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Foreword

he role that agriculture has played in reducing poverty in recent years
is further confirmation of the idea that IICA has been promoting
since the turn of the century, namely, that agriculture is important
not only because it is a way of life for millions of people in the
Americas, but also because it is a strategic sector that contributes
to economic, social, environmental and political development at the
national level.

Furthermore, agriculture’strue contributiontoeconomicdevelopment
in the hemisphere is enhanced when the region’s favorable agro-
ecological conditions are underpinned by trade policies that ensure
better prices for its products, promote trade negotiations that make
it possible to take advantage of new market niches, implement more
effective public policies that guarantee product quality and safety,
and allocate more resources to investment in science and technology.
Actions of this kind are the only way to make agriculture a catalyst in
translating the current sustained economic growth in the developing
countries into significant reductions in poverty and hunger.

The “Report on the State of and Outlook for Agriculture and Rural
Life in the Americas, 2006-2007” analyzes and assesses the progress
of sustainable development efforts in the region’s rural milieu. It
focuses on the four strategic objectives established by the ministers
of agriculture in the AGRO 2003-2015 Plan (competitiveness,
equity, sustainability and governance in the agricultural sector and
rural territories of the Americas). The report also describes the main
challenges facing agriculture in relation to the new challenges for
development as a whole.

This document contains a summary of the main report, which IICA
is required to prepare pursuant to articles 3) and 23d) of the Rules
of Procedure of the Inter-American Board of Agriculture (IABA).
It is mainly intended to provide input for the deliberations of the
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ministers and delegates of agriculture tasked with devising strategies to
provide follow-up to the implementation of the AGRO 2003-2015 Plan.

In preparing the “Report on the State of and Outlook for Agriculture and
Rural Life in the Americas,” IICA received valuable assistance from the Food
and Agriculture Organization of the United Nations (FAO) and the Tropical
Agricultural Research and Higher Education Center (CATIE). As part of
the “working together” approach, both institutions contributed useful
documents that enriched the information and the analysis of the issues.

This report is important not only because it examines the variables that
have limited the importance attributed to agriculture in the development
model, but also because it pinpoints the areas in which further progress is
needed if the rural milieu is to be integrated into, and reap the benefits of,
the economic liberalization and globalization processes.

Dr. Chelston W.D. Brathwaite,
Director General del IICA
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Executive Summary:

n 2005, the Latin American
and Caribbean (LAC) countries
achieved their best economic
and social indicators of the

last 25 years, with major
progress made in reducing
poverty and unemployment,
an improvement in income
distribution in some countries
and the creation of new jobs.
The region’s agricultural sector
played a key role in this solid
performance, lending further
weight to the idea that it is
extremely important for the
development of the countries of

the Americas?.

However, although the
economic variables and living
conditions improved, poverty
remains a serious problem.
LAC continues to be the most
inequitable region of the world
as far as income distribution is
concerned.

Therefore, one of the priorities
of any strategy aimed at
reducing poverty in LAC,
especially in countries that
have large rural populations,
must be the competitive,
inclusive and sustainable
modernization of the
expanded agricultural sector.

A summary of the recent
performance of agriculture
and rural life makes interesting
reading:

m Agricultural production
continued to rise throughout
the hemisphere, although
the rate of growth was
slower in 2004 and 2005
than in 2003, which was a
particularly good year for
agriculture in every region
except the Caribbean.

= In 2005, the agricultural
GDP of LAC rose by 2.2%.
Although growth was
weaker than in previous
years (it topped 4.1% in
2003 and 3.7% in 2004),
it was less volatile and
maintained the positive
medium-term trend.

m The sustained upward trend
in agricultural production
in LAC is due mainly to
the rapid economic growth
of the Southern Cone
countries. Given the size of
their agricultural sectors,
those countries now account
for an increasingly large
share of Latin America’s
agricultural GDP.

= While the share of
agricultural commodities in
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world trade has fallen, down
from 13% in 1995 to 7.2% in
2005, the share of processed
products has risen 10.8% per
year since 2002.

The Americas continue to be the
world’s leading net exporter of
agricultural products, followed
by Oceania. It is interesting to
note that Africa, historically

a net importer of agricultural
products, has had a surplus
since 2004. The other regions
of the world continue to have
a negative agricultural trade
balance.

The hemisphere’s share of world
agricultural trade has been
declining since 2000. This is
because its agricultural exports
have grown more slowly than
those of the rest of the world.
While global agricultural
exports grew at an annual rate
of 10.5% during the period
2000-2005, the annual growth
of the hemisphere’s agricultural
exports was only 7.1%.

The Americas mainly exports
commodities, with soybean
leading the way (8.5% of all
agricultural exports). On the
other hand, the region mainly
imports processed agricultural
products. This trend has been
accentuated in recent years.
Measured in terms of its
revealed comparative advantage
(RCA), the competitiveness of
the hemisphere’s agricultural
trade was positive and
improved during the period
2000-2005. This was mainly
due to the sustained increase

in the agricultural RCA in

the Southern Region, since it
remained unchanged in three
of the other regions (Northern,
Andean and Central) and fell in
the Caribbean, where it actually
dipped into negative territory in
2004.

During the same period,
international prices of
agricultural products rose
sharply, by an average of 6.5%
per year, reversing the trend

of low prices seen in previous
years. With the exception of
cocoa beans, the international
prices of all the main
commodities rose, with tropical
products leading the way.

The demand for quality
products increased. In 2005,
the importance of agricultural
health and food safety (AHFS)
for the competitiveness of
agroindustrial companies was
reflected in the fact that nearly
US$190 billion in agricultural
exports and US$130 billion in
imports had to meet a sanitary
or phytosanitary standard of
some kind.

Furthermore, the
competitiveness of a large
number of agricultural products
was undermined by the impact
of problems such as foot-and-
mouth and mad cow disease,
leading to the loss of markets
and jobs, falling consumption,
lower prices for producers, etc.
The technological gap between
LAC and the rest of the world
has widened. This is evidenced
by the fact that yields per
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hectare in LAC remain lower
than those of the industrialized
countries and emerging regions
such as East and Southeast Asia.
In LAC, the limited efforts to
develop and incorporate new
technologies are restricted

to traditional products.
Production of nontraditional
items is increasing due to the
incorporation of new farmland,
which is unsustainable over the
medium and long terms.
Although LAC is trying

to incorporate alternative
production methods (such as
direct planting and precision and
organic agriculture), it still lags
a long way behind other regions
of the world.

New production alternatives and
opportunities, such as organic
agriculture, the production of
agro-energy, agro-biotechnology
and agro-tourism are enhancing
agriculture’s role spurring in the
growth of rural territories and as
an agent of economic change.
Rising fossil fuel prices have
encouraged some countries

in the hemisphere (mainly

the United States and Brazil)

to promote agriculture as an
alternative source of energy.
Although many countries are
joining these initiatives, the
impact on agricultural prices,
crop substitution, food security,
supplies of animal feed and
other issues remains unclear.
Poverty and extreme poverty

in rural areas decreased during
the first half of this decade. In
2005, for the first time in 25

years, the rates for both dipped
below 1980 levels. Paraguay,

El Salvador, Mexico and Brazil
made the biggest strides in
reducing poverty during that
period. The gaps between
poverty and extreme poverty

in rural and urban areas also
narrowed.

Not only are poverty rates
higher in rural areas than in
urban areas, the incidence

of rural poverty is also

higher among self-employed
agricultural workers. This
suggests that agriculture, as an
economic activity, needs to focus
on poverty alleviation strategies,
because it has the greatest
potential for raising the incomes
and improving the quality of life
of the poor.

Although LAC continues to be
the most inequitable region in
the world in terms of income
distribution, between the end of
the last decade and the middle
of this, the situation in rural
areas improved in 11 of the 13
countries for which information
is available.

In recent years, the region

has become increasingly
vulnerable to natural disasters,
with the poorest segments

of the population and rural
areas hardest hit. The Andean
Region accounts for over 50%
of the deaths caused by natural
disasters in the Americas, with
floods posing the biggest threat
to human life. The Central and
Caribbean regions are next in
importance.
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The pressure to meet the dietary
needs of a population that has
doubled in the last 50 years

has led to nearly 37% of all
land being used to grow crops,
with most production systems
geared to the non-sustainable
use of natural ecosystems.

The environmental costs have
been huge in terms of the
degradation of water resources,
the non-sustainable use of
aquifers, the loss of forest cover,
desertification and the release of
large quantities of greenhouse
gases into the atmosphere.

The effect of climate change

on agricultural production

will vary from one area to
another, since some developed
countries at mid and high
latitudes, especially in the
Northern Hemisphere, could
actually experience net gains,
while many developing tropical
countries could face even bigger
problems related to climate
change and the increasing
unpredictability of precipitation
levels.

Governance in the LAC
countries was strengthened
thanks not only to increased
citizen involvement in the
formulation and execution of
development policies, but also
because the markets helped to
achieve social objectives such
as the reduction of poverty and
inequity. However, the social
divide threatens governance in
many rural territories in LAC.
With the Doha Round stalled
and the FTAA negotiations

suspended indefinitely, the
LAC countries have opted to
strengthen their respective
regional trading blocs and/or
negotiate bilateral or regional
free trade agreements with the
United States and other major
economic powers (mainly Asian
economies).

The amount of public funds
allocated to the rural milieu
has decreased substantially.
Average per capita spending
on rural areas in LAC fell by
over 36% in real terms over
the last two decades, and total
public spending in rural areas
continues to be considerably
less than the contribution that
agriculture makes to economic
development.

Although the developing
countries are expected to
spearhead world economic
growth over the next decade
(growing faster than the
developed countries), LAC will
be the developing region with
the lowest rate of growth.
With fossil fuel prices expected
to continue to rise, driven by
the growing demand for energy
worldwide, the countries look
set to encourage the production
of fuels from agricultural
products. As a result, the
increased demand for raw
materials used in the production
of bio-fuels will change the
terms of trade for agricultural
commodities.

The growth in the global
demand for food is a great
opportunity for the countries

XiV Inter-American Institute for Cooperation on Agriculture



of the hemisphere to increase
both their market share and
add value to their agrifood
products. This will improve the
conditions for agriculture to
contribute more effectively to
the development of the LAC
countries and to rural poverty
alleviation.

=  However, to create those
conditions the countries will
have to address the four major
challenges they face, which
are related to the strategic
objectives of the AGRO 2003-
2015 Plan: competitiveness,
equity, sustainability and
governance.

Four challenges for agriculture and rural life

1. Making agriculture
more competitive

To address this first challenge
successtully, agriculture has to
produce more efficiently, increase
the productivity of the factors

of production, generate higher
quality products, and have better
institutions and human resources
and more effective public policies
geared to agrifood chains and rural
territories.

To produce more efficiently, with
higher yields and productivity

of the factors of production,
efforts are needed to reorient and
speed up technological change
and innovation in agriculture,
encouraging the actors in the
countries to introduce new
technologies. More and better
agricultural entrepreneurs are also
required, as well as a more skilled
workforce and improved delivery
of the services that agriculture

needs to compete in more open and
competitive markets.

To turn out quality products,

AHFS must be made a factor of
success in the competitiveness of
agrifood chains. This calls not only
for improved national services

but also for a new technological
infrastructure and the development
of a consensus with private sector
organizations and actors on long-
term agendas.

Formulating and implementing
more effective policies in support of
agriculture calls for the production
of public goods and the creation of
the conditions needed for them to
operate properly (infrastructure,
information systems, legal
framework, financial system,
logistical system, trade treaties,
etc.). At the same time, efforts must
be made to improve the integration
of small producers and the family
economy into agrifood chains and
international markets.
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2. Achieving greater equity
in agriculture and the
rural milieu

This challenge calls for corrective
actions to improve the traditional
performance of the actors in
agriculture and the rural milieu
(enhance capabilities, increase
investments and promote
institution building).

Such corrective actions should form
part of policies designed to promote
rural prosperity that focus on four
areas: agrifood chains (creation of
agribusinesses, greater inclusion
and job creation); rural territories
(systemic competitiveness,
reduction of transaction

costs and generation of social
income); institutional innovation
(participatory and inclusive

policy management); and the
development of strategic capabilities
(effective implementation of
policies).

Food security must also be made
one of the key objectives of poverty
alleviation strategies, technological
innovation processes, international
trade negotiations and the
orientation of development aid.

3. Adopting a more
sustainable paradigm

To meet this challenge, LAC
countries must review and change
the ways that soils and forests
have traditionally been used for

agricultural activities, and then
develop competitive business
strategies that attach value to, and
recognize the importance of, sound
environmental management and
promote equity for rural actors.

They also need to place emphasis
on eco-systemic functions and
services through integrated
landscape management that
promotes intersectoral and
participatory approaches to
territorial management, facilitates
economic mechanisms whereby
fair compensation is paid for the
functions of ecosystems, and
fosters comprehensive territorial
management.

It is also imperative that the
challenges of global climate change
be met with actions and policies
that promote the generation of
accurate scientific information;
that the opportunities and risks
for agriculture be analyzed; that
polluting emissions be controlled;
and that the positive and negative
impacts of bio-fuel production be
analyzed and evaluated.

4. Promoting governance
in rural territories

Improving governance in rural
territories entails strengthening
the market as an instrument

for generating growth in the
agricultural and non-agricultural
rural economy. But this must

go hand in hand with efforts

to enhance the capabilities of

XVi Inter-American Institute for Cooperation on Agriculture



agroindustrial producers and family
agriculture, so these actors are
better integrated into international
markets. Agriculture and the rural
milieu will then be able to reap
more benefits from trade and the
emergence of new market niches.

It is also necessary to develop
mechanisms to improve the
distribution of the benefits within

The State of and Outlook for Agriculture and Rural Life in the Americas, 2007 | X VIl

agrifood chains and promote a
fair return to each of the factors of
production.

Finally, the citizenry must play

a bigger role in the formulation
and/or implementation of public
policies designed to strengthen rural
territories, and in the search for
solutions to their problems at the
local level.






The changing international
and regional environment

and its impact

welve overarching trends
characterize the environment in
which the region’s economies
operate and determine the
performance of agriculture and
rural life. The first, globalization,
IS creating more opportunities

for economic agents and giving
them greater access to knowledge,
shortening the distances

between markets and driving the
development of an international
institutional framework. The
World Trade Organization (WTO)
is the single most important
component of that framework,
which is imposing new game rules
on the economic agents.

The second major trend is
trade liberalization. The
cornerstone of economic policy
for over two decades, it is
helping to expand markets

and improve access to them,

permitting some agricultural
producers to tap the opportunities
available and affording
consumers access to a

wider variety of quality

products, usually at

lower prices.

However, there is a growing
realization that the benefits

of globalization and trade
opening are not being distributed
equitably among all the countries
and all the segments of

their societies, and increasingly
there are calls for corrective
action to be taken.

A third important trend

is a reaction to the limited
progress achieved in the
ongoing multilateral
negotiations known as the
Doha Development Round.
These have stalled, largely
due to the difficulty of further
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“The focus on
bilateralism...
damages the rights
particularly of
the poor and the
weak because

in a bilateral
negotiation the
objectivity of a
global system goes
out the window
and you have in
effect a bullying
opportunity often
for the major
trading powers.”

Peter Sutherland
(2006)

agricultural trade liberalization,
which is crucial for most of the
developing countries that are
heavily dependent on their
agricultural sectors.

Since the Doha Round negotiations
have stalled, the emphasis is

being placed on bilateral free

trade agreements. These not only
underscore the asymmetries that
exist but permit the developed
nations to impose their agendas on
their less developed counterparts, or
win concessions that would be hard
to obtain within the WTO.

A fourth trend is the rapid growth
of agrifood markets, whose
characteristics have become more
clearly defined in recent years: the
increasing concentration of actors,
particularly the large supermarket
chains with their huge purchasing
power and retail sales; the growth
of processed products, which is
outpacing that of commodities;
changing consumption habits;
greater interest in, and demand
for, quality; and the dominance
of brands and the growing
importance of niche or
specialized markets.

A fifth trend is the growing social
unrest in the LAC countries,

which threatens to make many
rural territories in the region
ungovernable. People have lost
faith in their institutions and
political parties, and are increasingly
pessimistic about the future. Social
unrest is on the increase due to the
continued existence of poverty in

rural areas, limited access to quality
employment and worsening income
distribution.

A sixth trend, related to global
poverty and the conflicts taking
place, is the increase in the
number of displaced persons and
migrants. In 2004, the number
of documented migrants topped
175 million (three percent of
humankind), not including
internally displaced people, who
are even greater in number. The
war on drugs and measures to
combat terrorism have led to new
and stricter controls that make it
even more difficult for people to
emigrate in hopes of improving
their lot.

The seventh trend has to do
with the growing concern at
environmental developments.
The issue of the deteriorating
environmental conditions and
their negative impact on the
development process has been
taken up, to varying degrees,
by governments, civil society
organizations, producers and
consumers. The different public
and private actors have yet to
match their words with

deeds, however.

The eighth trend is the strong
growth in the use of genetically
modified (GM) crops and the rapid
spread all over the world of some of
the principal agricultural products,
such as grains and oilseeds. This
trend is one of the chief features of
the current knowledge-intensive
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technological paradigm in
agriculture.

The ninth trend involves the
growing number of countries that
are turning to alternative energy
sources based on agricultural
products, mainly sugarcane and
grains, which are used to produce
fuel alcohol and biodiesel. High
oil prices have caused many to
question the wisdom of an energy
model based primarily on fossil
fuels. Since many countries in the
Americas do not produce fossil
fuels, high oil prices have had a
negative impact on their trade
balances and pushed up domestic
prices of consumer

goods, transportation and

other basic services.

At the inter-American level, a tenth
trend is the search for new forms of
regional integration. The Summit of
the Americas process has achieved
only limited progress, producing
few concrete advances, despite the
declarations. The process is the
victim of natural attrition and the
emergence in the region of other,
competing bodies (e.g., the Ibero-
American Summits) and opposing
political positions and visions of
development.

In fact, one of the few areas of
notable progress in the Summit

of the Americas process has been
the agricultural sector, with the
ministers of agriculture reaching
agreement on a shared vision for
the development of agriculture and
rural life and, in 2003, adopting the
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AGRO 2003-2015 Plan. The Miami
Summit (1994) also led to the
launch of the process of developing
a free trade area in the Americas,
the FTAA, but divergent positions
on agricultural and trade policies
subsequently undermined the
process and led to the negotiations
being suspended indefinitely.

The failure of the FTAA has been
offset in part by the alternative
strategy followed by the United
States of negotiating and signing
bilateral and multilateral free

trade agreements. New types of
integration are also emerging in

the region that do not necessarily
place emphasis on free trade but
rather seek to promote a new
geopolitical order that is changing
the paradigms and ideological
balances. These developments have
had a strong impact on two of the
main integration blocs - the Andean
Community of Nations (CAN) and
the Southern Common Market
(MERCOSUR) - while the creation
of a South American Community of
Nations has also been mooted.

Another trend at the inter-
American level (the eleventh)

is the increase in emigration, as
people endeavor to escape from
rural poverty by seeking a better
future in countries that offer higher
levels of development and greater
opportunities.

In 2005, remittances sent back

to LAC by emigrant workers had
a significant effect on poverty
reduction, as they totaled US$48.3

Agrifood markets:
business is
increasingly
concentrated in a
few hands, new
technologies are
emerging and
there are fewer
basic products and
more processed
ones.



Remittances help
poor families cope
with negative
economic impacts,
increase their
savings, help keep
their children

in school, foster
entrepreneurship,
contribute to
macroeconomic
stability and help
reduce economic
volatility and
inequity.

billion. Mexico receives the largest
slice of these funds (US$21.8 billion
per year), followed in the region by
Colombia and Brazil. Remittances
are particularly important in other
Central American and Caribbean
countries.

The twelfth trend is the growing
importance of drug trafficking and

its adverse effects on economic,
social and political life, fueling
corruption and undermining
governability. Combating illegal
crops is another critical issue,
since the profits to be made
from drug trafficking appear to
make it worth taking the

risk and a very attractive
business.

The recent performance of agriculture
and rural life in the Americas

The competitiveness of the region’s agriculture
in a context of free trade

i. Agricultural production:
good news for the hemisphere
as a whole but disparities at
the regional level

Agricultural production

continues to grow throughout

the hemisphere, albeit more

slowly than in 2003, which

was a particularly good year for
agriculture in all the regions except
the Caribbean.

However, while agriculture
performed well in the Americas

as a whole, there were sharp
contrasts between both regions and
countries.

The growth of agricultural GDP
in the United States and Canada
has fluctuated widely over the last

twenty years, with sharp drops in
agricultural production at the start
of this decade, especially during the
2001-2002 biennium. However, the
agricultural GDP of both countries
rebounded strongly in 2003

(with growth of 8.5% and 9%,
respectively), a trend that appears
to have continued during 2005 and
2006.

An important long-term trend
observed in the United States has
been a gradual reduction in acreage.
This situation appears to have
changed in 2006, however, when
the acreage of the eight main crops
increased by some 243 million
acres, due to the high prices being
paid and the bigger profits to be
made. The reason for this upturn
was the strong growth in the
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production of corn-based ethanol,
which is also having a direct effect
on other crops.

Agricultural GDP rose by 2.2% in
LAC in 2005, considerably less than
in the two previous years (4.1% in
2003 and 3.7% in 2004). However,
despite this slowdown in growth,
the medium-term trend for the
region’s agricultural sector remains
positive. Another encouraging
development is the fact that growth
has been more stable in recent
years, without the large fluctuations
seen in previous decades.

Agricultural GDP rose by 2.2% in
LAC in 2005, considerably less
than in the two previous years
(4.1% in 2003 and 3.7% in 2004).
However, despite this slowdown
in growth, the medium-term
trend for the region’s agricultural
sector remains positive. Another
encouraging development is the
fact that growth has been more
stable in recent years, without the
large fluctuations seen in previous
decades.

The region’s agricultural production
has grown much more strongly
over the last twelve years than
during the 1980s and early 1990s
(it averaged only 1.7% per year
between 1982 and 1993).

The rate and relative stability of
growth suggest that the region’s
agriculture is successfully meeting
the challenges posed by the new
conditions of the global economy
and agricultural markets.The
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progress of LAC agriculture is

due mainly to the rapid growth
achieved in the Southern Cone
countries, while the Caribbean
Region turned in the weakest
performance. Since the start of
this century, the agricultural GDP
of Cuba, Haiti and nine of the

13 English-speaking Caribbean
Community (CARICOM) countries
has experienced negative growth.3
Only two of the Caribbean
countries have achieved agricultural
growth rates higher than the Latin
American average: the Dominican
Republic (4.3% per annum)

and Belize (which achieved an
exceptional rate of 10.6% per year
between 2000 and 2005). See
Figure 1.

In Central America, the growth

of agricultural production during
the last five-year period (2000-
2005) was positive, although the
rates were relatively low. The
annual rate of growth was below
the regional average in four of the
countries and higher in only two

- Honduras (3.3%) and Panama
(4.7%). Mexico’s agricultural
production has risen slowly so far
this century, following two decades
of severe stagnation. In the Andean
Region, the growth of the countries’
agricultural sectors was relatively
uniform (around 3%), with the
exception of Venezuela, where
average growth reached barely
0.7%.

The agricultural sector in the
Southern Region is very large and,
following its strong growth, the

Sectoral
production: the
news is good at the
hemispheric level
but not so good at
the regional level



Agriculture in
the region is
finding answers
to the challenges
posed by the new
conditions of the
global economy
and agricultural
markets.

region now accounts for a bigger
percentage of the sector’s product.
Between 2000 and 2005, the net
increase in Brazil’s

annual agricultural product

Figure 1

alone was equivalent to almost
twice the total for Chilean
agriculture and two thirds of
the total agricultural product of
Argentina.

LAC countries: Average growth of agricultural GDP (average annual rate expressed
as a percentage)
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In general, the strong performance
of the agricultural sector has to do
with the focus on production for
export. In those countries whose
agricultural product experienced
strong growth, overseas sales
accounted for a large proportion of
total demand. The focus on exports
is spurring the development of
production and making higher rates
of growth possible.

The integration of markets

and the transnationalization of
production chains are unleashing
powerful market forces. Allied

to the development of effective

1
5 10 15
[ 2000-2005

institutional arrangements that
have removed the bottlenecks in
agrifood chains, these developments
are responsible for the high rates of
growth.

ii. The evolution of agrifood
trade: the hemisphere is a net
exporter but its exports are
losing ground

World trade has grown strongly
since the start of the millennium
thanks to more open international
markets, but trade in agricultural
products now accounts for a smaller
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share of the total, down from
13% in 1990 to 7.2% in 2005.
The same trend is observed in the
hemisphere’s agrifood trade.

Agriculture’s share of total

trade varies from region to region
in the Americas. Agricultural
exports account for only 7%

of total exports in the Caribbean
and Northern regions, while

in the Central Region the

figure is 43 %.

Trade in processed agricultural
products has grown very strongly
in recent years, rising 10.8% per
year since 2000, while trade in
commodities grew only 6.8% over
the same period. Thus, the relative
importance of commodities as a
percentage of global trade in goods
has declined.

In the Americas, ten products
account for nearly 40% of all
agricultural exports. The single
most important product is soybean,
which makes up 8.5% of the
hemisphere’s exports. Imports are
less concentrated, with ten products
accounting for 30% of all the
hemisphere’s agricultural imports.
Wine and vermouth top the list of
imports in the Americas.

The hemisphere continues to be
the world’s leading net exporter of
agricultural products, followed by
Oceania. It is interesting to note
that Africa, historically

a net importer of agricultural
products, has had a surplus

since 2004. The other regions

of the world continue to
have a negative agricultural
trade balance.

The world’s agricultural trade

is highly concentrated in a few
countries. The United States is the
biggest exporter (accounting for
10.7% of the world total), although
its exports have been losing ground
to those of the European Union and
Brazil, which is now the world’s
fifth largest exporter of agricultural
products.

The western hemisphere is the
world’s second largest supplier of
agricultural products (27%), after
the EU-25, and the third largest
importer (19%).

Between 2000 and 2005, the
hemisphere’s agricultural exports
grew more slowly than those of
other regions of the world. While
world exports grew by 10.5% per
year, in the Americas they rose
by only 7.1%. As a result, the
hemisphere’s relative share has
declined: in 2000, exports from
the Americas accounted for 31%
of world agricultural trade, but by
2005, the figure had fallen to 27 %.

The situation with regard to
agricultural imports in the
Americas is similar, since this
region recorded the weakest
growth between 2000 and 2005.
This was mainly due to the lower
ate of growth in the imports

of the United States and, to a
lesser extent, Canada, because
the relative size of the trade of
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The Northern and
Southern regions
account for 90% of
the hemisphere’s
agricultural
exports. The
Southern Region
improved its
competitive
position.

these countries affects trends in the
Americas as a whole.

The hemisphere mainly exports
commodities and imports
processed products. The trend in
trade is toward an increase in the
relative importance of processed
products at the expense of
commodities.

One of the most marked recent
trends in the hemisphere has

been the buoyancy of the

Southern Region’s agricultural
exports between 2000 and 2005,
when they grew by an average

of 14.1% per year. As a result,

the Southern Region was the

only region of the Americas

whose rate of growth was higher
than the global figure, since the other
regions’ share in global agricultural
trade declined. At the same time,
agricultural imports in the Southern
Region declined, resulting in a large
increase in the region’s agricultural
balance,

with Brazil recording particularly
good trade figures.

Agricultural trade in the Andean
Region has been growing steadily
since 2000, although at less than
the world average. Nonetheless,
the balance is positive, with a trend
toward stronger growth.

In the Caribbean Region, both
agricultural exports and imports
declined, and the trend was even
more marked in 2005. This region
stands out because it has a negative
agricultural balance of trade.

Although the Northern Region
has historically had an agricultural
trade surplus, in 2005 the agricultural
balance of trade was negative (the
growth of imports

had been outpacing exports

since 2000). The agricultural

trade of this region and the
Central Region was the weakest
in the Americas, although the
agricultural trade balance of the
Central Region is positive and
growing.

As is well known, the Northern

and Southern regions account for
90% of the hemisphere’s agricultural
exports. However, since 2000

the Northern Region’s share has
fallen, while those of the Southern
Region (mainly Brazil) and Andean
Region have risen. With respect

to the breakdown of agricultural
imports, while the Northern Region
accounts for over 85% of them in the
hemisphere as a whole, imports

in the Central and Caribbean regions
have fallen. On the other hand, five
countries account for 85% of all
agricultural exports in the Americas
(the three in the Northern Region,
plus Argentina and Brazil).

The biggest markets for the
hemisphere’s agricultural exports
are other countries in the Americas,
with the United States alone
absorbing 20% of them. Agricultural
exports to African and European
markets are showing the

strongest growth, having

doubled between 2000 and 2005.
Even so, they only account for

8% of the hemisphere’s exports.
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Most of the region’s agricultural
imports (63 %) also come from other
countries in the Americas, with the
Northern and Southern regions being
the hemisphere’s biggest suppliers of
agricultural products.

iii. The hemisphere is becoming
more competitive in world
agricultural trade

The revealed comparative
advantage (RCA)?® of the

Figure 2

hemisphere’s agricultural

trade is positive and has been
improving since the start

of the millennium. The gain

is due to the trend in the
Southern Region, the only
region where the RCA has
improved. The RCA of three

of the other regions (Northern,
Andean and Central) has remained
largely unchanged since 2000,
while in the Caribbean Region
it weakened and in 2004
became negative (see Figure 2).

The Americas: Revealed comparative advantage of agricultural trade.
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At the country level, Antigua

and Barbuda, Mexico, Trinidad

and Tobago and Venezuela all

have problems as regards the
competitiveness of their agricultural
trade (negative RCA). In the case of
three of these countries, the negative
RCA of agricultural products is due
to the importance of oil in their
international trade. As a result,
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agricultural trade accounts for a
relatively small percentage of their
total trade.

On the other hand, the comparative
advantage of Argentina, Bahamas,
Belize, Brazil, Grenada, Panama,
Paraguay and Uruguay has been
increasing rapidly. The comparative
advantage of Colombia, Costa Rica,



Most policy
instruments are of
insufficient scope
and coverage to
impact the rural
poor to the extent
that the price
system does.

Table 1

International Prices of Basic Agricultural Products
(Average annual rate of growth, selected periods)

Guyana, Jamaica, Nicaragua and
Saint Vincent and the Grenadines
has also improved, but at a lower
rate. The comparative advantage
of the agricultural trade of the
rest of the countries in the
Americas has fallen with respect
to the world as a whole.

Broken down by product and
country, only seven agricultural
products improved their comparative
advantage between 2000 and

2005 (RCA > 1), six of them in
Caribbean countries. The

product whose RCA improved t

he most was oranges, in

The Bahamas.

iv. The prices of agricultural
products are improving: good
news for some producers but not
for consumers

The international prices of
agricultural products have risen
sharply in recent years. The
projections (FAPRI, 2006)°
suggest that, in the medium
term, the prices of corn and
vegetable oils will be 50%
higher than the average prices
paid over the last decade. Wheat
and dairy products will cost 40%
more, the prices of oilseeds

and sugar will rise by

20-26% and meat prices

will be 12-14% higher.”

Over the last five
years (2002-2007),
the prices of foods
and beverages have

risen sharply, b
Periods Py, by
an average of 6.5%
1992-1997 | 1997-2002 | 2002-2007 .
per year, reversing
Agricultural Products 3.6% -4.8% 6.5% the trend of low
(Foods and Beverages) . .
L prices seen in
0, _ 0, o) . .
Cereals 5.4% 3.4% 7.7% previous years. With
Meats 0.3% 0.9% 4.3% the exception
Oils 6.0% -7.3% 4.2% of cocoa beans, the
Other Products international prices
« Sugar 3.8% -6.5% 13.6% of all the main
* Coffee 18.3% -23.5% 13.7% commodities rose,
e Bananas 2.0% 2.0% 7.6% Wlth, troplcal p roducts
o 000, 5 00, 650, leading the upward
e Oranges . o o P
& ° ’ ° trend. This is shown
* Cocoa (Beans) 7.9% -3.0% -2.6% in Table 1
e Soybean 5.7% -7.9% 2.4%
» Wood 2.1% -2.5% 5.7% In the case of

Source: IICA, drawing on IMF data: World Economic Outlook Database (May 2007)

corn, United States
Department of
Agriculture (USDA)
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projections® suggest that, with
this grain being used to produce
bio-fuel, both demand and
prices will rise.

In the Americas, the consequences
of this surge in agricultural prices,
which looks set to continue for the
medium term, will vary among the
sector’s various stakeholders and
the different regions of individual
nations, and from country to
country.

v. Competing with
quality: the
importance

Sanitary status of three diseases in LAC

Although the LAC countries have
been active in raising trade issues,
their participation in the multilateral
standard-setting forums (such as
the WTO, Codex Alimentarius, the
IPPC and the OIE) needs to improve
even more, since those forums

are responsible for the regulations
governing international trade and
can help countries develop the
institutional capabilities required to
implement them.

The current sanitary status of three
of the main transboundary or
zoonotic diseases is as follows:?

The importance

of AHFS in the Diseas Status Paises
Competitiveness Countries fre(? of foot- | Canada, Chile, Costa Rica, El Salvadqr, USA,
. . and-mouth disease uatemala, Guyana, Honduras, Mexico,
d thd Guatemala, G Hond M

of agr()lndUStrlal without vaccination Nicaragua, Panama
Companies is Countries free of foot-
demonstrated by and-mouth disease Paraguay, Uruguay
the fact that in 2005 rl i ereticiion
nearly US$190 Foot-;nd- Countries with an
billi h of mout RIS OHSEETEE | e aalelie, T

iion worth o mouth disease without g ! ’ '
agricultural exports vaccination
and US$130 billion Countries with an
worth of imports had fézi f;egis::::;i‘fld' Bolivia, Brazil, Colombia
to meet a sanitary vaccination
or phytosamtary Member countries
standard of some : recognized as free Argentina, Uruguay

Bovine
kind. Furthermore, spongiform | Of BSE
between 1995 and fg;ghal(’pathy Member CUNTES | chile. p
recognized as ile, Paraguay
2006 some 245 temporarily free of BSE
'[I'(:.lde COI.ICGI'HS were Argentina, Barbados, Bolivia, Brasil, Canada,
raised with the s e o Chile, Colombia, Costa Rica, Ecuador, El
i Rinderpest Countries free o Salvador, USA, Guatemala, Guyana, Honduras,
WTO Committee P rinderpest infection S ’ e ’
P
. d Jamaica, Mexico, Panama, Paraguay, Peru,

on Sanltary an Trinidad & Tobago, Uruguay, Venezuela
Phytosanitary
Measures (SPS). Source: OIE
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production and international
trade has yet to be determined,
there have been some important
developments:

Avian influenza (AI): up to 2006,
highly pathogenic avian influenza
had affected four countries in the
hemisphere (Canada, the United
States, Mexico and Chile).
However, none of the cases
involved the H5N1 strain of AL
responsible for the outbreaks

in Asia, Europe and Africa in
recent years, which caused major
economic losses in both domestic
production and international
trade (closing of markets, falls in
exports, domestic consumption
and the prices paid to

producers, etc.).

Foot-and-mouth disease: there
have been outbreaks of this
disease in most of the South
American countries, with serious
consequences. In Argentina, the
2001 outbreak led to the loss of
75 export markets, 5000 jobs and
US$400 million!? - equivalent to
two thirds of the value of total
exports in 1999 and 2000.11

Bovine spongiform encephalopathy
(BSE): the United States and
Canada are the only countries in
the hemisphere that have been
affected by BSE recently. While in
the United States the case involved
an imported animal not born

in the country, in Canada the
appearance of a case of BSE

early in 2004 resulted in losses

put at around US$6.3 billion.

Foodborne diseases: although the
economic and social impact of
foodborne diseases (FBDs) is very
difficult to establish, studies carried
out in the United States have
estimated that there are between
33 and 76 million cases of FBDs
each year that result in 325,000
hospitalizations and 5000 deaths.
The USDA has put the cost of the
diseases caused by only five of
the most important pathogenic
microbiological agents responsible
for FBDs at roughly US$7 billion.

vi. Investment in science and
technology: a pending task
that raises doubts about future
competitiveness

Per capita food production has
increased in recent years, both

in LAC and across the globe.
However, the statistics are distorted
by oilseeds, whose performance is
largely due to the increase in the
production of transgenic soybean.
Excluding oilseeds, in recent years
food production in LAC has not
grown and the gap between this
region and the rest of the world has
widened.

Yields per hectare in LAC also
remain below those of the
industrialized countries and
emerging regions such as East and
Southeast Asia. This aggregate
indicator can reflect variations

in a series of elements, such as

the use of new marginal land for
production or less investment in
food crops due to the loss of relative
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competitiveness (see Figure 3).
On the other hand, it can point
to the failure to introduce appropriate
technologies into production systems.

Over the last 20 years, the

product mix has changed, due to the
incorporation of 744,000 hectares for
the production

of fruits, 2.5 million for the
production of vegetables and

nearly 18 million for oilseeds,

with a clear loss of acreage

devoted to conventional products.

Technologically speaking, this is
particularly important, because the

Figure 3

biggest (national and international)
efforts to develop and incorporate
technological options have

been undertaken in the field of
traditional crops. While the
growth in the production of
traditional crops is due to higher
yields, in the case of nontraditional
products most of the growth

has been achieved by increasing
acreage. For example, the growth
in fruit production in the region,
which has averaged three percent
per year, has been almost exclusively
due to increased acreage, with
only minor improvements

in yields.

Food crop production per hectare, 1961-2005
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Source: Prepared by IICA’s Area of Technology and Innovation, drawing on FAOSTAT data.

Increasing production in this way
is not a sustainable strategy, since
land is no longer such an abundant
resource in our hemisphere. In

the 1960s and 1970s, LAC had
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almost 2.5 hectares of land per
inhabitant. By the first five years of
this century, this figure had fallen to
a little under 1.5 hectares, placing
LAC practically on a par with Africa



and the regions where the developed
countries are located.

Another aspect that is changing

the landscape in the region is the
rapidly increasing use of alternative
production methods, such as direct
planting and precision and organic
agriculture. For example, the
amount of farmland used for organic
production rose by 10.3% in LAC
between 2004 and 2006, topping 6.4
million hectares in 2006. However,
the increase in organic acreage in
other regions of the world was even
larger (30.7% during the same
period).

The analysis of poverty reflects
marked gaps between and within
the countries of LAC, not only in
terms of the social conditions in
which the poor live but also as
regards access to the innovations
that would allow marginal/rural
producers to break out of the rural
poverty trap. Over the last two
years, the technology policies of
several countries have included
major efforts to improve the living
conditions and food security of
rural communities by developing
technologies for family or small-scale
agriculture.

The capabilities for technological
innovation in LAC are insufficient
to develop the technology that
agriculture will require to meet all
the needs and challenges of the
next decade: the potential impact
of climate change; the need for
more diversified, clean and tradable
products; the integration of family

agriculture; and the minimization

of the impact on diversity, human
health and other factors. The key
science and technology (S&T) and
innovation indicators for LAC are far
below those of the technologically
advanced countries, and this gap

has widened over time. Significant
differences between countries in the
region have also appeared.

It is estimated that investment

in agricultural research and
development (R&D) in LAC was
higher in the second half of the 1990s
than in the first, but fell at the start
of this century by almost five percent
in current dollars. Agricultural

R&D as a percentage of total R&D
decreased during the period for
which figures are available (1990-
2004). Finally, investment in R&D
oscillated between 0.80% and 0.88%
of agricultural value added (AVA),
with the small increase due to a
reduction in AVA. The priorities of the
international centers changed and, as
a result, over the last few years their
investment in Latin America and the
Caribbean has fallen from around
18% of their total budgets at the end
of the 1990s to 12-14%.

Technology has made great strides
in recent years across the globe,
particularly in fields such as
genomics, with public access to the
genetic maps of an ever-growing
number of species of interest to

the agricultural sector, including
animals, plants and microorganisms.
This has led to the rapid
development of lines of research on
genetic improvement assisted by
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Figure 4

Level of investment in research and development (as % of Gross
Domestic Product)
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molecular biology techniques. LAC
has also been active in this and other
innovative fields (nanotechnology,
for example), but without playing a
leading role.

These analyses make it possible to
pinpoint a series of technological
constraints facing the region’s
agricultural sector at different levels.
The continued dominance of a linear
model for the supply of technology
based on generation and transfer,
instead of the new paradigm

of technological innovation, is
regarded as one of the reasons

for the widening gap between

what producers need and what
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the traditional institutional R&D
framework provides.

It must be borne in mind that

LAC is rich in national and

regional technology research and
development organizations, and
knowledge derived from indigenous
communities and traditional
agriculture. Almost all the countries
have public research institutions,
some of which also engage in
extension. The universities play an
important role in these processes,
while in some countries the private
sector is increasingly involved in the
execution of technology research
and innovation activities.



The Americas have one of the
most consolidated technology
research and development systems
to be found in the developing
world. These include hemispheric
mechanisms such as FORAGRO
and FONTAGRO; the PROCIS,
SICTA and PROMECAFE; equivalent
networks dealing with specific
products and/or disciplines; and,
regional centers of excellence like
CARDI and CATIE. This regional
system is continually being
modernized. It also plays a key
role in the circulation of knowledge,
horizontal cooperation between
countries and efforts to institute

a process of technological
integration in LAC to support

and underpin other cooperation
and integration processes.

The paradox lies in the contrast
between the region’s major
institutional resources and its
underinvestment in S&T. This
issue has to be resolved so that the
system can do more to contribute
to the competitive and sustainable
development of agriculture, food
security, poverty reduction and the
conservation of natural resources.

vii. Agrifood markets: new
realities, alternatives and
opportunities

The main trend in agrifood markets
is the way that the market is the
key factor in all decisions taken
within the agricultural production
chain. In other words, while in

the past production did not take

into account consumer preferences
or requirements, in the new
agribusiness environment producers
and marketers must study the
characteristics of the market to
decide what, how and how

much to produce.

In addition to changes in

consumer tastes, which have
increased the demand for healthy,
low-carbohydrate foods, meat
products, processed or convenience
foods, organic products, etc., the
overarching trends in agrifood
markets are as follows:

New ways of delivering products to
the end consumer: the most striking
development in this field has been
the exponential increase in the
participation of nontraditional
retailers such as mass marketers,
membership warehouses and,
primarily, large supermarkets,
which are involved in every link of
agribusiness chains.

In LAC, the growth and
consolidation of large supermarket
chains has reduced the negotiating
power of traditional producers.

In order to gain access to these
marketing channels, producers not
only have to be willing to accept
lower profit margins but also to
meet volume, deadline and quality
requirements.

The new purchasing practices
adopted by supermarkets and large
processors (the establishment of
quality and safety standards, new
canning and packaging regulations,
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prices, minimum volumes, deferred
payment practices, etc.) have had

a major impact on production and
marketing methods and practices, to
which producers are still adjusting.
Farmers and supply chains in

the region are faced with a great
challenge, not only in complying
with the new rules of the game but
also in developing and consolidating
market instruments for optimizing
the profits of the new forms of
marketing, such as contracts, supply
networks and distribution centers.

Boosting new alternatives and new
opportunities for agriculture-based
businesses, e.g., organic agriculture,
energy production, agro-tourism.

Organic production has gained
momentum in recent years, as the
international market has developed.
Organic agriculture now offers

an important alternative for LAC
producers, inasmuch as it makes
significant contributions to rural
economies, the environment and
the social well-being of populations
that practice it. It also offers a
clearly defined international market
with ditferentiated prices, and a
market in which the demand for
most products outstrips the supply.

This alternative form of production
is currently practiced in over

120 countries. Some 31 million
certified hectares of land are used
for this activity, on a little over
623,000 certified farms. Global
sales of organic products topped
US$27.8 billion in 2004, with
more than 1500 organic products
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available in the marketplace and

an average rate of growth of 9%
per year. However, sales of these
products account for only 1-3%

of all foodstuffs sold worldwide.
The most important consumers

are North America and Europe,
which account for 49% and 47 %,
respectively, of the organic products
consumed around the globe.

Of the 31 million hectares of land
used for organic production around
the world, 7.8 million (25%) are

to be found LAC, which is home to
33% of the world’s certified farms.
Four countries in the region figure
among the 10 countries with the
largest acreage of certified organic
production: Argentina (3.5 million
ha.), Brazil (887,637 ha.), Uruguay
(759,000 ha.) and Chile (639,200
ha.). Mexico has the largest number
of certified farms of any single
country in the world (120,000
farms in 2004). The average size

of 2.5 ha. per farm highlights an
important common feature: most
belong to small producers.
Agro-tourism and rural tourism

are also offering producers
opportunities to diversify their
activities and create alternative
sources of income. Some Caribbean,
Central American and South
American countries have already
implemented important initiatives
in this field.

The use of agriculture as an
alternative energy source has once
again come to the fore, due to the
high prices of fossil fuels. There is
strong, renewed interest in an issue



that first took center stage during
the second oil crisis in the 1980s.
Specific crops, such as sugarcane
and corn, and fast-growing forest
species are used, respectively, to
produce agro-energy - energy for
transportation and heating.

For example, sugarcane, grains
and sugar beet are currently used
to produce ethanol, which has
become a popular substitute for
gasoline. Biodiesel, on the other
hand, is made from vegetable

oils and can be used instead of
conventional diesel. Ethanol
accounts for nearly 90% of total
bio-fuel production and biodiesel,
for the other 10%.

World production of ethanol for use
as fuel more than doubled between
2000 and 2005, while

the production of biodiesel, a more
recent development, increased
almost fourfold.

Brazil, which for over three
decades has had an ambitious
program for producing gasoline
substitute (ethanol) from sugar
cane that has enjoyed strong
government backing and large
private investment, recently
launched programs for the
production of biodiesel. The
United States is heavily committed
to the production of both ethanol
and biodiesel and is spearheading
the conversion of grain (especially
corn) into ethanol, making

the process more efficient and
lowering costs. With Brazil, it
recently launched a major

initiative to promote the
development of bio-fuels.

However, concerns have been
raised about the impact of diverting
grain production to generate energy
instead of to provide food for
humans and animals.

viii. Family agriculture
is important but
undervalued

Historically, family agriculture has
been important in the rural milieu
of the Americas. However, this
type of agriculture has yet to reap
the benefits of trade liberalization
and the farmers remain mired in
extreme poverty.

Although there is no single
definition of the term “family
agriculture,” and there may be
conceptual differences in every
country of the hemisphere,

there is a general consensus

that family farmers live on their
agricultural production unit and are
highly dependent on agriculture

to meet their basic needs. The
workforce usually consists of family
members, while seasonal workers
may be hired occasionally. Only
farmers who own their

own land are usually included

in this category, but there is a

lack of consensus as to the
importance of the market in their
activities. Some experts argue
affirm that they are never involved
in the market, while others argue
that they trade their surpluses.
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Although family agriculture

suffers from major technological,
budgetary and market-related
constraints, there is no doubt that
it makes a significant contribution
not only to agricultural production,
but also to the economic wellbeing
of the poorest segments of the
population.

The importance of family
agriculture to agricultural
production as a whole has been
demonstrated in several studies
conducted in the countries of
the Southern Region, which
have highlighted its true
contribution to agricultural
value added and the creation
of employment in rural areas.
It is estimated that in Argentina
family farms make up 65.6%
of all production units, contribute
20% of the gross value of
Argentine production and
generate roughly 53%

of jobs in rural areas. In Brazil,
family agriculture accounts for
nearly 40% of the total

value of production (on only
30.5% of all available farmland)
and absorbs 76.9% of all
agricultural workers.

Given the socioeconomic
characteristics of family
agriculture and its ties with the
rural milieu, households that
depend on family agriculture
spend a large slice of their income
on food and other locally
produced items. The multiplier
effect for reducing poverty is
much greater than in urban
areas, since any activity that
stimulates demand or rural
employment not only benefits
the direct recipients but also
increases the number of local
transactions and encourages the
development of products with
greater value added.

Equity improving in rural territories

i. Poverty is on the decline, but
the rural milieu continues to
be impoverished

Poverty and indigence!? have long
been major problems in the rural
areas of LAC. For example, in 2005,
almost 60% of the rural population
was poor, and 33 % indigent.

While still quite high, these

figures are lower than those
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reported from 1980 to 2004.
Thanks to progress made between
2000 and 2005, the levels of

both poverty and indigence

fell below those of 1980 for the first
time in the last year of this period.

The most recent data from the
Economic Commission for Latin
America and the Caribbean
(ECLAC) indicate that rural poverty



Poverty and
extreme poverty
in rural areas
fell during the
first half of the
decade

Table 3

Latin America and the Caribbean: incidence of poverty and extreme

poverty, by area, 1980-2005, percentages.

Poor Extreme Poor
Year Total Urban Rural Total Urban Rural
1980 40.5 29.8 59.9 18.6 10.6 32.7
1990 48.3 41.4 65.4 22.5 15.3 40.4
1997 43.5 36.5 63.0 19.0 12.3 37.6
2000 42.5 35.9 62.5 18.1 11.7 37.8
2001 43.2 37.0 62.3 18.5 12.2 38.0
2002 44.0 38.4 61.8 19.4 13.5 37.8
2003 44.2 39.0 61.1 19.1 13.7 36.4
2004 42.0 36.9 58.7 16.9 12.0 33.1
2005 39.8 34.1 58.8 15.4 10.3 32.5

Source: ECLAC (2004, 2005 & 2006)

and indigence rose to their highest
levels in LAC in 2001, and then

began to decline steadily until 2005.

From around 2000 to around 2005,
poverty declined in all 15 countries
for which information is available,
and indigence in 13 of them. In
the latter case, the two exceptions
were Honduras (between 1999 and
2003) and the Dominican Republic
(between 2000 and 2005), where
slight increases in indigence were
reported. The most significant
reductions occurred in Paraguay, El
Salvador, Mexico and Brazil (Figure
5, Chart A).

It should also be pointed out that,
as a result of this positive trend in

the incidence of rural poverty and
indigence, the gaps between rural
and urban areas in relation to both
phenomena were narrowed in a
majority of countries. This was
true for LAC as a whole and at the
country level in Bolivia, Nicaragua,
Paraguay, Peru, El Salvador,
Ecuador, Dominican Republic,
Mexico, Brazil, Costa Rica and Chile.
In Colombia and Honduras, the
gaps widened because of a major
drop in the level of indigence in
urban areas. Despite progress, both
levels continue to be considerably
higher in rural areas: around 2005,
the gaps between rural and urban
poverty and indigence ranged from
less than 5 percentage points in
Chile and Costa Rica, to more than
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20 percentage points in Honduras,
Bolivia, Paraguay, Peru and Panama.

The most notable reductions in
the gaps were reported in Bolivia,

Figure 5

Paraguay, El Salvador, Mexico and
Brazil. The greatest gaps continue to
exist in the area of indigence, with
Bolivia and Peru showing rates as
high as 35 percentage points.

Latin America and the Caribbean (14 countries): evolution of the

incidence of poverty and extreme poverty in rural and urban areas
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Incidence of poverty and extreme poverty in rural areas
around 2000 and 2005
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Source: Prepared based on ECLAC data (2006, Table 4 of the Statistical Appendix)

ii. Poverty is not uniform
in rural labor markets

One phenomenon that
characterizes rural labor markets
in Latin America is the direct
relationship between the
importance of agriculture as a

source of employment and

the incidence of rural poverty,
which underscores the importance
of having a diversified rural
economy. In all the countries

for which information is

available, the incidence of poverty
among those who are self-employed
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in agriculture is greater than the
incidence of poverty among the
total employed population and the
total self-employed population.
The incidence of poverty among
those self-employed in agriculture
exceeds 70% in Honduras, Bolivia,
Nicaragua, Peru, El Salvador,
Guatemala and Paraguay.

The differences between Costa Rica
and Chile, the countries with the
lowest rates of rural poverty and
indigence, are notable. In Chile,

Figure 6

the incidence of rural poverty is
very uniform, which translates into
a distribution of the employed rural
population which is very similar to
the distribution of total employed
poor rural population. In contrast, in
Costa Rica, self-employed workers
are at a considerable disadvantage
with respect to salaried agricultural
workers.

The above is supplemented with
information on the occupational
profile of the poor employed rural

Latin America and the Caribbean (14 countries): incidence of

rural poverty in certain job categories, around 2005

A
Incidence of rural poverty in certain job categories

HN BO NI PE SV PY PA EC MX BR DO CO CR CH
(03) (04) (01) (03) (04) (02) (05) (05) (05) (05) (05) (05) (05) (05) (O3)

Il Agricultural self-employed [l Total self-employed [ Total employed

B
Distribution of poor employed people by job category

R NI HN GT DO CO SV CR CH MX
(03) (04) (05) (05) (05) (05) (01) (03) (02) (05) (05) (04) (05) (03) (O5)

[ Agricultural self-employed [] Non-agricultural self-employed [l Wage earners

Source: Prepared using ECLAC data (2006. Tables 8 and 10 of the Statistical Appendix)
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population, illustrated in Chart B of
Figure 6. Self-employed agricultural
workers account for more than 50%
of said population in Peru, Bolivia,
Paraguay, Panama, Brazil, Ecuador
and Nicaragua, and more than

30% in the other countries, except
Costa Rica, Chile and Mexico. In
those three countries, as well as

in El Salvador and the Dominican
Republic, most of the rural
employed are salaried workers.

iii. Inequality in the
distribution of rural
income is on the decline

According to the World Bank (De
Ferranti, et. al., 2003),13 LAC is the
most unequal region in the world
in terms of income distribution.
However, there are signs of change
both at the national level and in

Figure 7

rural areas. According to data from
ECLAC,4 from the end of

the 1990s through the first half of
this decade, the distribution of
rural income improved in 11 of
the 13 countries for which
information is available; the only
exceptions were Panama and the
Dominican Republic.

Interestingly, some of the most
significant improvements have
taken place in countries with the
greatest inequality, such as Bolivia,
Brazil, Paraguay, Nicaragua and
Mexico. Also, there is a correlation
between the improvement in
income distribution and the
reduction in indigence. In 10

of the 11 countries in which

the distribution of rural income
improved, rural indigence declined.
The only exception was Honduras
(Figure 7, Chart B).

Latin America and the Caribbean (14 countries): evolution of the distribution of rural income

between around 2000 and around 2005
A

Gini coefficient and ratio of top 10% to lowest 40%

B
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iv. Increased vulnerability
hurts the rural poor
the most

Generally, those most affected
by natural disasters are poor
and live primarily in rural
areas. They are more vulnerable
for several reasons: they live
in makeshift housing; have
limited access to expensive
land (forcing them to work

or live on land prone to
landslides, floods and drought);
have little money to invest in
preventive measures; and

usually are less capable of
recovering from disasters.

Based on information in the
EM-DAT data base,!® it is estimated
that from 1990-2006 some 96,000
people died as a result of natural
disasters in the hemisphere: 11.4%
in the Northern Region; 25.8% in
the Central Region; 9.1% in the
Caribbean Region; 51.1% in

the Andean Region; and 2.7%

in the Southern Region.

Table 4 shows the distribution

of deaths by regions and

type of disaster.

Table 4

Deaths caused by natural disasters, by region and type of disaster,
1990-2006.

Drowghs | 0 4| 0 o 12 5

Floods | 2105 960|  3753| 32439 1244 40501

I Includes Guyana, Suriname & French Guiana
Source: Prepared based on information found in the EM-DAT database (http://www.em-dat.net/) on
14 March 2007
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The two natural phenomena
that cause most of the deaths
are floods (42.3%) and
storms (32.5%). Storms
cause more deaths in the
Northern, Caribbean and
Central Regions, and floods
in the Andean and Southern
Regions. Of particular note

is the fact that 50% of deaths
due to natural phenomena
in the Americas occur in

the Andean Region, mostly
from floods.

The preceding data underscore
the vulnerability of three
regions to weather-related
phenomena which generally
have a major impact on
agriculture and rural areas:

a) the Central Region, to drought
and tropical storms;

b) the Caribbean Region, to
tropical storms; and c) the
Andean Region, to floods.

Regional averages, however,
conceal significant national
differences and the effects of
severe events. For example,

according to data from 1990-2006:

¢ 93.1% of deaths from floods
in the Andean Region, more
than 30,000 people, occurred
in Venezuela. However,
almost all those deaths can
be attributed to a flood that
occurred on December 15-20,
1999, affecting the Federal
District of Caracas and the
states of Miranda, Vargas,
Nueva Esparta, Yaracury,

Falcon, Carabobo, Zulia and
Tachira.

70.9% of deaths from storms

in the Central Region, more
than 14,000 people, occurred in
Honduras. However, almost all
of these deaths can be attributed
to Hurricane Mitch, which
occurred in late October-early
November 1998.

In the Caribbean Region, more
than 95% of deaths from
floods and storms occurred

on the island of Hispaniola:
from floods, 76% in Haiti

and 19.8% in the Dominican
Republic; from tropical storms,
87.1% in Haiti and 8.5% in the
Dominican Republic.

In Haiti, more that 90% of
deaths from tropical storms

can be attributed to Hurricanes
Gordon (September 1994) and
Jeanne (September 2004). More
than 90% of deaths from floods
occurred in May 2004.

In the Dominican Republic,
more than 90% of deaths from
floods occurred as a result of
the same storm that hit Haiti in
late May 2004. More than 80%
of deaths from storms occurred
as a consequence of Hurricane
Georges, in September 1998.

The number of people killed in
the five preceding events equals
71% of the estimated deaths
due to storms and floods in the
Americas from 1990-2006.
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v. Education has an
adverse effect on the
competitiveness of
agriculture and rural equity

Even though it has been
demonstrated that education has
an impact on the workforce, such
as increased production while using
the same amount of factors, greater
efficiency in the allocation of
resources and improved adaptation
of new production techniques,

LAC still exhibits significant
shortcomings in terms of both the
coverage and quality of education.
These shortcomings are much
more evident in rural areas, where
the average number of years of
schooling for the population above
25 is half of what it is in urban
areas.

The principal difficulties identified
in instituting successtul educational
systems for the rural population in
LAC are:16

= limited access, especially in
remote areas or areas with a
sparse population;

m the lack of pre-school programs;

m the failure of children to enter
elementary school, or the
tendency to drop out early;

= schools that offer classes for
certain grades only;

= a “bias” in favo