dualistic the distribution of assets in an economy, the longer the time frame that rural poor
people will require to accumulate wealth. Still, for virtually all underlying asset distributions,
high transaction costs stand as major impediments to sustainable growth in incomes of rural poor
people. Further, in contrast to the distribution of productive assets in a number of countries,
they typically are amenable to effective programmatic action.

5.

Program Actions to Create the Enablinl! Conditions for Broadlv Based. Sustainable Rural
Economic Growth

In general, three interactive sets of conditions can be distinguished as essential for broadly
based, sustainable rural economic growth. The three conditions are participation, conducive
policies, and effective organizations. . In practice, lowering transactioncosts for the rural poor
involves creating one or more of these enabling conditions.
The first enabling condition, participation, means involvement of the poor in rural growth not
only as beneficiaries, but, more importantly, as active agents. The second and third conditions
both are institutional. Policies are institutions in the sense that they consist of the rules,
regulations, procedures, etc., essential for the smooth functioning of an open, inclusive market
economy. Development organizations also are referred to commonly as development
institutions. In the agenda's vision statement, institutional sustainability includes both senses of
the term, "institutional."
The subsections below contain examples of program actions that the Bureau proposes to take to
support broadly based, sustainable rural economic growth in Latin American and Caribbean
countries. The program actions illustrate a broad range of possible options, but they are not
exhaustive. The exact form that USAID support for rural growth will .take in an individual
country program will emerge from analysis of the differential incidence of transaction costs as
discussed above.

5.1.

Participation
There is nothing more basic to the development process than participation. This is a
lesson we have learned over the years, but it is one that we have not fUlly appreciated
in all of its implications.

.:

.'

First, broad access by people to their country's economy and participation in
their society's decisionmaking processes are results we seek to support,' they are
fUndamental to sustained development; and
Second, our support is more likely to lead to these results if the development
programs are relevant to people's needs, and for this there needs to be broad
participation by people in defining development priorities and approaches.
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Participation, therefore, describes both the end and the means; both the kinds of results
we seek, and the way that we, as providers of development and humanitarian assistance,

must nurturethose results.12
-.

This statement of participatory development principles by the USAID Administrator furnishes
a contextual framework for the role of participation in the Bureau's rural growth agenda. For
broadly based rural growth to take place, the rural poor must enjoy broad access to markets.
To enjoy effective market access, individuals generally will have more clout if they organize in
groups. In short, participation in organizations often is essential for the rural poor to gain and
exercise economic power.
The forms in which the rural poor can organize themselves to engage as active participants in
a market economy are multiple and often overlapping. They include community organizations,
municipal governments, producer associations, marketing cooperatives, public service nongovernmental organizations, etc. In each case, experience suggests that the relevance,
effectiveness, and sustainability of participatory approaches depend directly on the degree to
which they address four organizational problems:

.

Inconsequentiality:participantsare engagedin an endeavorthat they believe makesor
can make a difference;

.

Cost of organization: participantsperceive the cost of participationto be reasonable;

.

Free riding: participants identify incentives for beneficiaries to provide effective support;
and

.

Assurance: participantsbelievein the organizationalframeworkwithinwhichdecisions
are made.

The principal tools at the Bureau's disposal to support participation for rural economic growth
are technical and organizational assistance and training. In furnishing assistance, the Bureau
proposes to heed two major lessons from past experience. The two lessons, apparently
contradictory at first blush, both have applicability: first, define objectives mode~tlyand clearly,
and keep the focus on results; and, second, adopt an operating style that facilitates and engenders
accountability, but does not control. Characteristics of such a style include tolerance of a degree
of openendedness in program design, patience with consultative processes, long-term
commitment, willingness' to make mid-course adjustments, and openness to the unexpected.
Examples of program actions that the Bureau proposes to take to promote participation of the
rural poor in organizations to increase their economic power appear in Figure 1. In addition to
the individual examples, two overarching programmatic emphases merit special mention:

j
'0
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Figure 1.
i

ENABLING CONDITION: PARTICIPATION
EXAMPLES OF PROGRAM ACTIONS

.

Supportnon-governmentalorganizationsto conductanalysis,to sponsorinformedpublic
debate, and to lobby constructivelyfor economicand environmentalpolicyreforms;

.

Supportdecentralizationof politicalpower to municipalgovernmentsso that the rural
poor can participatemore directlyin decisiomnakingon revenuegenerationand
allocationof local infrastructurebudgets;

.

Supportthe formationof creditunionsas an outlet for rural savingsand as a source of
lendingfor the rural poor;

.

Promotethe use of group lendingand rotatingfunds as mechanismsfor reducingthe
costs of financialintermediationin rural areas;

.

Assist small entrepreneursin organizingthemselvesto acquiretrainingin marketing,
accounting,and other businessskills;

.

Developworkablemechanisms
to involvethe ruralpoor- indigenouspeopleand
women,in particular- as activeparticipantsin the developmentand implementationof
natural forest managementinitiatives;

.

Broadenthe voice of localcommunitiesin the managementof forest reservesand the
buffer zones borderingprotectedareas;

.

Encourageinvolvementof campesinoand campesinagroups in the formulationof
agricultural,environmental,etc., legislation;

.

Promotethe evolutionof producerorganizationsinto providersof servicesfor their
members, includingtechnologygenerationand transfer, marketingassistance,and

.

lobbying services;

.

Assist waterusers in organizingthemselvesto price and managewater efficiently,
equitably,and sustainably;and

.

Encourageproducersand businessmenand womeninvolvedwith agriculturalexportsto
organizethemselvesto enforceand certify compliancewith phytosahitaryregulations.
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Participation by women. As a rule, women in Latin America and the Caribbean face
higher and more intractable transaction costs than men. Examples include: legal and
regulatory barriers to land tenure, inheritance, cooperative membership, and credit; labor
markets that skew employment opportunities and earnings toward men; and home
obligations that constrict women's mobility, time, and energy, and reduce their latitude
to take advantage of economic opportunities. Programs to expand effective access to
productive resources through campesino groups, cooperatives, and user organizations
frequently fail to represent women's interests. The participation of women in
development organizations cannot be treated as a tag-along activity; on the contrary, it
often requires special organizational arrangements.

.

Primary education. In recent years, evidence has mounted worldwide regarding the
high economic returns to investments in broadly based primary education.
Interestingly, the evidence suggests that the return on investment in primary education
for girls at least equals and may exceed that for boys. In the medium term, education
is the tool for promoting participation par excellence. Not only does it provide literacy
and numeracy and enhance the marginal productivity of labor; it also gives people more
wherewithal to take charge of their own lives. In the future, the Bureau proposes to look
to broadly based primary education as a fulcrum of its approach to advance rural
economic growth in the region. 13

5.2.

ConducivePolicies

Cumulative development experience in Latin America and the Caribbean and in other regions
of the world highlights the indispensability of appropriate policies, broadly defmed, for sustained
economic growth. Accordingly, the Bureau attaches highest priority to the formulation,
implementation, and maintenance of policies, laws, and regulations conducive to growth that is
open, inclusive, and broadly based.
During the 1980s, most countries in the region introduced market liberalization measures that
reversed prevailing trends and made the economic playing field more level for rural economic
activity. In the 1990s, the challenge is twofold: first, to avoid backsliding; and, second, to
consolidate existing reforms with complementary sectoral and microeconomic measures. To a
large extent, the measures in question will have to do with lowering the costs of doing business
and broadening the scope for participation in the economy of those who, until now, have enjoyed.
limited economic opportunities.
Figure 2 contains examples of program actions that the Bureau proposes to take to encourage
adoption and implementation of conducive policies.

18

----

.

Figure 2.
"

ENABLING CONDITION: CONDUCIVE POLICIES
EXAMPLES OF PROGRAM ACTIONS

.

Supportpolicy analysisthat examinesthe incidenceof policy alternativeson different
segmentsof the rural poor;
Supportthe creationof a policyenvironmentthat encourages-- or, at a minimum, does

.

not inhibit - free association for all, including the rural poor;

.

Encourageshifts in publicexpendituretowardbroadlybasedprimary education;

.

Promotemaintenanceof marketliberalizationpoliciesput in place over the last decade;

.

Supportinitiativesfor increasingthescopeof freetrade- for example, incorporation

.

Encourageamendmentof commercialcodesto guaranteeenforcementof contractsin
rural product and factormarketsand to increaseaccessto legalprotectionfor the rural
poor;

.

Supportpolicy initiativesto price water, forest products, and other naturalresources in
accordancewith their economicscarcityvalues;

.

Supportmeasures- landtaxation,for example-

withinthe North AmericanFree Trade Agreement--and measures,including
simplificationof importand exportprocedures,to enablethe rural poor to diversifytheir
economicactivityand gain effectiveentry to expandedmarkets;

to liberalize land markets to

encourage rational land use;

.

Encouragepoliciesthat reducecostsof financialintermediationand promotelending
whereverit is potentiallyprofitable,includingboth non-agriculturaland.agricultural
activities;

.

Promote investments by both public and private sectors in rural areas - rural access
roads and agroprocessingplants, for example that tie rural households into broader
markets in which they can amplify their sources of economic livelihood beyond
agriculture;

.
.

-

.

Encourage removal of policies and regulations that block market entry for small firms;
and

Developeffectivecompensatoryschemes- targeted food programs for vulnerable
households,for example- to alleviate the burden of structural adjustment and related
policy reforms on the poor.
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USAID's role in policy reform is to encourage, support, and cooperate with host country
governments to bring about and maintain in force policy changes conducive to broadly based,
sustainable rural economic growth. In practice, USAID support can take many forms, including
.

technicalassistance,training, appliedresearch,and direct policy dialogue.
5.3.

-.

Effective Organizations

Development organizations often are indispensable to lower transaction costs for rural people.
In effect, taxes do not get collected unless there are tax agencies, water rights do not get
established and enforced in the absence of water use organizations, price information does not
get disseminated in the absence of price information services, the exigencies of foreign markets
do not become internalized without export certification programs, consumers do not enjoy
protection from pesticide abuse without appropriate regulatory agencies, rural savings do not get
mobilized in the absence of local savings institutions, the rights of the rural poor do not receive
protection unless there are legal services organizations, etc. Consequently, the Agency's
commitment to broadly based. rural economic growth carries with it the need to make
organizational development a focal point of attention.
The discussion of participation above looks at organizations from the perspective of how they
can help the rural poor gain broader access to markets. This subsection looks at effectiveness,
that is, how development organizations can do well what they are supposed to do, whether the
rural poor participate directly in them or not.
Although there have been some notable successes, the task of nurturing development
organizations and making them sustainable has proven to be arduous, and the Agency's track
record admittedly has been mixed. A recent review of the Bureau's experience in supporting
agricultural policy analysis units, agricultural research and extension agencies, and nontraditional agricultural export promotion institutions in the region suggests three operational
lessons for increasing the efficacy of its organizational development support programs in the

future:

.

.

Pragmatism in dividing responsibilities between public and private sectors. The 1980s
witnessed a dramatic shift of development activity toward the private sector, including
civil organizations. On the whole, the shift has been healthy. In certain instances,
though, the goods and services provided may be of such a public-goods character that the
public sector cannot shed its responsibility to fund the functions in question

-- though,

even t~en, it still may be advisable to contract with the private sector to perform them.
In the future, a more pragmatic appro.ach toward whether to lodge responsibility for
development organizations in the public or private sector appears in order. In the final
analysis, the guiding criterion needs to be what will work. 14

.

.

Client-orientation. Traditionally, organizational development has concentrated on the
provision of organizational inputs. In practice, this approach has begged fundamental
20

j

,.

questions of definition of mission and led to a failure to develop a client base to sustain
the organization financially over time. This trend has been exacerbated by the knowledge
.

that, when push came to shove, USAIDcould be countedon as a reliable donor of last
resort. This is not to say that the Agency should abandon fledgling organizations
prematurely, but mechanisms clearly need to be developed to promote attitudes of selfreliance and more of a market-driven, client orientation.

.

Internal management. Continued reliance on external funding has made it natural for
development organizations to fail to take a hard look at themselves, to define their
clienteles and their products clearly, and to organize themselves in a cost-effective,
businesslike fashion to accomplish their agreed upon mandates. In the future, the
internal management of development organizations merits additional attention.

Examples of ways the Bureau proposes to learn from these lessons and provide organizational
development support in the future are presented in Figure 3.'

".
.~
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Figure 3.

ENABLING CONDITION:

EFFECTIVE ORGANIZATIONS

EXAMPLES OF PROGRAM ACTIONS
.

Assist indigenousnon-governmentalorganizationsin the developmentand use of sound
managementpractices;

.

Strengthenthe capacityof cooperatives,resourcemanagementand user associations,
producergroups, and credit unionsto provideserviceseffectivelyto their members,and
expandthe access of womento the servicesprovidedby such organizations;

.

Increasethe coverage, suitability,and professionalismof organizationsproviding
technicaland managementtrainingfor microenterprises;

.

Assistgovernmentagenciesin developingpersonnelpracticesthat rewardserviceto
marginalizedclienteles;

.

Supportthe creationof marketinformationservicesthat enablethe rural poor to make
more informedmarketingdecisions;

.

Developan organizationalframeworkfor the introductionof transparentmarketing
instrumentssuch as depositcertificates,warrants, etc.;

.

Develop programs to privatize public input-supply stores, commodity-marketing
agencies, and agroprocessing facilities, and, to the extent possible, assist clients to take

them over and managethem;
.

.

Encouragethe developmentof cost-effectiveland registrationand titlingsystemsto
providesecure propertyrights for small holders, facilitatemarket-basedland
transactions, and promote rational land use;

.

.

Supportthe design of operationalmechanismsto enablesmall farmers to articulatetheir
views and affect the budgetallocationdecisionsof publicresearchand extension
agencies;

.

Strengthenpublic and privateorganizationsto formulateand to meet the recurrent
requirementsof policiesand regulationsaffectingpropertyrights, pesticideuse, pollution
control, and natural resoutce managementand protection;and

.

Assist localorganizationsin creatingand respondingto "greenmarkets," that is, markets
that place a premium on productsproducedin an environmentallyfriendlymanner.
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This brief profile of the rural poor in the region is taken from Roberta van Haeften, "Rural
Poverty," LAC TECH Bulletin No.3, Washington, 1994, which in turn is derived largely
from Idriss Jazairy, Mohiuddin Alamgir, and Theresa Panuccio, The State of World Rural
Poverty: An Inquiry into Its Causes and Consequences (New York: New York University
Press, 1992). The USAID-assisted countries included in the analysis consist of Bolivia, Costa
Rica, the Dominican Republic, Ecuador, EI Salvador, Guatemala, Haiti, Honduras, Jamaica,
Nicaragua, Panama, and Peru.
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See U.S. Agency for International Development, "Strategiesfor Sustainable Development, "
Washington, 1994.

3.

The landmark events in the evolution of the agenda include: (1) the December 1992 LAC
TECH Project Workshop, which looked seriously at the disturbing trends cited in the text and
the extent to which the Agency's then current "Strategic Guidelinesfor Programming
Assistance for Agricultural Development and Natural Resource Management: Latin America
and the Caribbean" responded adequately to them; (2) the April 1993 concept paper entitled,
"Rural Growth and Sustainable Development: A Proposalfor Guiding A.J.D. 's Assistance to
Latin America and the Caribbean, " in which the Bureau's Rural Development Division
summarized the major conclusions of the LAC TECH Project Workshop; and (3) the
September 1993 Regional Workshop for Agricultural Development and Environmental
Officers, which traced out operational implications 'of the Rural Growth and Sustainable
Development proposal.
The Bureau is indebted to Alain de Janvry of the University of California-Berkeley for his
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agenda's final content lies entirely with the Bureau, however.
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Interestingly, a recent c~oss-nationalstudy suggests that the greater a country's intensification
of agriculture, the less land is subjected to clearing. See Douglas Southgate, "Tropical
Deforestation and Agricultural Development in Latin America, " Discussion Paper 91-01,
London Environmental Economics Centre, University College, London, 1991.
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6.

The Appendixprovides a fuller explanationof how growthin rural incomesfeedson itself. It
also summarizesthe potentialcontributionsof agriculture,forestry, and non-farmincome
generationto that process.

7.

The proposal to view rural poor people as active economic agents is not to deny the need for
measures to mitigate the negative short-term effects of structural adjustment, natural disasters,
etc., on vulnerable groups of poor people; nor is it to ignore the need for safety-net programs
for the chronically poor. To say that the rural poor respond to market signals is not to say
that each can be a Horatio Alger.
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legislation, passed decades ago to protect beneficiaries from eviction, now acts effectively as a
straitjacket to their and their children's mobility. In other countries, land markets are so
fragmented that small farmers often can liquidate their h~ldings only at firesale prices.
The aspiration of a typical small farmer is not to continue as a small farmer; it is either to
become a larger farmer or to move out of farming entirely. Land markets must allow him or
her to do the latter as well as the former. Over time, a typical economy will experience
growing urbanization, on the one hand, and consolidation of farm enterprises, on the other.
The flip side of consolidation is that many small farmers eventually get out of farming.
Currently, labor markets in the region do not always allow rural poor people to dispose of
their holdings when and as they want to. In other words, the land problem of the rural poor
is one not just of access, but, more fundamentally, of choice.

12.
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.

13.
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Update, " Policy Research Working Paper, The World Bank, 1993; and Lawrence Summers,
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132.

14.

For paradigms to think through the appropriateness of different divisions of responsibilities
between the public and private sectors, see Kerry J. Byrnes, "Public, Private, and
Independent Sectors in Sustainable Development, " LAC TECH Bulletin, Washington,
forthcoming.
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APPENDIX

To amplify the context in which the agenda is conceived, this appendix offers a brief discussion
of the contributions that agriculture, forestry, and non-farm income generation can make to
broadly based, sustainable rural economic growth. Although additional primary sectors could
be highlighted, there are four reasons that forestry is singled out to complement agriculture and
non-farm income generation. First, 60 percent of the region lies under forest cover; second, in
many countries in the region, forestry is a major productive sector; third, Latin American and
Caribbean forests are home to what arguably is the richest store of biodiversity in the world;
and, fourth, how forests are managed has direct effects' on other natural resources, especially
watersheds and soil quality.

1.

Agriculture

Very briefly, there are four key ways in which agriculture contributes to economic growth:
.

Agricultural development typically reduces real food prices and thus distributes benefits
broadly to consumers. Much of the benefit is translated directly into improved nutrition
among low-income groups. Low real food prices also ease pressure on wages, which
increases the competitiveness of domestically produced goods and services
internationally.

.

As agriculture grows, it generatessubstantial backward and forward linkages. The
linkagesinvolvenotonlyagriculturalinputindustriesand the processing,marketing,and
transport of agriculturalproducts, but also sectors beyond agriculture per se. Thus,
agriculture can be a major engine of overall economic growth not only initially but
throughoutdevelopment.

.

Agriculturetypicallyemploys-- directlyor indirectly-- a sizableproportionof a
country's poor. Thus, growth in agriculture normally has a salutary equity effect.

.

,"

Successfulagriculturaldevelopmentis sustainabledevelopment,that is, one that strikes
a balance between enhancementof the productivity of the natural resourcebase and
protection of the environment.

Most observers readily acknowledge the critical role of agriculture in early stages of
development. As the contribution of agriculture to the national economy declines in proportional
terms over time, however, there is a tendency to conclude that agriculture's job is done and that
-- in most Latin American and Caribbean countries, for example -- attention can be shifted
wholesale to other sectors. Such a conclusion ignores agriculture's significant backward and'
forward linkages, that is, the extent to which agriculture demands goods and services elsewhere
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and the extent to which other sectors depend on agriculture in order to prosper -- and that these
linkages, far from diminishing, become increasingly important over time.
As agriculture takes on less of a subsistence and more of a commercial character, demand
increases for manufactured products and related agricultural services. Farmers need improved
seeds, agrochemica1s, and processing, storage, and transportation services. Farm households
enjoy higher real incomes and demand a wider variety of consumer goods and services.
Initially, demand expands for local, labor-intensive services -- transportation, restaurants, hotels,
and housing construction, for example. Reduced food prices benefit low-income consumers and
reduce pressures on non-farm wages. As incomes continue to grow, demand for manufactured
consumables increases, which in turn leads to expansion of facilities that are dependent, in some
cases, on agricultural inputs for processing and, in others, on agricultural exports for the foreign
exchange to support industrial growth.
Continuing economic growth leads to additional structural change. Rising incomes bring about
changes in diet, as people eat fewer cereals and more meat, fish, fresh vegetables, and fruit.
Declines in human consumption of cereals often are matched or exceeded by increases in the
demand for cereals as livestock feed. Changing diets encourage regional specialization and
increased investment in agroprocessing industries, and interregional and international trade in
food and feed commodities takes on increased importance.
What is the relative order of magnitude of the ecOnomic importance of agriculture, taking into
account this array of backward and forward linkages? Taken together, primary agriculture and
its linkages backward and forward can make up half of a country's total economic activity, even
at relatively advanced stages of development. In EI Salvador, for example, agriculture
contributes approximately 24 percent to Gross Domestic Product, and agroindustry contributes
another 12 percent, where agroindustry is defined to include food products, drinks, and tobacco.
If one were to add other agricultural processing, agricultural input.industries, and the utilities,
transport, storage, communications, marketing, financial, public sector, and personal services
associated with agriculture, the total contribution to the economy of the combination of
agriculture and its backward and forward linkages probably would constitute close to 50 percent
of El Salvador's economic activity.
A note on non-traditional agricultural exports. Although markets for non-traditional primary
agricultural products are not ample enough to accommodate the production potential of the rural
sector at large, sufficient evidence now has been amassed, particularly during the past decade,
to suggest that the satisfaction of selected niche markets can be lucrative for farmers, generate
sizable export earnings, and bring dynamism to a broadly based rural growth strategy. Despite
the common perception that the benefits of promoting non-traditi~~al agricultural exports accrue
to a small number of elite producers, the evidence is not so clearcut. In fact, available data
suggest that there are instances in which large numbers of small farmers engage in production
of non-traditional products as a risk-diversification device. Moreover, there appear to be
conditions, amenable to policy intervention, under which the employment benefits of non-'
traditional agricultural export growth can be quite diffuse. The multiplier effects of production
26
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can be substantial, forward as well as backward. Indeed, women often are the principal
beneficiaries of the creation of new jobs, especially where small processing plants are
established.
In a similar vein, widespread concern has been expressed about the fertilizer- and pesticideintensity that typifies production of a number of non-traditional agricultural exports. Although
there have been abuses, again, the empirical record suggests that environmental and health
concerns not only can be mitigated, but can be addressed effectively with appropriate policy
interventions.

2.

Forestry

Forestry and forest-based economic activities rarely receive high priority in development
planning, but their contribution to rural growth can be substantial. Forest resources constitute
a foundation on which sustainable domestic and export industries can be built. They provide
common goods and services, including watershed protection, soil erosion control, and a home
for countless numbers of plant and animal species. In some cases, they also offer opportunities
for ecotourism.
Although Latin America and the Caribbean contain more than half of the world's remaining
tropical forests, the rate of deforestation in the region is about 1.3 percent annually

-- the highest

in the developing world. The consequences are profound. Land degradation, soil erosion and
loss of fertility, watershed deterioration, siltation, and degradation of coastal resources all result
from forest conversion and loss.
Latin America and the Caribbean also contain a wealth of biodiversity largely unparalleled
elsewhere in the world. Conversion of tropical forests and human encroachment on other critical
habitats -- dry forests, wetlands, grasslands, mangroves, and coral reefs -- threaten these rich
and still largely undescribed flora and fauna. Species extinction is taking place virtually.
everywhere in the region and at unprecedented rates likely to increase in the future.

Forestry, like agriculture, is a derivativeof natural resources -- soil, water, and air. Trees
either are managed as crops, protected in parks, or convertedto other uses, typically crop
cultivationor grazing. Althoughforests often are natural, they are a resource to be managed
just like other resources, and will continue to be vulnerableuntil they are put on the same
footing as agricultureand other economicpursuits.
As a rule, the policies that have "gotten prices right" in agriculture have passed forestry by.

More than that, manynationalpolicies--the bias of land tenurelegislationagainstforestry, for

example -- actually have discriminated against rational land use and promoted cropping in areas
unsuitable for repeated harvesting. A bad situation has been made even worse by wen
intentioned trade policies designed to protect fledgling domestic wood processing industries t..y
guaranteeing them a cheap source of raw materials. The net effect of the overall policy mix has

27

----------..

been to restrict countries' access to the world's most profitable timber markets, discourage
production of non-timber products, and cheapen the value of forests and logs domestically. As
one indicator of the magnitude of the loss incurred, forest product trade imbalances in USAIDassisted countries in the region now total more than $500 million per year. Change clearly is
called for to remove distortions in scarcity signals and to allow market forces to furnish
incentives to manage forests responsibly and sustainably.
Green markets offer a promising outlet for private enterprise to internalize environmental costs
and share them with conscientious consumers.
Certification of pesticide-free and
environmentally friendly export produce is making inroads in the United States through retailers
such as Fresh Fields and producer certification such as the Rainforest Alliance's Smart Banana
Program. The recent proliferation of independent groups offering verification of timber and
forest products emanating from sustainable forest management practices expands the green
markets concept. It remains to be seen how far the expansion can be pushed in the absence of
broad-scale timber trade liberalization. Nevertheless, in the absence of strong political will and
regulatory capacity, consumer-driven green markets may offer one of the more attractive
program options to get forestry prices right and furnish strong market incentives for more
sustainable agriculture and natural resource management practices.
3.

Non-Farm Income Generation

Non-farm economic activity, including microenterprise development, has proven an effective,
and increasingly important, mechanism for alleviating poverty and raising the incomes of rural
poor people in the region. Facing slow growth of labor absorption in farming and the risks
inherent in agricultural pursuits, rural farm households frequently look to non-farm economic
activity as a way to augment and stabilize their incomes. Non-farm activity is especially
consequential both for households with small land holdings and for households with no land at
all, which typically is the portion of the rural population most difficult to reach effectively .
through development assistance programs. Overall, studies have shown that the majority of
Latin American and Caribbean rural households obtain a substantial proportion of their income - between 30 and 60 percent -- from non-farm sources.
Although non-farm income generation and microenterprise development typically are not
themselves an engine of growth, they can be a significant component of a people-oriented rural
growth strategy. In addition to increasing income and reducing poverty among participants, nonfarm economic activity in rural areas can be instrumental in supplying goods and services to
rural and urban markets, in stemming migration to cities, and in improving living conditions in
rural areas themselves. Microenterprise development also appears an effective mechanism for

raising the incomesof womenand, more generally,for reducingrural incomeinequality.1

IFor lessons learned in non-farm income generation and microenterprise development programs, see
John Magill, "Strategies for Microenterprise Development in Ecuador," GEMINI Project Report,
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Washington, 1994; and James T. Riordan and Amy Kim Buckner, "RuralNon-FarmIncome," LAC
TECH Bulletin,Washington,forthcoming.
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