support the development of the most
vulnerable rural populations. It contains
guidelines for subregional agro-tourism
and early warning systems to respond to
climatic events in rural communities, etc.

e Food and Nutrition Policy and Regional
Action Plan (2011), aimed at strengthe-
ning production systems and improving
policymaking and program management
to address the main threats to food securi-
ty and guarantee the food supply.

As a complement, some Caribbean countries
have taken steps that reflect their commitment to
improve food security and increase agricultural
output. For example, Trinidad and Tobago has
modified the Ministry of Agriculture’s sphere
of action, transforming it into the new Ministry
of Food Production, which implements a State
agricultural policy (Text Box 18).
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in the countryside, including the implementation
of comprehensive programs for young rural
entrepreneurs, mechanisms to provide access
to land, capital and farm insurance, and training
in production and management aspects of

4. THE SITUATION IN SOUTH AMERICA

4.1. Characterization
4.1.1. Access to production resources

Access to land varies from one country to
another, ranging from 7% in Paraguay to
approximately 57% in Colombia. Within this
heterogeneity, the countries can be divided
into two large groups: in the first (Paraguay,
Uruguay, Argentina and Brazil), FA accounts
for less than one-quarter of farmland; in the
second (Ecuador, Chile and Colombia), the
FA sector controls around half or more of
agricultural land.

Average farm size per producer also varies
greatly from one country to another (from
3 hectares in Colombia to 142 hectares in
Argentina). The most common average farm
size is around 10-20 hectares.

The analysis of access to water resources is
much more difficult. Indeed, although it is
highly likely that there are major gaps in access
to water for irrigation to the detriment of FA
—gaps that are widening due to climate change
and an evident loss of water resources across
the globe- this aspect has not been thoroughly
documented and quantified. Despite the
fact that most agricultural censuses include
variables related to irrigation (e.g. irrigated
area, water sources, water rights system,
irrigation techniques), these seldom include a
breakdown for family farmers. However, there
is some specific data for Chile (which would be

agriculture. The idea is to complement these
programs with comprehensive and participatory
policies that address the many needs of rural
youth, with a positive bias toward the most
vulnerable young people.

particularly interesting to complete with data
from other countries), where 41% of family
farms have access to irrigation, compared with
70% of medium and large-scale agricultural
units (INDAP-Qualitas Agroconsultores 2009).

4.1.2. FA’s contribution to food production

As mentioned previously, in all LAC countries
FA is a major contributor to the production
of different commodities, particularly basic
grains, tubers, meat and milk (Table 23).

4.1.3. Social characteristics

e Gender: growing importance of
women’s contribution in the countrysi-
de and in agriculture. The proportion of
heads of farm households in LAC who are
women varies from country to country,
ranging from 8% to 30%, with an average
of just over 16%. These figures reflect two
trends that need to be highlighted. First,
the proportion of women is always higher
on smaller farms, that is, on family-run
subsistence farms. Second, the average
size of their farms is always significantly
smaller than that of those run by men.
The census information shows that the
proportion of women heads of household
is much higher in the case of smaller farms
(generally those under one hectare) than
the national average: the difference is at
least 10% to 15% (Ecuador, Paraguay and
Brazil) and over 20% in the case of Chile.

This pattern is confirmed by other studies
on small-scale agriculture: in Argentina,
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the average proportion of farms headed by
women is 12%, but the figure for the least
capitalized stratum of small-scale agricul-
ture is 62% (DDA et al. 2007, in Obscha-
tko et al. 2007). In Uruguay, 18% of heads
of farming households are women, while
in small-scale agriculture they represent
32% of the total (MGAP et al. 2013). In
Brazil, women heads of household accou-

Paraguay, the number of farms headed by
women increased by 9 and 13 percenta-
ge points, respectively, between the 1990s
and the decade of the 2000s.

Several authors view the mass integration
of rural women into the workplace —in all
job categories— as a response to the globa-
lization and liberalization of the economy.

nt for 13.7% of FA farmers and less than
7% of farmers in the rest of the agricultu-
ral sector (IBGE 2009).

This development has affected the most
vulnerable sectors, which have fewer links
to markets and lower levels of education.
The increase in the number of women in-
volved in farming could be part of a new
trend in family survival strategies. Whe-
reas entire families previously migrated
to urban areas, it could be that men are
migrating to the cities to seek work while

The regional trend toward the feminiza-
tion of the rural milieu over the last decade
is also reflected in the number of women
farmers. Some inter-census comparisons
show that in countries such as Chile and

Table 23. Contribution of FA to the production of different commodities in selected
Latin American countries (percentage of production)

Argentina Bolivia Brazil Chile Colombia Ecuador Paraguay  Uruguay
(a) (d) (b) (<) (d) (d) (a) (a)
Crop
Rice 70 34
Bananas 93
Coffee 38
Sugarcane 53
Annual crops 44 30
Beans 70 94
Fruit trees 23 38
Vegetables 45 54 (onion) 85 | (tomato) 97 80
Maize 70 46 70
Potatoes (nearly) 100 64
Wine 29 27
Yucca (nearly) 100 87 94
Livestock
Beef cattle 26 54
Sheep 25 42 83
25

Goats 82 94
Porcino 64 59 12 80
Milk 33 40 58 55 27

Source: (a) REAF 2010. (b) Instituto Brazileiro de Geografia e Estatistica 2009.
2009. (d) Schejtman 2008.

(c) INDAP-Qualitas Agroconsultores
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the women remain behind to manage the
farm. However, there are probably several
explanations for this phenomenon: it may
also be influenced by the desexualization
of labor, which, on an objective level, is fa-
cilitated by the growing mechanization of
production processes and, on a subjective
level, by the cultural changes occurring in
societies.

High concentration of ethnic popula-
tions. Quantitative data confirms that in-
digenous or native groups usually accou-
nt for the majority of subsistence family
farmers. In Ecuador, for example, 25% of
farms with less than five hectares of land
are headed by indigenous people, whe-
reas only 14% run farms of other sizes.
In Chile, the pattern is similar: indigenous
people operate 23% and 3% of the subsis-
tence family farms and consolidated farms,
respectively, versus 1% of medium-sized
and large farms (INDAP-Qualitas Agro-
consultores 2009). This pattern is proba-
bly repeated in other countries with large
indigenous populations, such as Bolivia
and Peru, where the indigenous popula-
tion accounts for 43% and 73% of rural
dwellers, respectively.

In several LAC countries, indigenous com-
munities have become increasingly vulne-
rable as a result of megaprojects for the
building of roads, production facilities and
energy infrastructure. Such projects have
led to the displacement of entire commu-
nities from their territories, even though
they often have title to the land and their
ownership is recognized by the State.

Ageing heads of farms. As in other su-
bregions, the average age of heads of farm
households is approximately 55, with a
fairly homogeneous distribution in FA.
Despite the limited information available,
it is fair to assume that the slow process
of generational change implies the ageing
of the heads of farm households. In Chile,

for example, the average age of heads of
family farm households increased from 55
to 58 between 1997 and 2007.

4.2. Constraints and challenges
4.2.1. Technological level

In general, FA yields are estimated to be 30%-
50% lower than those obtained in mechanized
agriculture. In Paraguay, for example, 87% of
small-scale sugarcane producers report yields
of less than 60 tonnes/ha, while large-scale,
mechanized producers can exceed 100 tonnes/
ha; similarly, 94% of small-scale cassava
producers obtain yields of less than 13 tonnes/
ha, whereas some large producers can achieve
more than 30 tonnes/ha by simply using
better crop management practices (Gattini
2011). However, while some comparative
studies have been conducted on yields and
technology levels in specific areas and projects,
few studies systematize this information at the
regional and national levels. This gap makes
it difficult to specify and accurately assess the
technological status of FA.

4.2.2. Market access

Another major problem faced by FA is its
precarious integration into markets. In Chile,
for example, only 11,700 out of the 255,000
farms that comprise this segment are exporters
(5% of the total), 22,600 sell to agroindustry
(9% of the segment) and 7,900 are involved in
contract agriculture (3% of the total) (INDAP-
Qualitas Agroconsultores 2009).

One traditional way of addressing this
obstacle and improving market access has
been to create producers’ organizations,
especially cooperatives. However, new
approaches have recently emerged to
improve the marketing of FA products. One
of these aims to link family farms with agro-
processors that are already integrated into
the market, converting family farmers into
suppliers of raw materials for agroindustry.
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Examples of the production chain model
include the productive alliances implemented
by INDAP in Chile (82 projects in 2011, with
4400 families) and the Ministry of Agriculture
and Rural Development in Colombia (127
projects in 2011, with 7188 families). Both
focus on providing technical assistance to
small-scale suppliers.

Another emerging trend are so-called ‘short
circuits,” a form of commerce based on direct
sales of fresh or seasonal products, with little
or no intermediation between family farmers
and consumers. ‘Short circuits” bring farmers
and consumers together and promote human
interaction. The fact that the produce is not
transported over long distances or packaged
means that the environmental impact is
minimal. The boom in ‘short circuits” is due
basically to growing demand from consumers
who want local, authentic, healthy and
seasonal produce. At the same time, family
farmers are trying to generate greater value
from their production by making savings in
other links of the chain (transport, packaging,
others) and create value based on non-material
assets (brands, culture, regional/local roots,
authenticity, social ties).

‘Short circuits” are an emerging trend in LAC,
evident mainly in the establishment of bio-
fairs and ecological or organic markets, such
as those in Loja and Cuenca in Ecuador or
Red Ecovida in Brazil. There are also a number
successful experiences among small-scale
producers who supply food to supermarkets
in Chile (for example, Walmart) and in
Colombia (e.g., Proyecto Semilla in Narino). In
the area of public-sector food purchases, there
are programs in Ecuador and Peru, although
the most emblematic example is Brazil’s Zero
Hunger Program. This program purchases FA
food products to supply the country’s public
schools, in compliance with a law that requires
public schools to purchase at least 30% of their
food for school meals directly from FA or related
organizations (cooperatives, agro-industries).
In Peru, privately operated businesses such

as the Alianza Cocinero-Productor (Cook-
Producer Alliance), promoted by the Peruvian
Gastronomy Association, are also important
for FA producers.

4.3. Public policies
4.3.1. The needs of producers’ organizations

In response to demands from family farmers’
organizations for the implementation of spe-
cific public policies for the FA sector, in 2004
the Specialized Meeting on Family Farming
(REAF) was set up under the aegis of MER-
COSUR. The REAF brings together the leading
FA organizations of Argentina, Bolivia, Brazil,
Chile, Paraguay and Uruguay.

The REAF’s actions are based on the
principle of solidarity and seek to maximize
the complementarity of the FA sector by
systematizing information, analyzing specific
opportunities and discussing the results
obtained in each country and in MERCOSUR as
a whole. The idea is to build consensus in order
to make recommendations and design actions
and programs with political and technical
support. The basic objectives are to strengthen
publicpolicies for family farmersin MERCOSUR
and facilitate trade in FA production, based on
principles of solidarity and complementarity,
seeking to reduce asymmetries and promote the
region’s development. The REAF has emerged
as a forum for political dialogue between
governments and organizations that represent
FA in MERCOSUR, with the aim of building
consensus, designing and implementing
differentiated policies to reduce asymmetries,
guaranteeing food and nutritional security,
overcoming poverty and social exclusion,
and fostering a new pattern of socioeconomic
development (see Text Box 20).

4.3.2. Response by governments
Governments have recognized the importance

of implementing specific public programs for
the FA sector. The FF population (Table 24)
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and its economic contributions (Table 22) have
been defined using different instruments:

PROINDER in Argentina. The Small
Farmer Development Project was created
in 1998 to improve the living standards
of 40,000 poor rural farming families and
temporary agricultural laborers through
the funding of projects involving agricul-
tural production or related activities, and
to improve institutional capabilities at the
national, provincial and local levels for
the design and implementation of rural
development policies. The second stage of
this project was launched in 2007, incor-
porating a further 22,000 farming fami-
lies. This phase was financed by the World
Bank, through the International Bank for
Reconstruction and Development (IBRD)
and was implemented by the Secretariat
of Agriculture, Livestock, Fisheries and
Food (SAGPyA) in the country’s 23 pro-
vinces, using a decentralized approach.
The Socioeconomic Inclusion in Rural
Areas Project is currently being formula-
ted with the aim of expanding the actions
of PROINDER.

Agro Rural in Peru. The Rural Agricul-
tural Production Development Program
was established in 2008 as the Executing
Unit of the Under-ministry of Agricultu-
re of MINAG. This new program emerged
from the fusion of a number of pre-exis-
ting programs such as PRONAMACHCS,
PROABONOS, PROSAAMER, MARE-
NAAS, ALIADOS, the Puno Cuzco Corri-
dor, the Sierra Norte Project and the Sie-
rra Sur Project. Initially, it encompassed
around 1000 rural districts of Peru, with
200 offices and sub-offices located in 20
departments. In 2012, the initiative bene-
fited 158,032 smallholder families in poor
rural areas, addressing issues such as wa-
ter management, credit, insurance, fores-
tation and the implementation of business
and marketing plans.

The National

in Brazil.
Program to Strengthen Family Farming
was launched in 1995 by the Institute
of Colonization and Agrarian Reform
(INCRA), and transferred to the newly
created Ministry of Agrarian Development

PRONAF

(MDA) in 2000. PRONAF’s policies
specifically target the most vulnerable
sectors and include subsidized credit,
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extension services and training, as well
as infrastructure to support economic
activities, add value to primary production
and support marketing (through financing
and access to price guarantee programs).
PRONAF  currently offers climate
insurance and is also linked to the Food
Purchase Program that promotes the
purchase of FA products by various public-
sector institutions (schools and others).
During the second half of the 2000s,
PRONAF supported the social inclusion
of over 600,000 family farmers per year.
The volume of program resources also
increased significantly: between the 2002-
2003 and 2005-2006 farming seasons the
amount rose from USD 816 million to
USD 3253 million.

INDAP in Chile. The Agricultural Deve-
lopment Institute (INDAP) in Chile, esta-
blished in 1962 and part of the Ministry of
Agriculture, is responsible for promoting
and supporting the productive and sustai-
nable development of FA. INDAP offers a
credit program, agricultural insurance and
has various technical assistance programs
(including technical services, PRODESAL,
production partnerships and development
programs in indigenous territories). It also
has programs to promote irrigation (Law
18,450), investment (PDI), rural tourism
and soil rehabilitation (SIRD), among other
lines of action. In 2013, this institution ser-
ved 135,000 producers, with an annual
budget of approximately USD 420 million.

The General Directorate of Rural De-
velopment (DGDR) in Uruguay. The
DGDR, a unit of the Ministry of Livestock,
Agriculture and Fisheries (MGAP), is res-

ponsible for coordinating and promoting
the design and implementation of a deve-
lopment strategy for FA. It coordinates the
Uruguay Rural Project (PUR), which has
provided technical assistance and support
for micro-capitalization to over 3000 bene-
ficiaries, through 50 rural extension pro-
jects and 120 field officers who work along-
side organized producers. This department
also coordinates the Responsible Produc-
tion Project (PPR), which has implemen-
ted 2380 projects on natural resources and
biodiversity management and 635 drought
prevention projects, with 150 field officers
contracted on a part-time basis. Finally, the
DGDR coordinates the Livestock Program,
whose team of 18 technical officers has
trained more than 3000 beneficiaries in as-
pects of animal health and traceability.

In addition, the General Farm Directora-
te (DIGEGRA) is tasked with supporting
small farm production (vegetables, fruit,
wine, flowers and small livestock). It was
established in 2007 to replace the National
Farm Board (JUNAGRA) as the body res-
ponsible for implementing development
programs in this sector. For its part, the
Farm Reconstruction and Development
Fund (FRFG) provides reimbursable and
non-reimbursable funds for training acti-
vities for technical officers and producers
and offers technical assistance for business
plans linked to agro-processing chains.

Most of these programs have differentiated
policies for specific segments of FA that
recognize the essential distinction between
subsistence  agriculture and small-scale
commercial agriculture. This distinction aside,
the technical issues addressed in each segment
are more or less the same, though the tools and
methods employed may vary.
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Table 24. Operational definition of FA in some countries of the region.

Country Legal framework or study Definition
Family agriculture is defined as follows:
» The producer works directly on the farm.
Argentina Study, PROINDER-IICA 2007 + Does not employ non-family remunerated labor on a permanent basis.
« Establishes a ceiling for farm size and capital by region.
Excludes limited companies/corporations.
A family farmer is defined as someone who carries out agricultural activities in:
t(—ajx };‘g?g (()?g(())?)] aamvglr:iﬁs;y * An area no larger than fOL_Jr fiscal modules, under any title, (agrarian unit for each
. htp://www plalnalto gov region Qf the country). A fiscal module ranges from 5 hectares to 110 hectares,
Brazil br/c.civil 03'/ At020.O4—' dependmg on the area aqd factorg such as soil cpndlt!oln's, gradlgnt and access. _
2006/2006_/Lei/ﬁ1326 him . Predomlna_mtly uses_famlly lab_o_r in the economic activities of his fa_rm or enterprise.
’ « Farm earnings contribute a minimum to the family income (modification in 2011).
» Operates his farm or business with his family.
A family farm unit (FFU) is defined as:
The basic unit for agricultural, livestock, aquaculture and forestry production, whose
size, depending on the agro-ecological conditions of the area and using appropriate
technology, allows the family to receive a return for its work and obtain surplus capital
Law 160 of 1994 National that contributgs to the formation of its assets. The operatio_n of the FFU shall not
Colombia System of Agrarian Rleform and normally require more than the yvork of the owner and his/her famﬂy, although
Rural Development external labor may be employed if the pature‘ofAthe farm so requires. ThAe Board
of Directors shall establish methodological criteria for determining the size of a
FFU, dividing the country into relatively homogeneous zones; the mechanisms for
evaluation, review and periodic adjustments, when significant changes occur that
affect the conditions of the farm; and the maximum value of a FFU that may be
purchased under this law, calculated in minimum monthly salaries.
Organic Law of the Agricultural This law defines family farmers as those who: o ‘
_ Developrment Insitute No « Farm an area smaller than 12 hectares of basic irigation (standan_j unit of area).
Chile 18910, amended by ' * Have assets valued at less than 3500 development units (approximately USD 170,000).
Law ]’9213 » Obtain ‘thelr income mainly from farming.
» Work directly on the land, under any tenure system.
FA is defined as follows:
» The family home must be located on the farm or in a nearby community.
Law 2419 of the National Institute | ° The farm §ize for FA'is 50 he_zctares in jthe Region Orienta‘l and 500 hectqres in the
Paraguay for Rural Development and Land Region Oc_odente_]l. The deflnl_tlon established by the REAF is under discussion.
« The family provides the basic labor force for the farm.
« Hired labor is limited to 20 temporary workers hired during specific periods of the
production cycle.
Family production is defined as:
Official Resolution for the . Wprk is ;arrigd out with a maxi’mum of two permanent paid workers, or the
defirition of family production equlvalt_ent in daily wages (500 days wages per year). .
Uruguay of the Ministry of Livestock, « Farm is no more than 500 hectares in size (CONEAT 100 index), under any form
Agriculture and Fisheries of tenure. . . . o .
(2008). « Main income is obtained from working on farm, or working time is mainly devoted

to the farm.
« Family lives on the farm or no further than 50 km away.

Source: IICA, based on FAO 2012.
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5. PoLICY RECOMMENDATIONS

Many countries in the region have undoubtedly
takenimportant stepsin creating conditions that
will favor FA and have realized the enormous
potential the sector has for eradicating poverty
and hunger. The challenges that these countries
must face in the near future could be eased to
some extent by implementing the following
policy recommendations:

Generate information in order to characterize
FA and design relevant and effective policies

With few exceptions, the lack of information
on small-scale agriculture is one of the main
obstacles to assessing the sector’s true potential
in the region. It is essential to have objective
and continuous records that demonstrate FA’s
potential contribution to national economies,
poverty reduction and the improvement of
food security. Countries must work together
to create information systems (e.g., farmers’

registers and agricultural censuses) that enable
them to characterize FA, as soon as possible, in
order to define typologies of producers, their
main needs and gaps in competitiveness. This
will make it possible to measure economic
and social aspects, and design agricultural
policies and development actions suited to the
characteristics and needs of this sector.

Build an institutional framework for the deve-
lopment of subsistence FA

In view of the specific characteristics of FA
and in order to make a greater impact on
the sector, the countries should create or
consolidate a specific institutional framework
(public policies, institutions and programs)
that contemplates the sector’s socioeconomic
and agro-ecological heterogeneity. Several
LAC countries are already building this type of
institutional platform, which has helped to
overcome the asymmetries that affect the
functioning of this segment. Implementation of
such a platform calls for the following actions:
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Design of a differentiated policy for
each segment of producers. Creating di-
fferentiated policies requires calls for ditfe-
rent approaches, depending on the situa-
tion in each country and in each segment
of producers (IICA 2012). This will make it
possible to distinguish between the needs
of the poorest strata and groups of small-
scale producers that already have links
with markets. While the former mainly re-
quire support to obtain work in rural areas,
improve household consumption and con-
tribute to their family’s food security, the

latter need improved access to land and
credit, access to markets and technology,
and the promotion of associativity. Incor-
porating this diversity into the design of
policies and programs is crucial.

The area-based approach as a key ele-
ment in the implementation of poli-
cies. Designing differentiated and flexible
policies and programs calls for a local or
area-based approach (enfoque territorial), in
which development strategies are adapted
to the socio-productive characteristics and
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infrastructure existing in each place tar-
geted. Governments should progressively
adopt this approach when planning deve-
lopment strategies for FA, a challenge that
is even more complex in countries with a
centralized system, as is the case in most
countries of the subregion. Applying an
area-based approach will particularly be-
nefit the subsistence sector, given its limi-
ted potential for agricultural development.

¢ Complement policies with specific
institutional designs for FA. Countries
should establish institutional frameworks
suited to the development needs of small-
scale agriculture, with human and budget
resources that are consistent with the cha-
llenges facing this sector, as well as evalua-
tion and feedback systems for measuring re-
sults. A number of successful experiences in
the region could serve as examples for the
establishment of institutions and programs
relevant to the situation in the Caribbean.

Organize the development of agricultural
production as a component of rural
development, adopting multi-sectoral strategies

The development of FA calls for sector-
specific policies and programs, but this is not
enough. In LAC, the challenge is complex.
Different types of problems must be addressed,
many of which are beyond the scope of
agricultural institutions (ECLAC et al. 2012).
A comprehensive State vision is needed
for the development and coordination of
intersectoral policies and strategies for the
development of agriculture, incorporating
those designed by other sectors that affect the
development of FA. Therefore, the strategies
devised must include infrastructure and social
investment initiatives that effectively support
policies and programs for the development of
agricultural production. Off-farm productive
investments (road works, irrigation systems,
electrification, telecommunications, etc.) and
social investments (schools, hospitals, housing

and others) are crucial to improve the socio-
productive situation of rural households and
the social integration of small-scale farmers.

Training and retaining the next generation

To encourage young people to remain in the
countryside, governments must offer them
living conditions similar to those found in the
areas to which they migrate. Comprehensive
efforts are therefore needed to improve rural
public goods, such as the construction of
schools, hospitals, roads and housing, as key
factors to encourage young people to make
plans for a life in the countryside. This must
be accompanied by policies that specifically
target rural youth and are primarily aimed at
enhancing their performance and improving
the sustainability of their farms. Of particular
importance are policies that improve access to
land, infrastructure and credit, and strategies
for promoting access to, and the use of ICT, in
agriculture. These will help to encourage young
people to become involved in agriculture
and facilitate information management for
decision-making.

Reorienting innovation systems for FA

Innovation and technology systems will not
have a positive impact on the constraints faced
by FA as long as national innovation systems
continue to adopt the ‘supply-side technology’
approach. This approach must be reoriented
toward the development of innovation systems
with the active involvement of family farmers,
based on the sector’s real and specific needs, to
ensure that innovation systems are relevant to
the development of FA.

Creating an environment that stimulates
innovation will require strategies ranging from
training human resources in new approaches
to technological and institutional development
and innovation, to promoting interactions
among all actors within a production chain
and a territory.
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An innovation system for FA must be based on
knowledge management and the exchange of
traditional know-how, along with appropriate
connections with modern technology. It
is important to emphasize that innovation
systems for FA must acknowledge the role
played by the market in guiding agricultural
innovation and include this as a criterion for
evaluating their impact.

Adapting FA to climate change, an action that
is vital to ensure the sector’s continuity

Climate changeis expected to have amajorimpact
on the region’s agriculture, and its effects will
potentially be accentuated in Central America
and the Caribbean. Several countries have
already implemented systems for managing and
adapting to climate change; however, these have
primarily focused on urban areas. It is essential
to strengthen these policies by designing specific
measures to enable FA to adapt to new climate
scenarios. It is also vital that countries focus their
efforts on agricultural R&D and innovation, in
order to develop new production systems and
species resistant to difficult climatic conditions,
and promote the sustainable use of natural
resources and the use of early warning systems
for climate-related threats.

Strengthening associativity and partnerships:
the key to improving integration into markets

Promoting the effective participation of family
farmers in value chains would ensure greater
recognition by the market of their products’
value added, and increase their income from
the sale of their produce. Strengthening
associativity among the actors involved in FA
would create economies of scale that would
not only reduce the costs of directly accessing
markets, but also improve the management of
their enterprises. To accomplish this goal, it is
vital to design new policy tools with the active
participation of the public and private sectors,
thereby strengthening organizational and
marketing capabilities in the areas where FA
is concentrated. It is also essential to identify

and assess new market niches that are willing
and able to buy FA products, in order to
subsequently develop production and business
management skills among groups of farmers.

Another vital element for linking farmers to
markets is the close coordination of public and
private actors, in order to improve and develop
inclusive marketing services and tools, such as
the public and institutional food purchasing
programs, contract agriculture, commodity
exchanges, local markets, farmers’ fairs and
other types of ‘short circuits.’

6. CoNCLUSIONS

e A review of the situation in the three su-
bregions of LAC confirms that FA is the
predominant type of agriculture in all the
countries of the region. The continued
existence of FA as a unique type of eco-
nomic activity that co-exists with medium-
and large-scale commercial agricultural
enterprises is a universal feature. There are
many similarities between countries and,
therefore, many lessons to be learned.

e FA is one the economic activities with the
greatest potential for improving food securi-
ty and sovereignty, generating employment
and reducing poverty. However, its contri-
butions have long been undervalued by go-
vernments and society. The fact that the UN
has declared 2014 the International Year of
Family Farming should help position the
sector as a priority for LAC governments.

¢ Developing the potential of FA necessarily
entails commitments by governments to
establish a specific institutional framework
for the sector, in order to promote its sus-
tainable development. This calls for the
gathering of information on the sector to
support the design of policy tools geared to
farmers’ needs. Effective ‘customized’ tools
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can only be developed with the active par-
ticipation of family farmers in their design
and implementation.

The institutional framework must be suffi-
ciently solid to ensure that it accomplishes its
purpose; i.e., it must have, at least, sufficient
human and financial resources, evaluation
and feedback systems and long-term and di-
fferentiated policies for each segment. Several
LAC countries already have specific institu-
tions for the FA sector, which are mainly un-
der the responsibility of the agriculture port-
folio, with dissimilar results. In this regard,
the sharing of experiences and the replication
of good practices are actions that could usefu-
lly be implemented in the short term.

Policies should be applied in the context of
rural area-based development processes.
This calls for the design and implementa-
tion of intersectoral strategies and actions
that produce synergies for the advancement
of FA and, therefore, make public adminis-
tration more effective in local communities.
The structural features of FA call for mul-
tidimensional strategies, in which agricul-
tural policies are complemented with the
inclusion of extra-sectoral public policies.
Together, these can improve the quality
of life of rural inhabitants. It will be up to
governments to implement such strate-
gies, which will determine the future of the
region’s FA and the opportunities for over-
coming the hunger and poverty that have
affected some territories in recent decades.

In many countries, it is clear that the mi-
gration of young people to areas that offer
better opportunities poses a major risk to
the continuation of FA. The sustainabili-
ty of FA production systems depends on
young people remaining in rural areas, so
governments must design comprehensive
strategies to encourage young people and
their families to make agriculture their li-
velihood. Given the ageing and declining

rural population in the region, the next ge-
neration of family farmers will have little
incentive to continue to work in the sector
unless immediate actions are taken.

In much of the region, income from non-
agricultural activities has become an in-
creasingly important part of the family
farmers’ economy during the last decade,
underscoring the fragility of their produc-
tion systems, especially those of the most
vulnerable segments. This could result in
the progressive abandonment of agricul-
tural production activities, with the conse-
quent risk to food security.

FA is highly developed in some Southern
Cone countries, largely because their go-
vernments have recognized its value and
have adopted differentiated policies and
established a specific institutional fra-
mework for the sector. More specifically,
the creation of the Specialized Meeting on
Family Farming (REAF) offers a unique
mechanism for public-private dialogue in
the Southern Cone, with a methodology
that could be replicated in other countries.

Throughout the region, limited access
to land and water resources is one of the
main obstacles hindering the sustainable
development of FA. Many LAC countries
still do not have policies or measures to
facilitate access to land for family farmers.
Overcoming the inequalities that afflict FA
is a pressing challenge for the countries.
Without production resources, there is no
agriculture.

Although associativity offers advantages for
promoting the sector’s participation in va-
rious institutions of interest and helps to
address the challenges of market insertion
and business management more effectively,
this has not been a priority for many gover-
nments in LAC. However, countries that
have supported associativity have unders-
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tood the benefits of having organizations
that are strengthened by seeing their needs
met. The situation of FA in the region re-
flects the need for this measure, which cou-
ntries should implement in the short term.

Market integration is unquestionably one
of the main challenges that must be addres-
sed for FA to develop as required. Some
countries have worked to overcome or mi-
tigate market asymmetries and inequities
that negatively affect the sector. For exam-
ple, Brazil has incorporated family agricul-
ture into the market through the public
food-purchasing program. This strategy of
including FA as a supplier of food programs
is a good practice that should be replicated
in the region.

In recent years, groups of countries have
been working together for the develop-
ment of FA —the MERCOSUR countries
through the REAF, for example. This ap-
proach, which has been widely endorsed,
fosters greater participation and dialogue
among family farmers. In the near future,
other joint actions may be undertaken by
countries to build capacity and open mar-
kets to benefit the sector. This task poses a
number of challenges: improving produc-
tivity, overcoming problems of quality and
safety, establishing specific protocols, crea-
ting product differentiation seals, brands,
etc., all of which could undoubtedly be ad-
dressed by the countries working together.
The pooling of efforts would contribute to
the development of a solid FA sector in La-
tin America, and more just and equitable
societies with higher levels of well-being.
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Table A1. Global growth projections
Annual rate of GDP growth, in real terms, by country group

_
Countries
2010 2011 2012 2013 2014
52 39 3.1 3.1 3.8

World

Advanced economies 3.0 1.7 1.2 1.2 2.1
United States 2.4 1.8 22 1.7 2.7
Euro Zone 2.0 1.5 -0.6 -0.6 0.9
Emerging economies 7.6 6.2 4.9 5.0 5.4
China 10.4 9.3 7.8 7.8 7.7
Latin America & the Caribbean 6.1 4.6 3.0 3.0 3.4

.
Countries
World 4.0 2.8 2.3 2.2 3.0
World (PPP /a) 5.1 3.8 2.9 3.1 3.8
Advanced economies 2.9 1.7 1.3 1.2 2.0
United States 2.4 1.8 22 2.0 2.8
Euro Zone 2.0 1.5 -0.5 -0.6 0.9
Developing countries 75 6.0 5.0 5.1 5.6
China 10.4 9.3 7.8 77 8.0
Latin America & the Caribbean 5.9 4.4 3.0 33 3.9
.
Countries

World 4.0 2.8 2.3 2.3 3.1
Advanced economies 2.6 1.4 1.2 1.0 2.0
United States 2.4 1.8 2.2 1.9 2.6
Euro Zone 2.1 1.4 -0.6 -0.4 1.1
Developing countries 7.7 5.8 4.6 5.0 5.4
China 10.3 9.2 7.8 7.8 7.7
Latin America & the Caribbean 6.0 43 3.0 3.6 4.2

/a Purchasing power parity

Source:

IMF, World Economic Outlook Abril 2013 and Update July 2013

World Bank, Global Economic Prospects June 2013

DAES-UN, World Economic Situation and Prospects 2012 and Update mid-2013
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Table A2. Growth Projections in the Americas
Annual rate of GDP growth, in real terms, by country

| Cowwies | eac | wr |
—

Antigua & Barbuda

Bahamas

Belize

Brazil

Chile

Costa Rica

Dominica

Ecuador

Grenada

Guyana

Honduras

Mexico

Panama

Peru

Saint Vincent & the Grenadines

Suriname

Uruguay

Venezuela (Bolivarian Rep. of )

a Estimations

b Projection

Source: ECLAC (Economic Commission for Latin America & the Caribbean): Economic Survey of Latin America and the Caribbean 2013
IMF: International Monetary Fund, World Economic Outlook Database, April 2013
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Table A8. Participation of sector exports in total exports of goods
(Annual growth, percentages)

. Crops
_________

Argentina

Barbados 66.12

Bolivia

(Plurinational State of) 2 2L 111 -1.6 -4.86 -17.06

Canada -2.98

Colombia

Cuba -1.65

Dominican Republic 38.07

El Salvador

Guatemala

Haiti

Jamaica -23.44 89.71

Nicaragua -13.63

Paraguay -16.59 -11.25

Saint Kitts & Nevis -15.5

Saint Vincent

% e Cranedines -1.1 -1.7 22.6 243 -10.1 6.7 66.92 70.70
—————————
Trinidad & Tobago -10.5 -10.08 67.60

Uruguay 12.22

Source: Inter-American Institute for Cooperation on Agriculture (IICA) based on information from the United Nations (COMTRADE) &
FAO (FAOSTAT).

Note: BHS, BLZ, COL, CRI, GUY, NIC, PAN, PER, DOM, KNA, VCT, VEN, the last period is 2006/11
For DMA, JAM, TTO the last period is 2006/10.

For GRD, the last period is 2006/2008

For HND the last period is 2006/2007.
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Table A9. Annual cumulative rate of production growth by sector, percentages

Aquaculture |

Countries 2000- 2006- 2000- 2006- 2000- 2006- 2000- 2006-
2005 2011 2005 2011 2005 2011 2005 2011

Antigua & Barbuda -2.00 4.28 -2.56 225 11.30 -748

Argentina 3.80 2.46 027 -0.01 0.16 735 10.75 2.69
Bahamas 172 0.20 334 2.14 171 234 0.00 0.29
Barbados 439 -5.99 3.46 041 -6.80 223 11.92 0.00
Belize -021 -4.30 9.72 0.76 -12.19 4170 0.00 1.07
S;It"e"ifgplu””at'onal 525 166 4.47 771 255 384 3.17 0.64
Brazil 530 7.45 527 354 332 624 1.66 1.83
Canada 3.03 0.53 123 0.04 236 2.97 0.87 -5.04
Chile 238 1.48 3.13 1.02 325 -4.80 422 124
Colombia 2.80 -6.45 2.86 2.18 254 -2.08 -2.69 1.63
Costa Rica 1.82 -153 1.78 302 036 2.04 247 -0.96
Cuba 1211 261 6.11 6.41 -10.73 330 8.55 526
Dominica -4.70 1.76 297 3.88 -14.60 0.87 0.00
Dominican Republic 2.08 2.88 2.42 0.64 -1.00 2.40 0.15 0.81

Ecuador 292 2.69 14.38 4.15 -4.06 5.69 328 439
El Salvador -0.77 8.61 251 -0.56 32.84 0.56 -1.69 0.07
Grenada 272 -0.30 151 1.75 229 141

Guatemala 5.77 327 6.93 221 1297 438 211 2.04
Guyana 1.63 -0.70 8.93 3.28 2.39 -3.49 3.31 -1.02
Haiti 126 298 1.68 2.16 6.33 1136 033 037
Honduras 9.06 450 5.33 -0.02 16.33 -12.66 0.22 -128
Jamaica -430 371 2.12 -0.02 1028 717 -0.90 412
Mexico 207 -0.75 238 151 -0.38 1.96 -0.38 -0.58
Nicaragua 423 4.40 3.60 4.17 4.48 5.33 0.31 0.65
Panama 1.20 0.49 1.15 391 -0.87 -8.66 0.05 074
Paraguay 8.88 5.14 1.65 374 -13.97 10.83 101 1.03
Peru 0.80 4.41 372 551 121 2.14 -0.04 -135
Saint Kitts & Nevis -6.17 1.86 -152 2.09 141

Saint Lucia -8.96 -3.64 702 394 -6.38 524 0.00
it Vincent & fhe 275 3.99 226 358 4563 4957 301

Suriname -3.64 402 271 5.09 5.78 3.17 0.42 11.33
Trinidad & Tobago -17.99 -33.74 6.01 324 1.66 137 274 475
United States 158 0.66 094 092 094 022 027 733
Uruguay 9.11 8.44 281 135 3.07 -9.45 1536 11.63
Venezuela

(Bolivarian Rep. of ) 1.14 -0.35 -1.10 1.53 5.03 =173 2.72 -1.46

Source: Inter-American Institute for Cooperation on Agriculture (IICA) based on official FAO information (FAOSTAT).
FISGSTAT FAO. Available at: http://www.fao.org/fishery/topic/16140/en.

1/ Capture and aquaculture production taken from inland and marine waters.
2/ Comprises all wood obtained from extraction operations in forests and in other areas during the current period year or forestry period).
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Table A10. Land use in the Americas by category (1,000 ha)
Total Agri- | Arable Land Grazing Land

. Total land % Forest Protected
Countries area * culture Area | & Permanent ALPC/TAA and Grass- area arcas *
(TAA) * Crops (ALPC)* lands (GLG) *

Antigua & Barbuda 44 9 5 0.6 4 0.4 10
Argentina 273,669 147548 39,048 0.3 108,500 0.7 29,160
Bahamas 1,001 15 13 0.9 2 0.1 515
Barbados 43 15 13 0.9 2 0.1 8 2131575
Belize 2,281 157 107 0.7 50 0.3 1,383
Egt"é'iéplu””at‘onal 108330 37,055 4,055 0.1 33,000 0.9 56,888
Brazil 845,942 275,030 79,030 0.3 196,000 0.7 517,328
Canada 909,351 62,597 47894 0.8 14,703 0.2 310,134 801
Chile 74,353 15,789 1,774 0.1 14,015 0.9 16,269
Colombia 110,950 43,786 3,998 0.1 39,788 0.9 60,398 17,067
Costa Rica 5,106 1,880 580 0.3 1,300 0.7 2,628 70,530
Cuba 10,644 6,570 3,940 0.6 2,630 0.4 2,905
Dominica 75 26 24 0.9 2 0.1 44
Dominican Republic 4,832 2,447 1,250 0.5 1,197 0.5 1,972 3163,6***
Ecuador 24,836 7,346 2,535 0.3 4,811 0.7 9,667 14,335
El Salvador 2,072 1,532 895 0.6 637 0.4 283 14,509
Grenada 34 11 10 0.9 1 0.1 17 331
Guatemala 10,716 4,395 2,445 0.6 1,950 0.4 3,601
Guyana 19,685 1,677 447 0.3 1,230 0.7 15,205
Haiti 2,756 1,770 1,280 0.7 490 0.3 100 42
Honduras 11,189 3,220 1,460 0.5 1,760 0.5 5,072
Jamaica 1,083 449 220 0.5 229 0.5 337
Mexico 194,395 103,166 28,166 0.3 75,000 0.7 64,647
Nicaragua 12,034 5,146 2,130 0.4 3,016 0.6 3,044 3,089
Panama 7434 2,267 729 0.3 1,538 0.7 3,239
Paraguay 39,730 20,990 3,990 0.2 17,000 0.8 17403
Peru 128,000 21,500 4,500 0.2 17,000 0.8 67842
Saint Kitts & Nevis 26 6 5 0.9 1 0.2 11
Saint Lucia 61 11 10 0.9 1 0.1 47
sl % 0 s s 2 o 2
Suriname 15,600 82 65 0.8 17 0.2 14,754 18,700
Trinidad & Tobago 513 54 47 0.9 7 0.1 226
United States 914,742 411,263 162,763 0.4 248,500 0.6 304,405 1,356
Uruguay 17,502 14,378 1,846 0.1 12,532 0.9 1,789
\(/ggﬁj:f;i Rep.of) 83205 21250 3,250 0.2 18,000 0.8 45,987
America 3,837273 1,213,446 398,532 0.3 814,914 0.7 1,557,345
LAC + Mexico 2,013,180 739,587 187,875 0.3 551,711 0.7 942,806 255,839

*Source: FAO, FAOSTAT (2011).
** Source: ECLAC, CEPALSTAT (2007; *** 2006).
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