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1 INTRODUCTION

The goal of the International Development Research Centre (IDRC) Rural Poverty and
Environment (RPE) Programme Initiative (PI) is to support participatory action-learning-
research, policy and institutional innovations and reforms. RPE Pl contributes to the
development of networks, partnerships and communities of practice, in order to strengthen
organisations, policies and practices that enhance the food, water and income security of
the rural poor, including those living in fragile or degraded upland and coastal ecosystems.

In order to achieve this, RPE will support activities in four outcome areas:

1. Building effective environmental governance where all stakeholders, including
marginalized groups, participate in environmental and natural resource
management;

2. Enhancing equitable access and use rights to natural resources by strengthening
the negotiating capacity of the rural poor to defend or expand their rights to natural
resources;

3. Strengthening communities’ capacity to respond to and benefit from integration
within wider social and economic systems (i.e. urbanisation, globalisation and
market integration); and

4. Adaptive learning.

It is in the context of the third outcome that the RPE PI is developing a programming
capacity on ‘Productive strategies for poor rural families to participate successfully in
global economic processes’. In November 2005, IDRC invited the Overseas Development
Institute in London to implement a Scoping Study in order to prepare an agenda of priority
research for this RPE Pl theme. The aim of the Scoping Study is to provide a conceptually
robust and empirically sound rationale for the allocation of some CAD$1 to 4m in research
Calls for Proposals that will be launched each year in the remainder of the five years
program cycle from July 2006 to 2010. The emphasis is on transformative research that
will not just study the conditions of the rural poor — but undertake the research necessary
to change them. The need was articulated for a research agenda that will be concerned
with diagnosis but especially with inspiration. During the study ODI will:

1. Identify and review research directions and actors by: preparing an agenda of
priority research areas; highlight critical issues regarding methodologies; identify
on-going working within the scope of the theme by other donors and related
institutions; and, identify potential partners;

2. Provide recommendations that enable RPE to build a coherent programme of
research in this area, including possible collaboration with other IDRC programmes
— such as Globalisation, Growth and Poverty (GGP);

3. ldentify the policies, process and institutions that will expand the potential benefits
of wider linkages to the rural poor and allow the development and dissemination of
these findings with researchers, NGOs and civil society groups and policy-makers
in the South; and

4. ldentify ways to enhance the capacity of rural communities to develop their own

indigenous capacities and define their own productive strategies to improve their
livelihoods.
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There are four phases to the study:

¢ An inception phase when the study team and members of IDRC’s RPE programme
held discussions and made agreements on how the study would be implemented
(see Inception Report);

e Regional scans for six target regions with documents produced and distributed in
February and March 2006;

e A country study for each region, Bolivia will be the case study country for the
Central Andes region. Results from the regional scan and country study will be
presented and discussed at a workshop to be held in La Paz in April 2006; and

e Results from all regional scans, country studies and workshops will be brought
together by the London based team to develop a research investment strategy
which will be presented to IDRC in June 2006

The current document is a regional scan for the Central Andes region with the objective of
identifying:
e Regional research themes that are related to how global economic processes can
have a positive impact on rural poverty and the environment; and
e Potential IDRC RPE research partners and implementers of research in the region.

The scan is based on a methodological framework, which can be found in the study
Inception report, and the document has the following structure:

o Brief overview of socio-economic development issues in the Central Andes region.
e Aregional perspective on:

o How can poor rural households adapt their livelihood strategies to benefit
from participation with global economic processes?

o How can the enabling environment be enhanced to support the successful
participation of the rural poor?

e An overview of contemporary and likely future relevant research activities which
that will:

o0 indicate ‘gaps’ in the research agenda; and

o identify potential future partners for IDRC’s RPE programme initiative
between 2006 to 2010 as either co-financiers or undertakers of relevant
research in the ‘region’.

e Alist of possible research themes.

The document will be circulated within the study team, to IDRC and to people within the
region for comment in order to improve its content and relevance.

2 THE CENTRAL ANDES REGION

The central Andes region is comprised of Bolivia, Ecuador and Peru, countries that have
similar government structures based on being republics. The legal systems for Ecuador
and Peru are based on civil law and in Bolivia on Spanish law and the Napoleonic code
(see Table 6 in Annex 2). The countries have strong similarities in terms of the cultural
make-up of the populations with a large proportion of the people from Quechua or Aymara
descent (see Table 7 in Annex 2).
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The region has similar high levels of poverty, but Bolivia is bottom of the group in all
measures and is reported to have two thirds of its population in poverty and a third in
extreme poverty (see Table 7 in Annex 2). Bolivia is also the poorest of the three countries
in terms of total and per capita GDP. Inequality in the region is higher than expected given
per capita income, and there are huge inequities in the distribution of assets, including
education, land and credit. Between men and women, indigenous and other groups and
urban and rural dwellers. this poor distribution of assets and spatial and social distance
between people, between people and governments, and between localities are serious
and wide ranging.

The proportion of the GDP from agriculture and the number people employed in this sector
is low for all countries. This is related to all the countries having a large proportion of the
economy in non-renewable resources such as gas, oil and minerals. There is estimated to
be a large difference between urban and rural incomes in all countries (see Table 8 in
Annex 2).

There is a general lack of political stability in the region, Bolivia has had 6 presidents since
1997 and Ecuador 7 since 1988. Peru has seen more stability with only 2 presidents over
the last decade, but all countries have had either coups or experienced strong street
demonstrations to force the resignation of presidents for reasons of corruption or general
dissatisfaction of government performance. In Ecuador a macroeconomic crisis in 1999 led
to the dollarisation of the economy (World Bank, 2004). The area in general suffers a lack
of confidence in government and a general distrust of the private sector and big enterprise.
The former is related to corruption and the ineffectual nature of state intervention and the
latter is related to either being exploited or feeling that the private sector is exploitative.
The political debate tends to be polarised between the strong believers in neo-liberal
policies and that the private sector and economic growth with improve people’s well being,
and those who believe that action by state and civil society to constrain the private sector
and the markets is necessary to make any real difference to the poor.

Peru is the largest of the three countries in terms of both land area and population,
Ecuador has the highest population density and Bolivia has the smallest population and a
very low population density (see Table 9 in Annex 2). One of the big differences in the
countries is the access to the sea, and the diversity of the countries in terms of ecological
zones. Bolivia is landlocked and has an ecological zones that vary from Amazonian forest,
tropical pampa, a part of the Pantanal, semi-arid forest in the Chaco, Andean valleys and
high Andes that ranges from the wetter highland areas around the Lake Titicaca through to
highland desert in the south of Potosi. Peru and Ecuador have dry desert like condition on
the Pacific coast, Andean valleys and highlands and Amazon forest. Around half the area
of the countries is covered by forest and Bolivia has one of the largest protected forest
areas in the world. The estimated amount of land cultivated is low at around 3% with the
highest being in Ecuador, at 8.4% (see Table 10 in Annex 2).

There has been a very strong expansion of land cultivated in Bolivia and Peru during the
last 15 years, but in Ecuador the cultivated land area has remained almost constant (see
Table 11 in Annex 2). In Bolivia the expansion has led to a large increase in the area of
land cultivated per agricultural person. There have also been increases in Ecuador and
Peru, but Peru has a far lower cultivated area per person than the other two countries (see
Figure 2 in Annex 2). The increase in land area per agricultural person in Ecuador must
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have been caused by migration of people, whereas the increase in land area cultivated in
Peru has only covered the increase in agricultural population.

The most important group of crops are food grains in terms of land area cultivated. Maize
is the most important grain crop in terms of land area cultivated, but rice is the most
important in terms of grain production. Bolivia has seen a rapid expansion in oil crops, in
particular soybean, which has taken place in the tropical lowlands of the country. Coffee is
important in Ecuador and Peru and cocoa is important in Ecuador. Surprisingly root crops,
which are dominated by potato, make up just under ten per cent of the cultivated land area
(see Figure 3 in Annex 2).

Bolivia is a country with a high level of investment in livestock with almost 1 livestock unit*
per person, similar to Brazil and Argentina. The mix of livestock species is strong in this
country with important populations of cattle, sheep, goats, camelids, pigs and poultry. Peru
has a similar variety of species, but the number of livestock units per person is much
lower. Most of the livestock units in Ecuador are concentrated in cattle and this country
also has few livestock units per person (see Table 12 in Annex 2).

All countries are part of the trading pact of Andean countries? (Comunidad Andina, CAN)
and Bolivia has agreements with MERCOSUR. There differences between the countries
in terms of the main trading partners. Bolivia has strong links with the MERCOSUR
countries (Brazil, Argentina and Chile), with a relatively low official import and export from
and to the USA. These figures do not include the illegal export of coca and its derivatives.
In Peru and Ecuador, USA, EU and Asian countries are important trading partners. In all
countries the influence of the Andean Community countries varies, but is perhaps not as
big as would be expected given that all countries are members of the Comunidad Andina
(see Table 6 and Figure 4 in Annex 2). Recent bilateral free trade agreements with the
USA are further undermining this already weak trading group.®

The main export products from the region are gas, oil and minerals with agricultural
products being of relatively low importance, although there are some agricultural export
successes. Bolivia has an important industry dedicated to the export of soya and soya
products, and in the past had success in cotton. Ecuador has become an important
exporter of cut flowers and Peru is having success in the export of fruit.

The recent increases in oil and mineral prices have created trade surpluses in Bolivia and
Ecuador and only a small deficit in Peru. All countries report medium to low levels of debt,
but Bolivia has benefited recently from being a part of the Highly Indebted Poor Countries
Initiative. This country is also heavily dependent on aid and is the only country to have
seen a reduction in GNI per capita between 2000 and 2004. Bolivia saw a heavy reduction
in foreign direct investment in the early part of this decade, whereas Ecuador and Peru
have had a slow increase in FDI (see Table 13 in Annex 2). There is also international
migration from the study countries and remittances in the region have increased in recent
times (IDB, 2004 see Table 14 in Annex 2).

! A livestock unit is equivalent to a cow weighing 500 kilos liveweight.
? Bolivia, Peru, Ecuador, Colombia and Venezuela
® Peru signed a FTA with the USA on 9" March 2006.
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2.1 SUMMARY

The economies of the central Andes countries are not heavily dependent on their
agricultural sector, but rely on the production of gas, oil and minerals. Therefore, the
recent increases in international prices for these products has improved the trade balance,
has stimulated the economies and has improved government finances. However, this is at
the end of a lengthy period of low growth, with little impact on poverty levels and
continuing high levels of inequality. A high proportion of the population are still found in
rural areas, where levels and depth of poverty are high and there is a high dependence on
agricultural activities. The result has been social unrest in the region, and in Bolivia and
Ecuador very unstable governments. The challenges facing the countries are about using
the improved economic climate to put in place measures that can resolve the serious
social problems in the region. The benefits of reducing poverty are not just about having a
healthier and happier society, according to Perry et al (2006) it will help to strengthen
economic growth and allow the region to compete more strongly with the Asian
economies.

3 REGIONAL PERSPECTIVE

The regional perspective section sets out to answer two key research questions relating to
rural poverty and the participation of the poor in global economic processes:

e How can poor rural households adapt their livelihood strategies to benefit from
participation with global economic processes? Which will be answered through
looking at how the rural poor can and do engage in global economic processes.

¢ How can the enabling environment be enhanced to support the successful
participation of the rural poor? Which will be answered by identifying the
constraints of the rural poor to further engagement in the global economy and what
are the appropriate policy interventions to address these constraints.

3.1 HOW CAN POOR RURAL HOUSEHOLDS ADAPT THEIR LIVELIHOOD
STRATEGIES TO BENEFIT FROM PARTICIPATION WITH GLOBAL
ECONOMIC PROCESSES?

3.1.1 Understanding the context

In Bolivia, the rural areas have the highest and deepest levels of poverty. Poverty levels
are particularly severe in the rural areas of the Departments of Chuquisaca and Potosi,
areas where there is also a higher proportion of rural people. Poverty is also more
prevalent where there is a higher proportion of people from the Quechua and Aymara
indigenous groups. These families rely on agricultural as their main income source and
work small plots. Their contact with input and output markets is limited by poor road
access. In addition their education levels and access to health care are low (Rushton,
2001; Government of Bolivia, 2001). Since 1992 the size of the rural population has
changed little, which is related to rural to urban migration, and, according to the
Government of Bolivia (2001), the rural areas have stagnated in economic and social
terms, with living standards being well below the national average. This pattern reflects the
reality in the valley and high Andes regions of the country, but does not fit well with the
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tropical lowlands where soya, coca, rice, sugar, cotton and cattle production have
contributed to a dynamic regional economy.

In Ecuador 60% of the rural population are reported to be poor. These poor people are
reported to live in households with larger families, have less education, greater
unemployment levels and have poor access to basic services. Their activities are
concentrated in the agricultural sector, but they have poor access to land and what land
they have is usually of poor quality. The worst off groups are the agricultural labourers
(World Bank, 2004). In terms of geographic distribution the rural regions around Quito and
Guayaquil have better opportunities and this is reflected in the possibilities of improving
the productivity from the land.

In Peru the indigenous people, children and women are noted as being socially vulnerable
groups. The Quechua and Aymara speaking groups have higher levels of poverty in
comparison to other social groups. Women have less education than men and young
children (0-5 years old) have higher poverty rates than other age groups for children. The
latter indicates that poor families have larger and younger families. Families with a large or
major proportion of their income from agriculture are more likely to be poor. Poor families
also have lower levels of education, have a larger family size, have poor access to basic
health care and credit (Japan Bank for International Cooperation, 2001). There are higher
levels of poverty in the Peruvian Sierra (the valleys and high Andes) and also the Amazon
region. In the Sierra it is estimated that 81% of the rural population live in poverty and 57%
are in extreme poverty (IFPRI, 2006).

In all countries, women’s household economy contributions are mainly from livestock (54,
41 and 47 percent respectively), in comparison with agricultural activities (16, 37 and 35
percent, respectively).

Being a rural poor person in the region is related to poor access to basic services, input
and output markets, having limited access to good quality land, being reliant on agricultural
as a source of income and having poor education and poor access to basic health
services. These factors are made worse if the person is from an indigenous group and if
they are women.

Table 1.  Proportion of the urban and rural population with access to sanitation, drinking
water and health services and the average number of years of education.

Adequate sanitation|Safe drinking| Health Education mean

Country (1990-1997) water (1995)| services |years of schooling (1999)
Urban Rural |Urban|Rural|lUrbanRurall  Urban Rural
Bolivia 74 37 88 43 | 77 | 52 9.0 5.6
Ecuador 95 49 81 10 | 70 | 20 NA 6.4
Peru 89 37 91 31 | NA | NA NA 7.6

All countries are experiencing strong rural to urban migration patterns. In Peru and
Ecuador this has also been associated with the urban poor being a larger population than
the rural poor and also being vulnerable to changes in economic growth (World Bank,
2004; Japan Bank for International Cooperation, 2001). In the late 90s both these
countries saw a significant increase in urban poverty, which was reversed during the last 5
years. In Bolivia, links with the rural areas from families who moved to urban areas in the
last 20 years have remained strong. Families who have moved to a nearby city or town still
cultivated their rural based plots to supplement their access to basic foodstuffs. These
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links, however, are not and probably cannot be as strong where people and families have
moved from the high Andes rural regions to the city of Santa Cruz, purely for the reasons
of physical distance. In terms of peri-urban agricultural, there are some areas where this is
practiced, but it is of less importance than the continued links with rural areas as described
above.

Potentially the poor links between urban populations on the threshold of poverty with rural
areas is creating a vulnerability to changes in economic growth and job creation. Without
rural links these people have little to fall back on.

In Ecuador there has been a very successful expansion of the cut flower export, which has
generated income for rural women (World Bank, 2004). In the highlands of Peru there has
been successful development of camelid wool processing and marketing systems. In
Bolivia, there have been a number of successes in terms of agricultural exports, but of
greatest direct significance to rural poor people has been the growing export of quinoa®
and to some extent the export of garlic and dried and salted broadbeans. Marshall et al
(2005) demonstrate the linking of non-timber forest products to global economic processes
through three different routes: an informal chain that exports incense to neighbouring
countries, a more formalised chain at the processing and marketing sections that export
chocolate to Europe and a formal chain that sell palm craftwork products to tourist.
Indirectly many poor groups, with linkages to poor rural groups, have benefited from the
growth and dynamism of the agricultural sector in the Department of Santa Cruz. This has
generated work in terms of seasonal harvesting of crops and service related jobs in the
city of this region. The country has also generated employment in the growing of coca and
it's processing, the barriers to the latter sector are about drug control and have created
various social problems in Bolivia in the last 10 years.

Migration has been a common activity of many poor rural families in the region, in
particular seasonal harvesting of crops. The economic crisis in Argentina created problems
for many rural poor in Bolivia. However, the growth in the neighbouring countries such as
Chile has created other opportunities and labour shortages have become sufficient in this
country that Bolivians can move freely to Chile with only their identity card. Migration to
countries outside the region are reported to be to Europe (mainly Spain) as well as to the
USA. This migration is largely restricted to urban-based groups, but there may be links
with rural areas and rural poor families.

It is also noted that no small town or market is without goods and products from other
countries, but in particular from Asia, but there is little information on the benefits of rural,
poor having access to goods that may be of a better quality and lower price than the
national alternatives.

The main barriers to greater impact of the global economic processes at the rural level
related to lack of capital, education and skills. In some areas there is also a lack of land,
which will be discussed in more detail later. At a meso level there are difficulties with
meeting export regulations for agricultural products, a lack of experience in marketing

* Grain crop grown in the high Andes of Bolivia close to the Salar Uyuni. The variety that is most
productivity requires very salty soils to maintain seed properties that ensure that birds do not ruin
the crop.
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goods in different markets with different cultures and standards and in the case of
migration the economic stability and growth of neighbouring countries.

At the household level, the rural poor have disadvantages in developing their own
capacities in terms of education and health, which in some cases is related to a lack
education and health services and in other cases a poor quality of these services.
Reasons for lack of rural education quality are in part related to teacher incentives with
reports of teachers living in poverty in Bolivia and Ecuador. Test scores for indigenous and
non-indigenous children indicate that the former score more poorly than the latter. But of
greatest concern is that the incentives of extra schooling in terms of better future incomes
are lower for indigenous groups.

In addition, the rural areas suffer from poor financial services. In terms of having secure
access to “basic” inputs land distribution in all the countries is very unequal, but is
particularly unequal in areas with high potential. In Ecuador there is also discrimination
against the indigenous groups where land ownership is low in relation to other groups
(World Bank, 2004). All countries have donor efforts to resolve land rights. Bolivia has for
the last eight years been implementing a modernisation of land title. This has left many
indigenous groups with a communal title for land, but no individual title.

The poor rural households have no or little amounts of land and limited or no investments
in livestock (Personal communication with FAO-PPLPI staff, Rushton et al., 2001a, 2001b,
2001c, in press; Fairfield, 2004). The poor households are likely to have access to
communal resources be they for mining (Aguilar and Rushton, 2006) or production of non-
timber forest products (see Marshall et al. 2005). However, the security of access to these
resources is dependent of local arrangements.

The lack of individual title does in turn create constraints to access formal sources of
credit. It is recognised that land reform in the region and the active movement and giving
land in the tropical areas has helped some groups, but the titles are often so restrictive as
to not allow the establishment of open land markets.

Violent confrontation between poor rural people and the large-scale cattle ranchers and
crop producers in the tropical regions of Bolivia over land rights and access have taken
place over the last 5 years. The issue of land rights in these areas particularly for
indigenous populations has become a serious political issue and will be addressed by the
present Bolivian government (MAS, 2006). Note there are strong parallels with this
situation and the political problems of land tenure in many of the tropical areas of Brazil®
(Economist, 2006a), although in Brazil there are issues of rights for land squatters
(Faminow & Vosti, 1998; Richards, 1997). In both regions there is inequitable land tenure,
indigenous groups and strong drives to export crop and livestock products from the
regions.

In general land reform in the region has not been successful in changing land distribution,
and the continuing debate about the need for land reform creates uncertainty and a
general inability to develop effective and open land markets.

®> Note this region of Brazil is covered by IDRC, although has not been included for the RPE's
scoping study.
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In an analysis of Ecuadorian household survey data, Lanjouw (1998) found that 40% of the
income for rural households came from non-farm rural employment. He reports that more
women than men are involved in this activity, but women are not as well rewarded for their
time given their education levels and other socio-economic circumstances. Trading was
important in all regions of the country (Coast, Sierra and Oriente®), but was most important
in the coastal region. Construction was important in the Sierra and craftwork in the Oriente.
Business activities made up a large proportion of the NFRE income. Households that had
NFRE were less poor than those who were reliant on agricultural activities. Trading was in
particular more associated with non-poor household and the employment of women.
Trading is a highly diverse sector, but one that appears to provide opportunities for poverty
alleviation and gender equality.

Lanjouw (1999) found that landholdings per capita in Ecuador were negatively correlated
with participation in low productivity occupations but had no effect on high productivity
employment. In Peru, Escobal (2001) reports that the effect of education on income
diversification is strong, with the higher the level of education the greater the incentive to
allocate time to self-employment and wage-employment non-farm activities.

The importance in the region of NFRE is increasing (Elbers & Lanjouw, 2001)and the
strength of this aspect of the rural economy is strongly related to the general strength of
the agricultural sector, i.e. where the agricultural sector is strong so too is the NFRE, which
given the need for support services would be expected. The implication is that to stimulate
the NFRE requires an initial stimulation of the agricultural sector.

3.1.2 Distributional issues:

Quantitative evidence from the collection and processing of natural rubber in Bolivia
indicate that women are involved in work that generates low levels of income per labour
day than men (Rushton et al. 2004). This is supported by observations from Ecuador
where NFRE was less well rewarded for women than men (Lanjouw, 1998) and in Peru
where women working in sugar cane processing had salaries that were 25% those of men
(FAQ, 1991). In general terms female-headed households are associated with a reduction of
37% of household per capita income in urban areas and 45% in rural areas, even after allowing
for differences in education, household size and age (Wodon, 1999). However, women make
up 57%, 46% and 70% of the rural labour force in Bolivia, Ecuador and Peru, respectively, and
women food producers contribute to the a third to quarter of the sectoral GDP in the region
(lICA, 1994).

In many of the areas where poor people are found, agricultural practices are based on low
input-output systems that seem to have little long-term impact on the environment.
However, concerns have been raised that increasing human population pressures in the
high Andes, where the land area cultivated per family has been maintaining reducing the
amount of fallow land and with almost continual cropping on poor soils (Urioste, 2005).
This would indicate a reducing amount of land between generations, but this has to be
balanced by families almost doubling their livestock holdings over the last 30 years (data
from Urioste, 2005; authors analysis). The results from these changes in livestock holdings
are inconclusive, in part because official data on livestock populations are either not

® Amazon forest, tropical lowlands to the east of the country.
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available or not reliable. Fairbairn et al (2000) carried out a long-term study of pastoral
livestock systems in the Bolivian high Andes, which indicated that although grazing by
animals of poor rural people had an impact on the vegetation it did not seem to have
affected or changed the environment very strongly over hundreds of years. However,
similar to Urioste these authors expressed concerns about changes in the production
systems caused by increasing population land pressures. In the high Andes of Ecuador
Podwojewski et al (2002) stated that overgrazing by sheep was having an impact on the
natural vegetation.

In Bolivia and Peru, there are attempts to ensure that management of vicufias’ is both to
the benefit of the poor people who live alongside this species and to conserving the vicufia
population. Peru has established systems of capture and shearing of vicufias with
regulations and control of the sale of the wool to international markets. This has given an
income to the people, but the market is very unstable with high prices one year and no
sales the next. In Bolivia, it has taken nearly three years from the approval by CITES for
the country to sell vicufa fibre on international markets to the national government
approving laws to allow people to sell the vicufia fibre (Aguilar and Rushton, 2006).

In the tropical regions the strong international demand for soya has led to wide scale
deforestation, monocropping and soil degradation (Urioste, 2001). The results of how
people utilise non-timber forest products is very much dependent on the value chain in
which they work. Marshall et al (2005) found examples where traders were not passing on
the real value of the products such as incense and this in turn was having a negative
impact on the management of the natural resource. Other examples of the use of the palm
Jipi Japa would indicate that some natural resources were being damaged, but the
management on the whole was good.

The flower exports from the valley regions of Ecuador have raised concerns over the use
of insecticides (World Bank, 2004) and there have also been concerns about the use of
child labour and a lack of work rights and representation (The Economist, 2006b).
However, pressures from international consumers appears to be improving labour, social
and environmental standards (The Economist, 2006b).

The World Bank (2004) cites work by Hentschel and Waters (2002)° and Kyle (2000)°
which reports that poor rural families cope with shocks and stresses through temporary
migration, increased female and child labour and decreased consumption. An interesting
issue raised by a reviewer is that vulnerable households may minimise their exposure to
hazards through choice of activity such as keeping savings in illiquid and unproductive
forms. No published data were available to comment on such an idea, but the authors are
aware that livestock continue to be a means in which many families hold money and

" A wild South American camelid species with very fine wooll that almost became extinct in the
1960s due to hunting pressure. The protection of the species in the last three decades has seen a
rapid recovery in the population to the point where some areas have problems with competition
between domestic livestock and the vicufia.

® Hentschel, Jesko and William F. Waters. 2002. “Rural Poverty in Ecuador: Assessing Local
Realities for the Development of Anti-poverty programs.” World Development v30,n1 (33-47).

° Kyle, D. 2000. Transnational peasants: migrations, networks and ethnicity in Andean Ecuador.
Baltimore and London: Johns Hopkins University Press.
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different species have different functions in terms of meeting planned and emergency
expenditure.

3.1.3 Constraints to participation:

The rural poor who speak an indigenous language as their mother tongue have a
disadvantage in terms of accessing different markets. Particularly with the older
generations there is a difficulty of expressing themselves in Spanish and in some cases a
difficulty in understanding. In the case of women in rural areas it is likely that they will have
lower levels of education. The economic reality is that returns to education are low for
females (Marshall et al. 2005, Lanjouw, 1998) and poor rural families are unwilling to
invest in female education. The transaction costs of doing business in the rural areas are
also very different from urban areas. Postal services are unreliable and in some cases not
available, although people close to bus routes use these as a means to send both goods,
messages and money. Telephone services are rudimentary and road infrastructure is
poor. What would appear to be relatively simple transactions such as buying and receiving
basic inputs such as seeds can therefore be so expensive as to make these inputs
prohibitively costly.

With regards to participation and sequencing events two issues are of importance. On an
inter-generational sequence the racial and educational background and asset levels of the
parents has an impact on the quality of education received by the children. In this
indigenous, poorly educated families are unlikely to be able to give a good education to
their children. On intra-generational change, the most positive experiences have been
where poor people have moved to new areas and colonised new lands in the tropical
areas of the country. Initial forest clearing for cropping activities is followed by investment
in livestock and then when sufficient capital has been raised investment in machine to
clear other land and stop regrowth on the original cleared land (Thiele personal
communication). Where this process has gone hand in hand with the opening of markets
for beef and soya export poor farmers have benefited from global economic processes.
There is also the possibility that entering national markets is a stepping stone to accessing
global economic processes, with the camelid wool products particularly from Peru and
potentially tourism around Lake Titicaca region being possible examples. Both these had
strong local markets that have in recent times had international impact.

Social models and discriminations tend to be reinforced through education and training
processes. For example training courses for crafts, commercialisation and the marketing
products are dominated by men in Ecuador and Peru. In the classroom educational
material portrays women in domestic and reproductive roles, rarely putting them in
productive or community roles. Recent evidence from the UK would suggest that these
subtle messages do have an impact on the job and careers sought by women.

A number of other successful value chains have been described above, where poor
people are involved. In the case of non-timber forest products, the example of Jipi Japa
palm products shows the importance of an entrepreneur with vision and determination to
develop and maintain a value chain for a specific market. She has managed this through
combining a private company that makes profits with a NGO, which has a social
improvement agenda for the communities involved in making the products (Marshall et al.
2005). This arrangement has been successful for many years. The success of the flower
industry in Ecuador is also related to endeavours of private business with benefits to local
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workers (Economist, 2006b). The impact of the big international supermarket chains in the
region is in less evidence than.

Obstacles to accessing value chains with distant customers be they tourist or in another
country relate to having sufficient individuals who have the capability in terms of
negotiation, training and skill and determination to develop a chain and the links. These
skills can be provided for short periods of time by development projects either state or
NGO, but the private sector is better suited to medium to long-term change. In countries
such as Bolivia, the aid sector may be swamping the private sector in this role, by
providing too much subsidised competition on the one hand and on the other employing
the people who could be the entrepreneurs.

In recent work in poor isolated communities of the Bolivian high Andes and the valleys the
adoption of new approaches to the agricultural production came about through discussions
with outsiders and analysis of potential solutions and opportunities. The outsiders had
access to methods and knowledge not available within the community, and also had the
ability to bring new technologies to the zones at low cost. The early experimentation was
carried out by a limited number of families and other families only showed strong interest
when they saw that the changes had success. Some families, who were the poorest,
remained outside the adopting group, but when asked if they would adopt with financial
help and some risk sharing they showed greater interest (Rushton and Viscarra, in
preparation). Observations supported by Meinzen-Dick et al. (2003). Rodrigo Paz
(personal communication) also reports the importance of the introduction of new
innovations from outside the communities and the slow spread of the methods through the
communities. In general, access to new inputs and information in poor isolated
communities is limited, and even if there is access the costs and risks of bringing them to
the communities are high. Here there are obstacles in terms of physical access and also
financial abilities to take risks.

A difficult question raised when thinking about participation and how to benefit the rural
poor through global economic processes is should we be looking at ways in which the rural
poor participate in global economic processes as producers, traders, workers, migrants or
consumers. Work carried out recently on the socio-economic structures of rural
communities would indicate that of particularly relevance is the need for a relatively large
“middle” class in the communities to ensure that there is a dynamism in the rural economy
(personal communication Rodrigo Paz). In global terms this “middle” class would be
considered poor, but would not be the poorest of the poor. Where this “middle” class is
small, indicating inequality at rural level, there is stagnation in the local economy and
limited opportunities for the poorest. So perhaps the answer to the question is the need to
develop and maintain a “middle” class in the rural communities, people who have the
capacity and assets to search and implement new ideas. The dynamism from their activity
should help to create opportunities for the poorest groups.

3.1.4 Household livelihood strategy options:

In some regions rural people have formed cooperatives and farmer associations, which
have entered products into international markets. These farmer groups have been
successful in using international aid agency support in these processes. The best
examples would be quinoa and dried broad bean in Bolivia. Already mentioned above is
the growth in the cut flower industry in Ecuador and the wool and camelid fibre cluster in
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Peru. ITDG have also been involved with Peruvian producers in entering international
markets (personal communication with Gonzalo de la Cruz). There are also examples of
NTFPs in Bolivia (Marshall et al., 2005). However, these examples are not of rural people
being directly involved in global economic processes, within their livelihood strategy they
are workers within global value chains or local value chains that feed into global value
chains.

In the region there are good examples of local craftwork knowledge and skills being used
to access tourist markets for woollen, camelid fibre and NTFP craftwork products. These
are likely to become more important if the area can continue to attract greater numbers of
tourists. Political stability is key to such tourist developments. There is also potential for
local knowledge to be more widely used in tourism in the Amazon forests.

At a household and individual level migration is another strategy employed by poor rural
people which not only provides financial benefits, but can give opportunities to see new
technology and reduce the costs of bringing the technology back to communities.
Seasonal migration is related to harvesting of crops, particularly sugarcane and fruit.
Medium to long-term migration are more related to construction and manufacturing. The
impact of this migration is a greater stability of the general household livelihood.

If more of success stories are to be repeated then the education environment needs to
create equal opportunities for every person in society to ensure that each country spreads
their bets on the potential winners. Educating a section of the society, selected by racial
and gender discrimination, means that the potential number of trained entrepreneurs is
also reduced. In addition the business environment needs to be sufficiently supportive to
encourage new entrepreneurs and sufficiently well regulated to ensure that the products
they produce and market have international credibility in terms of quality. The business
environment requires access to capital and insurance and assistance in innovation and
entrepreneurship in order to help people enter into new ventures with confidence. One
mechanism that appears to have been successful has is the formation of strategic
alliances in order to have greater strength and ability in reaching new markets and value
chains. The alliances might be in the form of cooperatives, links with external groups who
specific skills and finance, and/or with the private sector. In all cases the creation of local
groups that have a legal basis is important. These are all issues where support is heeded
to risk capital and effort in new ventures.

3.2 HOW CAN THE ENABLING ENVIRONMENT BE ENHANCED TO
SUPPORT THE SUCCESSFUL PARTICIPATION OF THE RURAL POOR?

3.2.1 Overarching [=ues:

In general the rural poor have a lack of access to the State and therefore a general lack
power. It is suggested that the basis of this weak relationship is

e physical isolation,
e until the recent times a cultural isolation, and

¢ weak organisation at rural level due to poor education levels and a lack of product
focus with sufficient commercial presence.
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This is gradually changing in the region with an increase in the power and organisation of
the indigenous groups based around traditional hierarchical structures. In Bolivia this
change has taken place with greater speed as rural producers and workers have become
more tightly organised through coca growing groups.

In addition to the difficulties that the rural poor have in reaching and influencing the State,
there are number of powerful economic groups who have lobbied political parties in
attempt to ensure that States resources are used and rules are created for their benefit.
This has to some extent been tempered by aid agencies particularly Bolivia, which is part
of the Highly Indebted Countries Initiative, so that social policies are pursued which have
social aims relating to poverty reduction.

The critical elements to the enabling environment to support participation in the global
economic processes appear to be: education; access to communication both in terms of
high technology and basic and reliable postal services; and in the case of export oriented
products infrastructure and government institutional credibility. Added to this list should be
mechanism to provide capital and help producers bear some degree of risk. The balance
however needs to be made between giving away free money and ensuring that people
taking loans use the money for realistic, productive processes.

Market failures often relate to not passing on quality demands of consumers through price
signals to producers. This creates a shortage of supply of the appropriate product and no
modification in production practices, and examples of such situations are the value chains
of camelid products and cocoa. There are also high transaction costs in terms of physical
access to both input and output markets and information on prices.

3.2.2 Access to factor markets:

Bolivia is highlighted as a country that has a successful system of credit in for traders in
urban and peri-urban areas. However in the authors experience in rural Bolivia, people
complain about the difficulties of receiving credit and that formal credit sources are
expensive with interest rates at between 20 and 30% on national currency loans. This
observation is supported by data from the commercialisation of NTFPs in Bolivia (Marshall
et al., 2005).

Land reforms in Bolivia from 1953 onwards dramatically changed formal ownership of land
in the highlands and in Peru reforms in the 1970s also had significant effects. In addition
all three countries have had land settlement schemes where people have moved from
highland regions to the tropical zones. These have to some extent been a safety valve for
land hunger. However, access to land title is still not certain and is an important part of
being able to apply for a formal loan. The recent Bolivian land reforms have created
different types of land title. For land used for subsistence crops the land title cannot be
used to apply for a loan. There are communal titles for communal lands that again have no
value for applying for financing. No country in the region has applied a land redistribution
that has reduced the level of land distribution inequality and where land has been
distributed little has been given to women.

The ease of obtaining land titles and doing land transactions are generating problems with
land markets, and there is certainly no open land market. With greater rural to urban
migration, particularly from some areas of the high Andes, this has perhaps contributed to
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the abandoning of land by the migrating families and the lack of use of that land by the
people who remain.

A study in the northern high Andes of Bolivia would suggest that some of the greatest
issues may be about conflicts between rural people who have migrated to the city and the
community members they have left behind (Urioste, 2005). The first generation of migrants
would like to retain their land rights and the use of the land, but there is much less interest
in subsequent generation who have different economic aspirations. Some care has to be
taken from making generalisations from this study however as this region of the high
Andes is dissimilar to other regions in terms of agricultural potential®, population density
and peri-urban and urban opportunities that can still be carried out with a base in the rural
areas.

3.2.3 Processes:

Recent changes in the laws of movement across the Bolivian-Chilean border and Bolivian-
Peruvian border provide a background to see if relatively free movement of people
between countries will allow migrants the ability to plan trips and have the freedom to
return when they want.

Informal markets, that through intermediaries reach global markets, have high transaction
costs relating to transport and information. These costs can be influenced by government
policies on infrastructure and education. In all countries as shown in Table 10 the
institutional situation for the formal sector is not favourable to starting businesses,
registering land or trading across borders. Weaknesses or difficulties at any point in the
value chain will affect how poor rural households access global economic processes. Here
an unnecessary bureaucratic procedure for exporting goods implemented by corrupt
officials may be enough to discourage a budding entrepreneur and ensure that a value
chain that could reach the rural poor does not exist. Figure 2 developed from NTFP
research suggests the balancing act that a government has to make on policies and
transaction costs.

1% For example Urioste (2005) talks about dairying becoming the most important agricultural activity
in the Bolivian high Andes. Whilst this may be true in the area he studied, many parts of the high
Andes particularly to the West and South have no cattle, in some areas even sheep cannot be
supported, they are simply too high and too dry. Note that high yielding dairy cows tend to suffer
altitude sickness.
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Figure 1. How transaction costs are related to policies (from Rushton et al. 2004).
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The rural poor are heavily disadvantaged in that even entering the informal sector requires
investment in time and money because of poor infrastructure, the lack of communication
and information and the poor quality of organisations to improve levels of education and
health. If they manage to overcome these numerous barriers within the informal sector,
passing into the formal sector also requires significant investments in money and time as
indicated by the low standing in the region in terms of starting a business. Peru has the
best international ranking for doing business in the Central Andes, where as Bolivia and
Ecuador are similar across most indicators except trading across borders. Here Bolivia
scores very badly (see Table 2).

Table 2.  World ranking of “Doing Business” in Bolivia, Ecuador and Peru. (World Bank,
2006b).
World rank (155 countries)
Country . Sglect.ed mdu;ators . Doing
Starting aRegistering|Getting|  Trading business
business| property | credit Across borders
Bolivia 132 109 79 116 111
Ecuador| 122 102 81 77 107
Peru 106 32 73 93 71

The advantages of joining the formal sector are minimal for small scale producers or
traders as the taxes paid for being part of the formal sector are given to a State that has
proven to be inept and corrupt in delivering services. The major advantages of being part
of the formal sector can only be reaped when a producer or trader is sufficiently large or is
part of a group of producer or traders who are sufficiently large to lobby for and receive
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political favours. It is hardly a surprise that there is so little movement from informal to
formal sectors and for this reason so little dynamism in the private sector economy.

All the countries have international support for natural resource management and have
considerable influence from environmental NGOs. The macro level results would suggest
that there has been reasonably successful control of deforestation to date (World Bank,
2006a), and there have been some examples of success in the conservation of
endangered species. However, the reasons for these successes in many case are due to
low population densities and isolation of conservation areas than effective government
control and action.

3.2.4 Access to markets

Emerging international value chains, as mentioned above, appear to be dependent on
entrepreneurs for their development (te Velde et al., 2005). In general the rural poor have
access to thin input markets due to the high transport costs of reaching potential clients
and the fact that many of these clients are poor and produce low quantity, low quality
products. In some areas these problems are partially overcome by access to input markets
is through weekly local markets. There are limitations in terms of importing new
technologies, which require specialist skills in terms of obtaining permits. This often
creates monopolies for importers who charge a premium for having the sole right to import
and distribute a product. While this can create a comfortable living for the importers, it
means that the products are supplied to the local market at a relatively high cost and their
use is limited.

There is a combination of barriers, but it is not possible to qualify their order of importance.
In many areas there is poor road access. In all areas there is social discrimination, which
is ethnic and gender related. In terms of reaching global markets, the scale of production
of poor people creates higher transaction costs for buyers.

3.2.5 Government support:

A key aspect of government activity to improve capacities for the rural poor to participate
successfully in global economic processes are education and health and all governments
in the region claim to be supporting these aspects (World Bank, 2004; Government of
Bolivia, 2001; Japan Bank for International Cooperation, 2001). These measures need to
be supported by better access to road infrastructure in order to improve access to input,
service and output markets. There also needs to be a process to reduce and eliminate
racial and gender discrimination. Strengthening of government organisations in terms of
eliminating corruption and patronage based employment systems, is also important as the
credibility of government organisations that support the agricultural sector is a key factor in
ensuring that private sector investments in innovation are fully realised. These actions
focus on the agricultural sector, but as stated above diversification into NFRE is a key
strategy for poor rural households. An important mechanism for the NFRE would be
support for small, rural businesses, and for all sectors of the rural economy improved
access to input, output and labour markets in order to benefit from global economic
processes. Here stronger mechanisms to connect rural and urban markets are important
such as better transport systems, communication including postal services and security.
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Bolivia has a long history of reforms which appear to resolve one problem, but expose
another. However, there are some grounds for optimism, decentralisation has created
local governments who have invested in local projects and in some cases stimulated local
economies. The implementation of such works has fostered a new generation of politicians
with experience in the management of public money and some of this has played a role in
changing the political parties in the country.

However, not all decentralisation processes have produced positive impacts. For example,
Bolivia has a very patchy government extension and advisory service for the agricultural
sector, which was a role was given to the Prefectures and the Municipalities during
decentralisation. The quality of the human resources within local governments and
community organizations is a factor that limits the pace of progress in decentralized rural
development. Experience has shown that the process of using central government
resources is slow to get under way and that the capacity for management of local
programmes is insufficient. Training and improvement of the professional competence of
central officials and leaders of popular organizations are therefore necessary to
consolidate and strengthen the process of decentralization.

In Peru has a large World Bank funded programme has been implemented to provide
extension services, which is aimed at meeting local demands and is being led by the
private sector. The pilot IDB project EXPIDER that is aimed at offering technical advice is
still in the process of being assessed (IDB, 2004a). At a research level the general
investment in agricultural research in the region is low and what is invested tends to be
towards solutions for richer producers. A lack of research investment and hence capacity
is in part a result of government financial difficulties in the 80s and 90s.

Bolivia has a network of health posts that reach the rural areas and also rural schools.
These provide basic services, but both the quality of both health and education are
variable.

3.3 SUMMARY

To summarise the diverse information presented in the section within the conceptual
framework of the inception report Table 3 and 4 presents how the rural poor can and do
connect with global economic processes. This takes the form of being producers of
agricultural and non-agricultural products, workers in different activities, and as traders,
migrants and consumers. To complete the picture the Table contains information on how
these different activities interact with the five capitals of the sustainable rural livelihoods
framework. These interactions relate to the enabling environment, and help identify where
there are gaps in policy, actions and research.

In terms of the groups:
1. Who are the most numerous?

2. Who are the most difficult to reach or who have the most difficulty in reaching
global economic processes?

3. Is there are stepwise process to reach global economic processes? For example
from poor agricultural producer to poor non-agricultural worker to trader.

4. Who have the easiest access to global economic processes?
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Underlying assumption as shown in the conceptual framework in the inception report is
that access to global economic processes can improve poor, rural people’s livelihoods and
also help them use their environment in a way that is sustainable.
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Table 3. How the rural poor can and do engage in global economic processes and what are the constraints to their engagement.
The rural poor can and do engage in global economic processes by being:
Producers Workers Seasonal Migrants Permanent or seml-
Capitals permanent Migrants
Agricultural, Non- . Traders Consumers
Non- . - Non-agricultural . . . .
forestry (wood - Agriculture |agricultural National [International [National |International
agricultural urban
and NTFP) rural
Human Poor education levels, poor health with high levels of racial and gender discrimination
Poor land Access to
with little fimar Dependent on
potential. relaterigls agricultural potential of Dependent on| Maintaining original land rights, possibilities of
Exceptions the land (positive agricultural purchasing, using and investing in additional land
Natural from local . . L
are the examples of soya in potential of the (are there constraints in the land market?
. . ~|collectors . - . )
colonists in and Bolivia, cut flowers in area Environment, land title, etc.)
tropical Ecuador)
. producers
regions
General investment climate, Costs of sending
. . |General I . ; ;
. . - . Investment climate in |. Limited access remittances, range of investment options Access to
Financial| Limited access to credit investment . . e ; i
rural areas climate to credit (investment in livestock are there environmental |credit
issues?)
Road access,
transport  costs
(how close do|Road access, Road access,
Road access, S .
. Poor road access, health e rural areas need|communication | Information on labour markets?? Transport and [transport
Physical X . communication - S S
and education services network to be to benefitlnetwork, communication reliability and costs costs, market
from urban|transport costs infrastructure
based
employment?)
Hlstonc_allyaweak political . . Low status in Low status in|Weak political
voice due to poor Largely an informal arrangement with -
S ; . ) some cases some cases|voice to argue
organisation and a lack of little or no social benefits (are there . ; ;
. . Traders at this illegal status, illegal status,|for open
focus due to weak demand| differences between local, national and Low : Low .
) . . . . ' - level are no protection. no protection.|access to
. for products. The rise of | international firms in benefit provision, . . status, | status, L
Social . - . SN informal with - Changes in . Changes in|imports  that
the coca growing groups in| racial and gender discrimination? Is . little little
o : ; o h little or no . __|controls  on . __|controls  on|jmay be of
Bolivia and the increasing | there any monitoring and regulation of o protection ; protection - .
- - ) organisation crossing crossing better quality
importance of indigenous how firms employ and reward such
; borders may borders may|and lower
groups in general has workers?) ; ; .
help this. help this. price

increased political power.
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Table 4. The relationship between how the rural poor can and do engage in global economic processes and the context in which they
are found.
The rural poor can and do engage in global economic processes by being:
Producers/Collectors Workers Seasonal Migrants Permanent or semi-
Context permanent Migrants
Agricultural, Non- Non- Traders Consumers
Non- . . . . . . .
forestry (wood - IAgriculturejagriculturaljagricultural National | International | National International
agricultural
and NTFP) rural urban
Official land Poor Poor
titkes are not access o access  to
alwavs credit. credit, but
Ay Access to There are may be a
available. The . .
Access to credit. Access . successes . gap in
: poorest  have . Not applicable . ! Not applicable
factor inputs little land  and to improved with credit knowledge
technologies. in peri- on informal
what they have .
h urban and credit
is of poor .
quality urban sources in
areas the region
Largely
Weak informal
application  of|production and
phytosanitary  |marketing
Processes regulations sys_tems. Gender and racial discrimination,
Lo reduces the|Difficulties  to . . .
(institutional - - | social benefits unlikely, work and
h ability to export|enter and exit !
environment) contracts tend to be informal
products. formal
Physical processes.
distances from|Physical
markets distances from
markets
Informal, Informal, Informal Informal labour
seasonal |[seasonal labour market
Most important|Generally labour labour market|market dependent on
. Dependent ;
markets are|weak internal ; market dependent on|dependent |economic
Dependent on the |on physical
Access tolhousehold and|{demand. ) dependent [demand for|on growth of
strength of proximity to . . NA
markets local. Road and|Successes . on demand|product and|economic |mainly
S agricultural sector |transport \ . .
communication (relate to services for product|country's growth neighbouring
access is poor |entrepreneurs and localleconomic which was|countries. Crisis
economic |strength. low in the|in Argentina in
strength Argentinean 90s, but|late 90s, slow
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crisis had alhas regional growth
negative improved in|lin the same
impact in[this decade [time period.
Bolivia. Recent relaxing
of rules on
crossing
borders and
economic
growth in the
larger
economies
should improve
prospects.
Nil  maybe
Very weak Depends negative
extension on health through the
services. and existence of
Generally poor . NP
Research ; . o education inefficient
Government quality school|Little or no support for each activity. Generally|, . . : .
fragmented. - . . . Little Nil services in|Nil customs
Support and education| poor quality school and education services.
Generally poor . the area groups and
. services i
quality  school where they import taxes
and education have that protect
services moved local
industries
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4 AN OVERVIEW OF CONTEMPORARY AND LIKELY FUTURE
RELEVANT RESEARCH ACTIVITIES

Annex 3 presents an analysis of the activities of major donors, NGOs and foundations. In
summary the multilateral and bilateral donors have a heavy focus on good governance,
general rural development issues, management of natural resources and the environment,
food security efforts and general infrastructure. Specific technical interventions at the level
of producers are limited. The analysis of the NGOs, research organisations and the private
sector have a strong level of activity in the coordination of groups of researchers and
research organisations. There is also support for rural development initiatives.

The gaps in research that appear from the analysis would appear to

1.

There appears to be a lack of innovative mechanisms topport and provide
incentives for the rural poor to attend health clinics and to ensure that children from
poor rural families attend school.'" In particular areas dominated with Aymara and
Quechua cultures continue to suffer from high levels of poverty and rivation.

Although there is much support for land rights in all countries—e land right
situation in the tropical region of Bolivia appears to have insufficient support and is
creating serious conflicts. These problems resemble the problems in the Amazon
region of Brazil. Whilst the work of Fundacion Tierra on this subject is recognised
these problems are potentially becoming more acute through global economic
processes relating to demand for products such as soya and beef.

The change in research funding strategy with a greater reliance on direction and
financing from the private sector has only partially been discussed. There appear to
be gaps in the region between the demands of value chains for technical solutions
and the capacity of nationally based universities, research groups and NGOs to
research and produce solutions. These gaps can in some cases be filled by
international research groups, but where problems are specific there are often
difficulties in finding research funding.

There is a lack of a clear understanding of dissemination pathways within poor
rural communities with relatively low levels of adult literacy and unstable local
organisations.

Value chain analysis began in the region around 5 years and has produced many
documents and analysis. Concrete results from the analysis in terms of changes in
regulations, identification of key technical problems or market failures have been
relatively f=ted.

A generartack of capacity in technical and market analysis at local level
organisations.

Innovative support for rural production in terms of rural financial services, support
for the creation of rural enterprises and the marketing of rurally produced products.

In the region there are examples of successful poverty reduction, perhaps the best
example is the Bolivian city of Santa Cruz, which has successfully absorbed people

' Compare this with the conditional transfer programmes implemented in Chile and Mexico.
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Kate has made mention of the need to think about intensive sustainable production systems, which would perhaps indicate a land shortage issue. I am not sure that land shortage is the issue, there is a land distribution problem which I do not feel can be resolved in a satisfactory way by traditional land reform, but could be made easier if the land market was made open and easier. Government could in this situation buy land and redistribute if it felt it was necessary, alternatively it could let the land market resolve land shortage issues. We are not talking about countries with high population densities and in the case of Bolivia a countries with one of the lowest densities in the world.

Jonathan Rushton
A couple of points from Steve’s comment. First there are areas that I know where Aymara or Quechua culture are dominant, even the strongest conquistador culture has been unable to break these down, in fact this is where the indigenous movements have sprung from across the Andean region. Second, Merle asked or suggested that cultural issues would be well favoured within his RPE group and that recognising and responding to cultural differences and needs would be an interesting area of research. I think have interpreted his request correctly.

Jonathan Rushton
Steve has made a comment about a Foundation called PIEB who support investigations and are good at getting them published. I have seen little that they have supported on value chains, most these analyses have been supported by government money and few to my knowledge have identified practical issues that need to be resolved in the chains to facilitate how they work. 
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from all regions of Bolivia, including poor rural areas and continued to reduce
poverty. There has been no research on why these centres have been successful

5 POSSIBLE RESEARCH THEMES

On the basis of the previous sections Table 5 presents possible research themes for the
Central Andean region with suggestions of potential partners.

in poverty reduction and whether there are generic lessons to be Ent.

Table 5.  Possible research themes for the Central Andean region.
No | Theme | Potential partner(s)
Human Capital
1. |Given that reading, writing and|Chile and Mexico have significant

numeracy skills are fundamental in the
ability to participate and benefit from
global economic processes, and that
basic education skills in the rural areas
of the Central Andes region are of low
quality — “How can rural education
systems be improved in terms of the
quality of teaching and their ability to
ensure that all rural children
regardless of gender or race
complete at least primary levels?”

experience in “conditional transfer
programmes” where financial incentives
are given to women when children
attend school.

Given that being healthy is a
fundamental aspect of being able to
participate in global economic
processes and poverty statistics for the
Central Andes region indicate that the
rural poor have low levels of health —
“How can rural health services be
improved in order to have a positive
impact on maternal, child and adult
health levels?”

Chile and Mexico have significant
experience in “conditional transfer
programmes” where financial incentives
are given for attending rural health
clinics.

Access to basic inputs

The growing global demand for soya
and beef, plus the recent freedom from
FMD in large areas of Brazil, have
created new pressures and demands for
land in the tropical area of the Central
Andes. These relatively new global
economic processes have fuelled
existing land right conflict between
indigenous groups and commercial
farmers in the tropical areas of the
Central Andes region with implications
in the Amazon region of Brazil'®>. They
have also raised issues of deforestation

GGP particularly with relation to how
changes in export taxes regimes and
animal health status have created strong
demands for crop and livestock
products, how this impacts on rural
poverty and the environment. Should
build on the work of on land rights in the
tropical areas of Bolivia (Urioste &
Pacheco, 2001), colonists in Brazil
(Richards, 1997) and cattle production in
the western Amazon (Faminow, 1998).

CIARA (Foundation for Training and
Applied Research in Agrarian Reform

'2 An area also covered by IDRC.
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Steve has made a strong comment on this point stating that Santa Cruz is a growth rather than poverty question. Not sure how he squares this, Santa Cruz poverty data indicate that it is halved poverty in the 90s whilst its population has grown at between 4 to 5% per annum. Economic growth has helped this process, but poverty in Bolivia is measured using HDIs where housing, schooling, health care etc are taken into account. I need to discuss this with Steve. 
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and general land use in the Amazon. —
“How can land rights be resolved to

ensure fairness for indigenous
people, economic returns for
commercial producers through

export markets and have least impact
on the environment?”

IFAD partner)

Organisations and organisational support

Given that meeting international
requirements are important to the
successful  participation in  global

economic processes, that rural poor
receive little technical support at
agricultural production level and that
there is a low level of investment in
research specific to poor rural producers
needs in the Central Andes region —
“What is best in small, poor
countries with low abilities to finance
research: imitation of technologies,
research coordination with
neighbouring countries with similar
problems or investments in new
research units?”

DFID as part of its change in research
focus to regional centres.

CG centres on technical research.

IAF

FONTAGRO

Given the weakness in the provision of
State rural extension services, and that
poor rural people are dependent on the
private  sector for advances in
agricultural and craft skill methods - “Is
there a gap in technology provision
for poor rural people? Would such a
gap prevent successful participation
in global economic processes? How
could such a gap be filled?”

PROCIANDINO (Regional cooperative
specialising in agricultural technology
and innovation)

Given that the ability to organise and the
capacity to implement production and
marketing plans appear to be critical
aspects of successfully participating in
global economic processes in the
Central Andes region — “How can local
organisations be strengthening in
supporting participatory research
methodologies and market research
in order to identify and support the
development of value chains for
niche markets?”

ICT in creating links with local technical
staff to information networks.

Some work is being carried out by ITDG
in Peru and has been carried out by
SNV.

IFAD through its The Rural Micro
enterprise Support Programme in Latin
America and the Caribbean (PROMER)

Given that credit and risk sharing
organisations have limited coverage in
rural areas of the Central Andes and
that such organisations play an
important facilitation role in reaching

IFAD through its partners and
programmes such as Foundation for
International Community  Assistance
(FINCA International) and the Rural
Financial Services Support Programme
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global economic processes — “How can
credit and risk sharing organisations
be encouraged to participate in the
rural economies and offer their
services to the rural poor?”

(SERFIRURAL).

Overall institutional environment

Given that the overall business and
private sector environment is weak in
terms of creating small and medium
scale enterprises that can participate in
global economic  processes and
generate stable job opportunities where
the rural poor may benefit — “How can
the business environment be
improved to reduce transaction costs
in establishing and maintaining a
formal sector business?”

World Bank business study project.

Given that the city and department of
Santa Cruz has successfully absorbed
people from different areas, including
rural areas, of Bolivia and reduced
poverty, and that part of this success
has come from global economic
processes, such as exports of soya,
beef and coca — “Are there general
lessons to be learnt from this
example in terms of linkages
between rural and urban areas;
reducing urban poverty and having a
positive impact on rural poverty?”

UPE and GTZ. Potential link with the
IDRC funded project on productive
Municipalities, which is understood to be
using input-output models to assist in
developing  Municipality  investment
plans.

Structure of the rural economy

10.

Given that the strength of the
agricultural economy is related to the
opportunities within the global economic
processes and the ability of the rural
communities to participate in these
processes is related to the social
structure of the community, where the
relative size of the rural “middle” class
can be related to the dynamism of the
rural economy in terms of trading and
NFRE opportunities - “How can the
rural “middle” classes be stimulated

to make rural investments and
strengthen the rural economy in
general?”

Imperial College who are studying rural
socio-economic dynamics with financing
from DFID’s FIT programme.
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