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A. INTRODUCTION

Family farmers have historically experimented and accumulated knowledge to adapt their farming systems
to local conditions. However, this experience is often ignored in academic literature on innovation, which
tends to focus on innovation in new technologies and the applied sciences, while ignoring problems
specific to developing countries (Freeman (1995) and Lundvall (2010), among others).

However, family farming plays an important role in reducing rural poverty, fighting food insecurity and
malnutrition, and promoting a sustainable food system. In Latin America and the Caribbean (LAC), the family
farming sector is comprised of approximately 60 million people, occupying 81% of agricultural land and
generating between 57% and 77% of agricultural employment. Family farming also plays a critical role in
food supplies, providing between 27% and 67% of food at the national level (IDB/FAQ, 2007; FAO, 2012).

Of course, rural areas face specific challenges. Their socio-economic indicators tend to be persistently
worse than in urban areas. This is reflected in lower access and levels of public services such as education,
health and housing, lack of basic infrastructure such as roads, irrigation and communications, and
unequal access to land and water systems. In addition, these conditions tend to disproportionately affect
indigenous peoples and women. Yet despite these problems, and the growing diversification of sources
of rural income, agriculture remains the main activity that determines the productive structure, social
relations and interaction with the environment in rural areas.

To meet the projected increase in food demand by 2050, it is estimated that global food production will
have to increase 60% from its 2005-2007 levels (Alexandratos and Bruinsma, 2012). However, increasing
food production with today’s existing production matrix, which has a strong bias in favour of intensive and
industrial agriculture, will exert even more pressure on the natural limits of the planet.

Given these challenges, this chapter has a dual purpose. The first is to recognize that the experience and
knowledge of family farming can also be a source of innovation, and the second is to propose a theoretical
framework that enables innovation to be part of a sustainable rural strategy based on the strengthening
of family farming and an inclusive food system.

Of course, the main challenge of an approach to innovation based on the knowledge and experience of
family farms and rural homes is how to replicate that experience on a larger scale. Innovation in rural areas
tends to be localized and therefore restricted by the specific social, economic and ecological context.

This book offers ideas and information to expand our understanding of the potential role of innovation
in sustainable rural development. But it should not be seen as the final word, and rather as an invitation
to debate. Although there is still much work to do both from a theoretical and empirical perspective, this
book contains various articles that help to understand how innovation can positively impact sustainable
rural development.

The first section of this chapter discusses the limitations of the existing literature on the contribution
of innovation to sustainable rural development and proposes a definition of innovation based on family
farming and inclusive food systems. The following section examines in greater detail how this definition
should be understood through three core elements: family farming, the social construction of markets,
and government institutions. Finally, the chapter ends with an overview of the other chapters in this book.

INNOVATION: PRELIMINARY CONSIDERATIONS

This section introduces key ideas to develop a concept of innovation focused on the strengthening of
family farming and an inclusive food system for sustainable rural development. This functional definition
of innovation is consistent with the Regional Initiative 2 being developed by FAO's regional office for Latin
America and the Caribbean.

The Regional Initiative® is designed to help meet FAO's global goals: 1) Eradication of hunger, food
insecurity and malnutrition; 2) Elimination of poverty through economic and social progress for all, and
3) Management and sustainable use of natural resources. It also falls within the framework of the Second
International Conference on Nutrition and the Sustainable Development Goals (Agenda 2030). The FAO
initiative contributes directly to six of the 17 SDGs: No Poverty, Zero Hunger, Gender Equality, Decent Work
and Economic Growth, Reduced Inequalities, and Responsible Consumption and Production.

1 Regional Initiative 2: Family farming and inclusive food systems for sustainable rural development.
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These goals can be summarized in terms of three major challenges linked to the strengthening of
family farming: reduction of rural poverty, food insecurity and malnutrition, and sustainable production.
Innovation can be understood as a tool to eradicate rural poverty and feed a growing population in a
context of increasing destruction of nature thatincludes climate change, and the degradation of terrestrial
and aquatic ecosystems.

LIMITATIONS OF RESEARCH ON INNOVATION

Academic literature on innovation focuses on two related concepts: innovation and innovation systems.
However, even though this literature contains important elements, the traditional definitions of innovation
and innovation systems tend to be insufficient.

The origin of modern research on innovation tends to be attributed to Joseph Schumpeter’s theories.
Schumpeter, who came from the field of economics, believed that innovation was driven from the supply
side. He first highlighted the role of the individual entrepreneur in his Theory of Economic Development
(1934), and then the role of corporations in Capitalism, Socialism and Democracy (1942). But this
interpretation suffers a priori from at least two problems. On the one hand, underlying both approaches is
the view that supply creates its own demand, in this case the demand for innovation. And, on the other, it
ignores the question of how innovation happens (Witt, 1993).

Without going into detail about the history of innovation (see Chapters 2 and 3), it is important to note that
at least since the OECD’s publication of Technology and the Economy: The Key Relationships in 1992, the
subject of innovation has achieved a new status, exceeding the limits of academic research and becoming
a target of public policy. This research, which was followed by other international organizations, focused
mainly on the analysis of national systems of innovation and innovation policies based on science and
technology. In these studies, innovation driven by R&D is increasingly regarded as a global activity linked
to increasing the productivity of multinational corporations (OECD, 2015).

But in order to develop a concept of innovation that strengthens family farming as part of sustainable
rural development, the above approach is insufficient for at least four reasons. First, and as outlined in the
introduction, innovation tends to be linked to research in the applied sciences as a driver of innovation
at the expense of local knowledge and expertise. Most studies focus on innovation through research and
development in science and technology, which tends to be generated in urban spaces. Such studies tend
to measure innovation according to macro indicators of expenditure on R&D or the number of patents.
For example, a registered patent derived from traditional knowledge is considered innovative, but there
is a tendency to ignore the traditional roots of that knowledge. Without underestimating the contribution
of science and technology to innovation, including in terms of information and communication (e.g.
information about weather conditions, market prices and buyers), the role of innovation for sustainable
rural development should not be limited to these aspects alone.

Secondly, the traditional approach tends to sidestep the link between innovation and the global dynamics
of knowledge appropriation, such as international standards for intellectual property protection, which
may weaken family farming. A definition of innovation that ignores these practices would surely lead to
the weakening of territorial innovation capabilities.

Thirdly, the approach does not consider power relations and how these are expressed in institutional
structures and policies. This is critical to advancing a concept of innovation focused on family farming
that aims to improve the terms and conditions of access to productive assets, including natural resources.

A fourth point is related to the concept of markets. Many traditional studies on innovation recognize the
market as the main driver of innovation (market-driven innovation), but this approach is clearly inadequate.
Family farming is characterized by facing spaces of exchange where market failures are common or markets
are non-existent. Given this scenario, the social construction of markets is critical to achieving inclusive
markets that facilitate socio-economic coordination between family farmers and consumers.

In summary, a theoretical approach that does not consider the characteristics of the innovation process in
rural areas will result in a poor analysis with incorrect conclusions for public policies. Therefore, a broader
definition of innovation for sustainable rural development is needed, which, in addition to traditional
aspects linked to innovation (technology, applied sciences, ‘'modern’ business organizations), considers
innovation processes arising from local experiences and knowledge, which tend to be low technology and
intensive in their use of natural resources.



TOWARDS A NEW DEFINITION

FAO (2012) has established a definition for an innovation system that is closer to the needs of sustainable
rural development. It defined an agricultural innovation system as “a system of individuals, organizations,
and companies focused on finding social and economic uses for new products, processes and forms
of organization to achieve food and nutritional security, economic development, and sustainable
management of natural resources”.

Based on the above definition, a more specific definition is possible that considers family farming and
an inclusive food system as cornerstones for sustainable rural development. Therefore, a system of
innovation for sustainable rural development could be defined as:

A set of individuals, organizations and government institutions focused on finding social and economic
uses for new products, processes or forms of organization through the strengthening of family farming
and inclusive food systems, with the aim of sustainable rural development.

Of course, this generic definition is only useful up to a point. For this reason, the following discussion
moves toward a concept of innovation for sustainable rural development based on three key aspects of
the innovation system: 1) the role of family farming; (2) the social construction of the market, and (3) the
role of government institutions.

B. INNOVATION FOR SUSTAINABLE RURAL DEVELOPMENT
FAMILY FARMING IN INNOVATION PROCESSES

This section will highlight three aspects considered key to understanding the role of family farming in
innovation processes: 1) local knowledge and experience; 2) diversity of family farming, and 3) organization
and participation of family farming.

One important aspect for any system of innovation that aims to promote the strengthening of family
farming is the existence of local knowledge and experience. As indicated in the introduction, family
farming has historically been defined through agricultural systems that adapt to changing local influences
of nature and the socio-economic system. In this regard, family farming practices incorporate extensive
accumulated knowledge. This knowledge, understood as a resource, and this learning capacity, understood
as the capabilities and skills of family farmers, is the basis of innovation in rural territories. Of course, this
type of innovation is conditioned by the needs of subsistence farming, but can also be driven by them.
In other words, in order to subsist in an ecosystem with limited capital innovation is essential. And, even
though thatinnovation may not be technological, or related to the applied sciences, itis no less innovative.

In terms of the dynamics of innovation, these experiences can be grouped into products, production
processes and forms of organization. With regard to food products, family farming has historically been
the guarantor of food diversity and its underlying biodiversity, both in terms of type of crops and their
varieties. This contrasts with the rise of industrial agriculture and its dependence on only a few products.
Today, although there are more than 50,000 edible plants, only 15 crops are responsible for 90% of food
consumption (FAO, 1995). In terms of innovation of production processes, Altieri and Koohafkan (2011)
show through examples how family farming has historically innovated through complex farming systems
adapted to local conditions. Finally, innovation in the organization of the agri-food system helps to
create innovative ways of linking family farming with other producers, consumers, intermediaries, public
institutions and private companies. These new forms of organization can promote access to markets,
access to inputs and technological adaptation. Today, this is shown through innovative ways for family
farmers to integrate into value chains or develop innovative new business models linked to community
organizations through networks, alliances of mutual assistance, and cooperation.

In summary, the entire system of innovation for sustainable rural development based on family farming
should consider local knowledge and experience as a central driver of innovation. Of course, this type of
innovation faces certain challenges and is confined mostly to specific territories and experiences that
are difficult to replicate elsewhere. But given the homogenizing influence of industrial agriculture on
production processes, food products and forms of organization, local knowledge has a great innovative
potential. This can be complemented with research and development adapted to the local ecology and
socio-economic reality. And, this brings us to the second aspect - diversity.
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Innovation that promotes sustainable rural development should consider two key aspects of diversity in
family farming: diversity as a characteristic that should be considered in all innovation policies and as a
driver of innovation.

Family farming is inherently diverse. This diversity is due to territorial links that frame family farming in
a specific cultural and environmental context. As a result, policy recommendations for innovation that do
not consider the diversity of rural areas will have little chance of success. The diversity of family farming
is also a challenge in defining the term sustainable development, since the definition depends to some
extent on the specific territory.

Yet despite its diversity, family farming shows some common features and trends. In this regard, innovation
policies designed to facilitate the strengthening of family farming must recognize that the subsistence
strategies of rural households are highly dynamic and involve multiple sources of income, not only
agricultural. In fact, it is increasingly common that agriculture in rural areas is not the only or even main
source of income.

Considering its different environmental and cultural contexts, the great diversity of family farming can
be a driver of innovation. This diversity is reflected in products, processes and forms of organization,
which if expanded through an inclusive food system could become innovative sources for sustainable
rural development. The challenge is how to organize and this innovation, without eliminating the diversity
that is its strength.

The third key aspect to stimulate innovation in family farming is organization. This is important for at least
two related reasons: 1) the need for collective action to define an agenda for sustainable rural development
and innovation, and 2) to establish an innovation system that is participatory and responds to local needs.
In contrast to the first point, which frames innovation through changes in the organization of the production
process, this second point emphasizes organization based on collective and participatory action. In other
words, a system of innovation that seeks to strengthen family farming must be based on a system in which
farmers control the production process and which responds to the realities of their local context.

Withrespectto thefirstpoint,inordertoinfluence the dynamics of innovation thataffectrural development,
family farming must be organized. This entails an important policy dimension given that the achievement
of sustainable rural development is socially constructed. Different views and policies regarding the
conditions and terms of sustainable rural development can be proposed, but rural organizations are
needed to interact with public institutions and lobby for family farmers’ interests.

If rural actors do not have the capacity to organize, their influence on the social, economic and political
processes that affect them will be minimal, and this tends to negatively influence the dynamics of
innovation aimed at sustainable rural development. Although favourable conditions can be generated
from the outside, it is difficult for an effective organization to be created this way. The organizational
challenge for family farming, which tends to be relatively fragmented, contrasts with the professional
associations of large agricultural businesses in Latin America and the Caribbean, which tend to exert a
strong influence on public policy.

With respect to the second point, local organizations are also important because they can facilitate
innovation dynamics. In other words, organizations can facilitate the adaptation of innovation to local
needs and conditions. The ways in which local organizations can exert influence include: improving
access to and management of natural resources, sharing experiences, facilitating access to inputs and
outputs, offering training, improving the availability of information, strengthening bargaining power with
intermediaries and participating in public research and extension.

In summary, the organization of rural actors is important to establish a system of innovation that will
strengthen family farming and establish an inclusive food system. Organizations have greater capacity to
exert influence on the processes of innovation and facilitate participatory processes.

The importance of family farming in the dynamics of innovation has been analysed based on three points:
local experience and knowledge, diversity and better organization. The next section will discuss the
importance of socially constructed markets.



SOCIAL CONSTRUCTION OF MARKETS

The neoclassical interpretation of the economy has fostered an understanding of markets as a free
exchange between autonomous individuals isolated from social influences. This conceptis also reflected in
the design and implementation of public policies, including in innovation policy. However, this conception
of markets is insufficient to understand the operation of existing markets and the role of innovation when
not driven by market forces. This problem is highlighted even more when studies focus on markets linked
to family farming, which are often incomplete or non-existent.

However, any critical analysis should go beyond the perfect market as a point of reference and propose an
institutional reformulation, not only when markets fail, but where they do not exist. A better approach to
sustainable rural development should consider markets as socially constructed. The social construction of
the market begins with the premise that perfect markets, as described in neoclassical economics, do not
exist. Instead, markets are social products or spaces of socio-economic coordination, reflecting, among
other things, power relations and cultural aspects. They can be seen as spaces for cooperation and not
only to govern competition or facilitate the accumulation of wealth.

In other words, markets and innovation for sustainable rural development can be mutually reinforcing, but
public policies are needed that promote the construction of spaces of exchange and facilitate access for
family farming with the aim of achieving an inclusive food system.

Within this policy framework, innovation for sustainable rural development occurs in at least two related
stages: first, in the social construction of the market and, second, as a result of the functioning of the
market (e.g. local markets and short supply chains). When new markets are established, they should be
organized to form lasting social relationships. This allows innovation in the forms of organization and
coordination among the various actors of the system, including government agencies, private companies
and rural organizations. The social construction of the market in this stage determines the form and
content of new relationships. Finally, once the market is created, it expresses specific social, economic,
and environmental characteristics. Examples of this first stage are the markets that emerge through public
procurement, trade in seeds or university cafeterias linked to specific territories.

The second stage of innovation occurs when markets are already operating. This is due to the proximity of
producers and consumers since innovation is more likely to occur when there is proximity between supply
and demand, above all in the development of new products.

But such proximity may have other benefits in terms of sustainable development based on family farming
and inclusive markets. A market that brings together producers and consumers helps to redistribute the
profits of the production process and bypass intermediaries that tend to capture a higher percentage of
profits. A more integrated local market also facilitates the more efficient use of natural resources, more
immediate access and fresher food, and less dependence on imports from other countries or territories.

Even without a perfect market to drive innovation, the existence of local markets may contribute to an
increase in productivity. For producers, proximity to demand, access to key information, better access to
inputs and interactions with other producers can accelerate and improve production processes.

In summary, a critical analysis of innovation for inclusive markets that benefit family farming should not
be limited to an analysis of the ‘perfect market’ model (market failures, efficient distribution of resources,
etc.). This limits public policy options to make institutional changes when the market does not work,
leading to incorrect conclusions and poor policy decisions related to the economic development of rural
households. Considering that markets are a social construction, it is more appropriate to conceive of them
as social institutions, formed by relations between groups based on interests, gender and indigenous
peoples. Of course, this does not mean markets are immune to influences due to the imperatives of
competition and accumulation of wealth.

The above analysis has focused on innovation and its links to family farming and the construction of markets.
Government institutions have been mentioned only in passing, but in the following section we examine briefly
the role of these institutions in promoting innovation related to family farming for an inclusive food system.

THE ROLE OF GOVERNMENT INSTITUTIONS

The role of government institutions in promoting innovation that contributes to sustainable rural
development can be partly interpreted from the preceding analysis on the role of family farming and the
social construction of markets. To avoid repetition, the following analysis will focus on the mostimportant
aspects of this role and should be understood as a continuation of the previous discussion.
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First, it is important to note that State and government institutions require institutional strengthening
and legal frameworks that promote innovation policies. This can include specific laws for family farming,
regional forums on agriculture, and cooperation between countries.

In parallel with institutional and legal reforms, the dynamics of innovation benefit from a system in which
the actors work together (national and local government institutions, extension services, research centres,
organisations of producers, cooperatives and other community groups). In this regard, the question that
arises is how can government institutions promote a system of innovation that: promotes individual and
collective capacity for innovation, recognizes the diversity of family farmers, including their demands and
local needs; facilitates closer co-operation between formal and informal research entities; and contributes
to the construction of inclusive markets, among other things.

Even so, the role of innovation in public policy should not be overestimated. While innovation can
contribute to sustainable rural development, it is not enough on its own and must be integrated into
broader efforts that include rural development and effective social protection policies. The following
discussion should be understood with this in mind.

From a general perspective, a system of innovation for sustainable rural development would benefit from
coherent innovation policies. In other words, coordination is needed among the various public policies
and programs (e.g., science, technology, education, industry, infrastructure, taxes and economy), which
impact the dynamics of innovation in family farming and rural households more generally. An exclusively
sectoral approach is not sufficient because the creation of a favourable environment for innovation should
be part of a national effort that pays special attention to the link between policies and the territorial focus
of State institutions (from ministries to local governments).

Related to this point, a primary objective of government institutions should be the coordination of
social protection with productive development policies. Social protection policies, even if they improve
socio-economic conditions, are limited if they fail to establish conditions that enable family farmers to
successfully integrate into the food system. To this end, a policy of innovation focused on family farming
and ruralhouseholds should: 1) contribute to improving the conditions and terms of access to critical assets,
such as land, water, infrastructure and energy; (2) facilitate access to financial services (credit, insurance)
and non-financial technical assistance, extension and information; (3) strengthen local organizations and
promote their participation; and (4) establish specific policies for gender and indigenous peoples.

Examples of policies that promote innovation for sustainable rural development and require the
participation of government institutions include: the social construction of markets (e.g. public
procurement, school food programs); public food supply systems; promotion of short supply chains
(farmers’ markets, direct selling etc.); and inclusive integration into value chains.

As noted above, the role of government institutions is essential to establish an innovation system that
allows sustainable rural development. Innovation policies must be integrated with social protection and
productive development policies and be coherent with a broad range of policies that have an impact on
the innovation system. In addition, they must be understood in terms of the role of family farming, rural
households generally, and the social construction of the market for sustainable rural development.

The following is a brief summary of the articles by various authors who have contributed to this book.

C. AUTHOR CONTRIBUTIONS

The common theme of contributing authors in this book is the understanding that the dynamics of
innovation can facilitate sustainable rural development. The first two contributions are attempts to
conceptualize innovation in view of sustainable rural development. In Chapter 2, Arilson Favareto explores
the relationship between innovation, development and sustainability. The author proposes a systemic
approach to innovation that breaks with the traditional dual vision of innovation based either on increased
productivity and supply, or on an experimental perspective rooted in local realities. Favareto proposes
three strategies to encourage innovation that increases productivity and supply, improves well-being and
protects the environment: 1) access to markets that highlights the importance of the social construction of
markets; 2) social protection and inclusive production, and 3) the adaptation of technologies derived from
both the “diffusionist” and “"experimental” models. The author also recognizes three main challenges: 1)
integrate networks of science and technology with educational institutions; 2) redesign the educational
curriculum and extension to adapt to farmers’ needs, and 3) establish strategic research projects.



In the next chapter, Eric Sabourin begins with an overview of the concept of innovation that highlights
two main aspects. First, he notes that innovation is rarely a simple mechanism of creation and diffusion,
and secondly he stresses the importance of collective action for innovation processes. The author also
stresses that there has been little innovation at the government level in contrast to civil society. Sabourin
then proposes the development of public policies that reflect the specific conditions of countries and
their farming communities. These policies, he argues, should be both transversal and sectoral, thereby
helping to break the dichotomy of social policies that support family farming and agricultural policies that
support agribusiness. The author concludes by proposing an innovation system that is based on relations
of reciprocity and commercial exchange.

The following three chapters emphasize innovation at the institutional level for the delivery and
implementation of effective programs. First, Maria lgnacia Fernandez highlights the problem of coordination
between conditional cash transfer programs (CCTs) and productive programs. The author argues that CCTs
have lost their innovative strength by not linking with productive programs. The main problem is that
CCTs focus on the individual or household, while productive programs are usually focused on the territory.
Obstacles recognized by the author to achieving effective coordination include standardizing the coverage
criteria and target population between CCT and productive programs. To overcome this barrier, the author
argues that political will is needed for effective coordination between different levels of government and
community organizations in order to facilitate the design and implementation of programs adapted to the
needs of the territory.

The following chapter by Marcos H. Easdale is based on a case study of the possible coordination between
scientific research and rural extension. The author’s analysis is based on the experience of Argentina’s
INTA (National Institute of Agricultural Technology) with the Commercial Agricultural Cooperative of
Small Producers of Central Neuquén. This experience includes aspects of both R&D and E&T. The author
emphasizes that to achieve positive changes in the territory requires first breaking through institutional
and organizational inertia. This requires political and community leadership to ensure the sustainability of
projects beyond individual efforts. This can also facilitate extension based on the integration of scientific
and traditional knowledge, which can serve as a link between different actors and interests, where the
aims of policymakers converge with community expectations.

The next chapter by A'kos Szebeni proposes linking social protection with financial inclusion. This linkage
would promote synergies and optimize the multiplier effect, helping to ensure the durability of the social
policy impact. The author proposes three different approaches to link social protection programs with
financial products. These vary according to the complexity of the programs and their potential synergies.
The author concludes that social protection programs can help reduce asymmetries of information and
facilitate the delivery of inclusive products. The biggest challenge, according to the author, is coordination
between institutions to effectively link social protection and financial inclusion programs.

The chapter by Marcos Rodriguez Fazzone is based on the study “Food supply system: A basis for the inclusion
of family farming” developed in 2016 by FAO and Plan MANA (Program for Improving Food and Nutrition)
for Colombia’s Department of Antioquia. The author emphasizes that the food supply system is currently
comprised of long supply chains, which results in higher prices, energy costs and losses in the quality and
quantity of food. He argues, therefore, that innovation in terms of the construction of social markets should
be based on relocating supply. He concludes that the relocation process requires strengthening coordination
both between family farmers, and with local government institutions and consumers.

The following chapter discusses the experience of Itaipu Binacional's Good Water Cultivating Program
(CAB). This program was created as a social and environmental mitigation plan after the construction
of the Itaipu hydroelectric mega-project. Its strategy to promote innovation is based on the permanent
participation of those affected by the mega-project. Indeed, more than just an environmental project, the
program aims to be a ‘movement’ of permanent participation’. The most innovative aspect of the program
is its methodology for the design and implementation of applied environmental research. In particular,
this includes building relationships with community members who participate, implement and legitimize
the program'’s initiatives, as well as, indirectly, the construction of the hydroelectric plant. As a result, the
CAB includes ‘innovative programs that do not degrade the environment and are technically appropriate,
economically viable and socially acceptable’.

The final chapter by Ana Paula de la O Campos and Benjamin Davis, with the contribution of Maria Ignacia
Fernandez, is a summary of the previous chapters. The authors also emphasize the importance of recognizing
the diversity of poor rural households for a successful policy of poverty reduction. They highlight the need
for broad, multi-sectoral policies that require innovation at the institutional level to effectively design,
implement and execute these policies. According to the authors, this institutional reorganization is necessary
for the competitive and sustainable integration of the territory with dynamic markets.
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1. NEW APPROACHES AND CONCEPTS FOR INNOVATIONS

IN SUSTAINABLE RURAL DEVELOPMENT IN LATIN AMERICA

Arilson Favareto ?

1.1 INTRODUCTION

What kinds of innovations and for what kind of rural development in Latin America? The answers to these
questions remain far from clear. Given the current state of global capitalism, the role of innovations in
economic revitalization is undeniable, although any such consensus vanishes as soon those innovations
are associated with broader and more complex notions of development. And the difficulties multiply when
the qualifier “sustainable” is added, clearly a widely-held value or normative ideal — much like democracy
or freedom - but its realization in terms of concrete measures and policies remains highly contentious.

The promotion of healthand well-beingin Latin Americahas movedin a positive directioninrecentdecades.
Nearly every country (particularly those that pushed through progressive social inclusion programs) has
seen a substantial reduction of poverty and improvements in several quality of life indices, including
schooling and access to electricity. This could lead to the assertion that the combination of proven policies
and the direction chosen for economic development has borne itself out, and that, accordingly we are
moving toward sustainable development. Nevertheless, the pace of these improvements, especially the
index of poverty reduction, has begun to slow in recent years. Additionally, the improvements have been
uneven across the social spectrum; inequality is still vast and deeply-entrenched. Furthermore, sustaining
economic growth has proven difficult for several countries in the region (Rimisp, 2015; Cepal, 2016).

These findings would suggest that, despite the irrefutable developments, there is still a long way to go
before rural areas throughout Latin America undergo truly sustainable development processes; at best,
we are at the halfway point. It is worth noting that public policy and social involvements are not unlike
technology: the result-producing potential of innovation decreases over time. Further innovation becomes
crucial, both in forms of production and in incentives and policies.

The role of innovation is all the more clear if one considers that the world population will approach 8
billion by 2030, of which 40% will still be living in rural areas. Global poverty will remain concentrated in
these areas (United Nations, 2014) of major ecosystems, all the more decisive for the fragile and declining
environmental balance of the globe. How, then, to improve the material conditions of a substantial part
of humankind and at the same time reduce the pressure on natural resources? Is it possible to establish
models of development that promote these new ways of using natural resources while simultaneously
reducing inequality? When discussing innovations in sustainable rural development, it is these types of
issues that must be addressed.

Central to this text is the idea that a more systemic and robust approach to technologic, social and
institutional innovations would require moving beyond both the mainstream vision of innovation systems
(which have shaped the current agri-food systems) as well as the alternative vision that has prevailed in
many organizations. The mainstream approach is marked by a strict separation between the production of
knowledge and its dissemination into two different systems. Its outcome was the diffusion of models ill-
suited to local circumstances and formulated according to one condition: the increase of productivity and
food supply. This model of innovation systems does not encourage diversity, neither does it value local
knowledge - or environmental conservation. On the other hand, the experimentalist vision of innovations
contributed decisively to the creation of a body of knowledge, and to practices deeply anchored in local
circumstances. Some difficulties arose, however, in translating such experiences into institutional and
legal frameworks, in other words, in adapting them to a larger scale in order to overcome their atomization
and fragmentation. A systemic and robust approach to innovations should focus on this very gap:
enhancing the knowledge produced through a variety of experiences in the field, and connecting it with
the results of the constructive and diverse public policy developed in several countries over the last two
decades. But this is not all. It is also necessary to both formulate a coherent basis and mobilize currently
scattered resources, providing incentives and forms of coordination that can bring about a new stage
in the sustainable rural development of Latin America — something as comprehensive as what resulted,
decades ago, from the Green Revolution. This time, however, improvements in health, well-being, and
environmental conservation should be added to productivity growth as key requirements.

2 Federal University of the ABC and Brazilian Center for Analysis and Planning — Brazil



To illustrate this thesis, this paper is divided into three sections. The first section briefly summarizes the
main tenets of the relations between innovations, agriculture, and sustainable rural development in order
to outline the concept of innovation systems - which will be used as a reference in subsequent analyses.
The second section aims at contextualizing some of the main regional trends in family farming and rural
development. The goal here is to define where we stand with regard to regional trajectories for reducing
problems associated with poverty, food safety and sustainability, and to identify the requirements for
developing innovation systems. The third section seeks to connect innovation systems to the Sustainable
Development Goals. In this part of the text, three major issues for rural development in Latin America are
addressed: the relationships between systems of social protection and productive integration, inclusive
and sustainable markets, and thirdly, technology, technical assistance and rural extension.

1.2 DIFFERENT WAYS TO UNDERSTAND WHAT
INNOVATIONS ARE AND HOW THEY ARE PRODUCED

1.2.1 CONCEPTUALIZING INNOVATIONS

The starting point for reflecting on how to induce innovations for sustainable rural development is to
understand the varying conceptions of the term innovation, as well as how they might be produced. In the
literature on agri-food systems and sustainable rural development, a rather broad definition is common:
innovations are changes made to current patterns which generate improvements — such as increases in
productivity and competitiveness; socially-minded notions such as the increase of income, sustainability
and equity (FAO, 2016; European Union, 2014) are sometimes added to this definition. In this definition,
the substance of an innovation is identified by its results rather than by the process that has produced it.

The definition, impact and constraints of innovation have been matters of debate for nearly a century.
Combining existing resources into functional operation: this is the core of the idea of innovation, according
to its most prominent author, Joseph Schumpeter (1928; 1934; 1942). In his classic book, The theory of
economic development, he expands the above definition by introducing a well-known (and polemic)
distinction between invention and innovation. Invention would be a new combination of resources made
in order to create something that might or not have economic importance. Only when it is transformed
into a social product, into new merchandise, or into a new way of producing merchandise does it become
an innovation. That is, something that can be economically exploited and subject to relevant social
transactions. Schumpeter defined five types of innovation: a) new products created by introducing new
goods into a market; b) new methods of merchandise production or marketing through the introduction
of technologies or processes; c) new sources of raw material, including the substitution of materials; d)
new markets, including the creation or formation of new groups of consumers, or the introduction of new
consumption needs among existing consumers; e) new ways of organizing companies - creation of new
methods and structures to manage work, production, and marketing.

According to the author, a primary effect of introducing such innovations was the disruption of the
markets’ balance, affording new profit and investment cycles. These gains were always temporary, since
exceptional profit tended to fade as innovation began to be adopted by larger groups of entrepreneurs,
creating new stability and new crises, which could only be disrupted by the introduction of a new cycle of
innovation. This was his principal contribution: he showed the cyclical nature of capitalist development
and the critical role played by innovations in those cycles. Nevertheless, for many, this reasoning didn’t
adequately explain howthese new combinations of resources emerge - and how they become innovations.

Schumpeter claimed that there were three preliminary conditions for new cycles of innovation: new, more
advantageous economic possibilities (products, markets, services); limited access to such possibilities
(for opportunities to be available exclusively to some people, producing profit); an economic situation
allowing cost calculation and fairly reliable planning (minimum stability). Even so, one question had yet to
be answered: how to transform these necessary conditions into actual innovation? Some of Schumpeter’s
followers sought to deepen their knowledge of the impact of innovations and technological progress on
economic development (Abramovitz, 1956; Romer, 1964 and others). Others (Nelson, 1959; Freeman,
1972 and others) focused on understanding the processes of innovation production and diffusion. This
second group, of particular interest to us here, formulated three key ideas that are briefly presented below.

First, if innovation is more than invention, it should be noted that there is no innovation without invention.
Next, the links and interdependencies among innovations, science, and technology become stronger as our
societies’ relationship with knowledge intensifies. While, in the Schumpeterian conception, the individual
entrepreneur is the primary vector for innovation, the focus here becomes the connection between the
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production system and the scientific and technological production system. Innovation is no longer cast as
belonging exclusively to the inner sphere of companies, but is considered dependent on the interaction
between the sphere of business and the sphere of science. Secondly, expected windfall profits would
directly depend on the possibility of innovations becoming profitable, which occurs when the product of
economic activity actually reaches the market. This is not just a question of the supply of new products or
services; expectations depend on whether a social demand materializes from those innovations. Research
shows that the dynamics between the sphere of production and the sphere of science and technology,
as well as between supply and demand, and their consequences for innovation, vary in each sector of
economy. This provides the basis for the third contribution: the key role of diffusion in the dynamics of
innovation. Diffusion not only involves the dissemination of a new technology, it is part of the innovation
process itself, since it involves learning, imitation and social returns. It is the process by which individuals
and companies adopt a new technology or replace an old technology with a newer one, changing the
pattern of an entire branch or sector. These shifts reveal the many possible interconnections between the
sphere of production and the sphere of science, and between producers and markets.

These ideas draw crucial attention to substantive aspects of the organizational pattern of the currently
prevailing global agri-food systems’ origins, and, to a certain extent, to the direction of rural development in
the numerous countries whose economies depend on these systems. The previous generation was primarily
concerned with responding to the dietary needs of a world undergoing massive demographic expansion.In a
relatively short period of time, many countries went from the condition of food scarcity to that of food export
(Mazoyer&Roudart, 1997). Even economic theory is no longer focused on food supply and it is now widely
accepted that the key issue for tackling poverty and hunger lies in access to food rather than in agricultural
production, as is well articulated in the renowned work of Amartya Sen (Sen, 1982).

This was facilitated by the interplay between a variety of factors: the technological transformations of
the Green Revolution; the introduction of social innovation systems which mobilized scientific research
for the continuous development of those technologies inside and outside of companies; the introduction
of rural extension services able to rapidly spread those technologies; the organization of credit schemes
to finance the transition of technological patterns; the implementation of infrastructures and channels of
transformation and commercialization to ensure access to potential markets for food products (Goodman
et al, 1990). And, last but not least, this all took place within a pattern of social organization in which
regular access to basic food staples at lower prices relative to other basic needs was fundamental in
ensuring the stabilization of social reproduction conditions of a large labor population. It also allowed
for a reduction in household food expenses, freeing a portion of the wages for the consumption of other
goods, and stimulating the development of other industrial sectors. of the contemporary capitalism (Veiga,
1991). It is worth emphasizing, however, that these innovations involved an actual social system (Amable
et al.,, 1997), connecting, on one hand, the varied resources and institutions (credit, science, education)
required to produce and spread technologic and organizational innovations and, on the other hand, a sort
of organized social demand (standardized, regularly-supplied food and a social interest in the reduction of
food costs, in order to stimulate the expansion of other urban and industrial sectors).

There was, as is well known, a price for this relative success. The funding of this new model impacted the
debt level in many countries, particularly in Latin America, where countries had to cover the conversion of
their old land elites into modern rural producers. Farm technology systems, rural extension and technical
assistance services, credit channels, and incentives for integration among farm, industrial, and financial
capital were implemented in order to introduce or adapt technologies produced in the so-called Northern
countries. The resulting economic model is highly dependent on major agribusiness conglomerates
that increasingly control the direction and pace of technologic innovations, often ignoring risks and the
precautionary principle, thereby reducing countries’ sovereignty over their natural and genetic resources.
From a social point of view, the production conditions of this new model led to the exclusion of millions
of farmers, and to a ruthless concentration of production and income, as well as to countless conflicts over
land and other natural resources, such as water and forests. With regard to environmental resources like
soil and water, the expansion of such intensive production is damaging to both biodiversity and to human
health; in particular, the abuse of chemical pesticides and the promotion of diets leading to obesity and
other illnesses.

These issues have led increasingly to a rejection of the current organization model of agri-food systems.
Yet it would be naive to imagine that such a model no longer enjoys strong support and social legitimacy.
On the contrary: for poor populations in rural areas, the consumption of industrial food products (instead
of local or natural products) is often associated with higher social status. For urban populations, well-
known brands signify reliable food origins and compliance with sanitary regulations. Governments and
national economies in Latin America have gone through a process of ‘reprimarization’ [Translator’s note:



return to a primary sector-oriented economy] of their export schemes (McMillan&Rodrik, 2012). In several
countries’ parliaments, representatives of these sectors and companies are a highly influential force.
Companies have even started to practice what is called the “proactive management of contestability”
(Hommel, 2004). The soya moratorium in the Brazilian Amazon is an example of how the behavior of
European consumers was able to influence agro-industrial expansion strategies in the tropics, leading
to the introduction of basic ways to control deforestation. The FSC logo is another example of how the
production model itself, and the relation with suppliers and local civil society, can be altered slightly
by introducing social, environmental or transparency clauses (Voivodic & Beduschi Filho, 2011). Recent
commitments made by agri-business corporations to reducing the sodium and sugar contained in their
food push in that same direction (Nilson et al, 2012).

In spite of such challenges, the days of the large-scale diffusion innovation model in agri-food systems are
hardly numbered. This sector does continue to produce innovations - probably not with the intensity and
speed required by the extensive economic, social and environmental problems identified - and this model
is, to date, still supported by political and social legitimacy. It continues, objections notwithstanding, and
there is no reason to imagine that this will change in the near future. We know that in the upcoming decades
the world population will continue to grow. We know that this growth will be particularly concentrated
in Africa and Asia, and will demand an increase in food production. Along with the social objections to
the limitations of current agri-food systems, a new set of actors and a new narrative about agricultural
production have emerged - with their own ways of reflecting on the topic of innovation.

1.2.3 THE EXPERIMENTAL APPROACH

While the protagonists of the diffusionist approach presented above were major agri-food conglomerates
and governments (around which other actors including universities, research institutes, supermarkets,
supply networks and the financial system were organized), what is referred to here as the experimental
approach is a narrative emerging primarily from social organizations. Varying from one country to another,
these protagonists come from various popular movements - farmers, peasants, indigenous peoples,
environmentalists (p.ej: Via Campesina, 2010). In the academic milieu, renowned intellectuals and
institutions theorize and lend legitimacy to this approach (entre otros Altieri, 1995).

But why define it as ‘experimental’? Insofar as it emerges from criticism of the clear separation between
the production of knowledge and its diffusion that we find in the dominant model. These forms of mass
production are ill-suited to local circumstances and depend exclusively on productivity and supply.
The dominant model doesn’t engage with cultural diversity or biophysics, and doesn’t ascribe value to
local knowledge, environmental conservation needs or social inclusion. Predictably, opposition to this
approach has developed into a series of networks systematizing a wide range of knowledge and practices
deeply rooted in local circumstances. Such a narrative is generated from an evidence-based dimension of
specific practices, experiences and know-how, rooted in the regions themselves, and produced by social
actors intent upon maintaining and reproducing their resources. This vision is strongly rooted in the kinds
of interrelations between social systems and specific ecological systems that are likely irreproducible in
other contexts.

A number of concepts, notions and categories have emerged in relation to this narrative. The most
widespread is perhaps the notion of agroecology, considered by some to be a scientific concept or
discipline, by others a social practice, and by still others to be a social movement - though in all cases
rooted in ecological conservation (Altieri, 1995). Other concepts include short distribution channels,
defined as ways of selling that engage few intermediaries (in some cases a maximum of one) between the
producer and the end consumer (Marsden, 2004). Another notion is participatory certification, defined as
a way to certify compliance with certain social and technologic production conditions. This assessment
is made by members of the communities themselves, rather than by external companies or third parties
(Sabourin, 2012). Also worth mentioning are forms of horizontal learning introduced among farmers,
including the “Farmer-to-Farmer” method, in which producers learn directly with their peers under similar
conditions and constraints, with the aim of finding and sharing applicable solutions (Holt-Gimenez, 2006).

Undeniably, the legitimacy of this experimental approach is growing. Increasing numbers of consumers
seek out natural or certified products, as well as those distinguished by regional origin. Similarly, the
number of organizations and networks supporting production and sales channels coherent with this
narrative has also increased. The ability of this narrative to become a new prevailing model of production
and organization of agri-food systems is, at the same time, highly disputed. Many critics argue that it is not
possible to feed an expanding world with agro-ecology or similar practices. Social organizations answer
that this is a problem related to the transition itself: as government funding, programs and incentives
supporting these practices develop and expand, the volume of supply will rise and costs will drop,
making it possible to eventually replace the mainstream agribusiness model in present-day capitalism.
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Furthermore, the unsustainable nature of the current model in the medium and longer term is justifiably
decried. In any case, the controversy remains vigorous. For the purposes of this text, it suffices to say that
the alternative organizations and networks mentioned here find it difficult to translate local learning into
changes in institutional frameworks, with the aim of broadening these experiences and overcoming their
fragmentation. Therein lies the big challenge, regardless of whether the ultimate goal is to replace the
dominant model entirely or to substantially increase the influence of the alternative model. But another
question arises: how has the state, up to now, addressed these demands?.

At the beginning of the 21st century, governments regarded as progressive came to power in several key Latin
American states. In that same period, intergovernmental cooperation was strengthened on the continent. This
not only created and reinforced policies and programs on family farming, but also stimulated the exchange
of experiences resulting in the adoption of similar platforms in different countries. A variety of policies were
implemented in different fields, such as specific credit regulations, public procurement programs ensuring
markets for groups of family farmers, as well as support for agro-ecological social networks specialized in
advisory and rural extension services (Niederle, 2016). These were accompanied by an expansion of social
protections, either through income guarantee programs or cash transfer programs (Maldonado et al, 2016)).
Such innovations in public policy and in the institutional environment resulted from the governments’
increased attention to the interests of rural social movements, their prioritizing social inclusion, and also
from the presence of leadership and technicians coming from these particular sectors.

This broad range of policies — varying both in scope and in quantity of resources committed - led to
substantial reductions in rural poverty (Cepal, 2016). It also served as a crucial acknowledgement of the
social legitimacy and contributions of a segment of the population in countries across the continent: family
farmers, peasants, and indigenous people. However, at least three distinct problems remain unsolved.
In spite of the crucial role of these efforts, they remain quite limited in comparison with governmental
technical and financial resources allocated to corporate farming. Support given to peasant, family
and indigenous farming is still limited. However, rather than dropping in the last period, the sector of
commodity production showed gains in regional economies; this is what McMillan&Rodrik (2012) called
the premature deindustrialization in Latin American economies. Additionally, a typical feature of these
policies is an acute lack of coordination. For example, in many cases, the increased credit supply did not
foster the agro-ecological transition, but instead promoted the adherence of family farmers to production
schemes established by the entrepreneurial sector - using chemically-intensive, un-ecological practices.
Finally, an increase in resources proved insufficient in transforming the production in rural economies,
since it was not matched with a strategic reorganization project in these regions. These ‘inside the door’
policies (Translator’s note: policies with emphasis on family/institutional production, opposed to policies
aimed at what surrounds these productions, such as collective infrastructures or roads] with access, at
best, to public procurement markets, consequently remained dependent on government funding. We are
not referring here to the conservative criticisms that the poor should not be dependent on the state, but
stating instead that these segments of the population need protection from reorientations arising from
changes of government. This requires better integration between policies on social protection, family
farming promotion, and the reorganization of regional production.

At this particular point in Latin America’s trajectory, what conclusions can we draw from a comparison of
the three approaches to innovation described above? The dominant pattern addresses two of the crucial
requirements: large-scale food production and the production of monetary surplus for the Latin American
economies — all of this in the form of commodity export. This model is inherently exclusionary and comes
at high environmental cost. The alternative model, much more coherent from a social and environmental
perspective, is nevertheless based on limited experience, and provides both limited food supply and
limited surplus within the agri-food systems. Thirdly, a number of institutional innovations have expanded
the support for the alternative model, but, at the same time, have paradoxically served to strengthen the
predominant pattern.

It seems reasonable thatany future strategy would focus on these kinds of commitments. We are not talking
about choosing between two patterns, which will both certainly continue to exist. At issue here are the
resources, investments, and incentive systems that allow for decreasing the negative socio-environmental
impact of agro-industrial systems, while not restricting responsible agro-ecological practices to isolated
socio-environmental experiences. Social systems of innovation must somehow become less ambiguous.
To find ways to accomplish this, we must first ask ourselves about possible scenarios for rural Latin America
in the upcoming period. This is the objective of the next section.



1.3 FUTURE SCENARIOS AND FORMS OF INTEGRATION
FOR RURAL LATIN AMERICA

1.3.1 FORMS OF INTERNATIONAL INTEGRATION

Considerable references to possible future scenarios have been made in previous pages. In another decade
the world population will approach 8 billion and, over the course of the century, it should reach 10 billion. The
most widely accepted projections predict a stabilization of the world population from that point on. However,
regional manifestations of such growth are heterogeneous. The Asian continent should reach its population
stability within the next three decades, while the African population will continue to increase for a longer
period (United Nations, 2004). The implications of these figures are, among others, permanent demand for
commodities, in general, and for food, in particular - one that will be partly fulfilled by Latin American countries.
Thus, the stimulus comes from global population dynamics and reinforces this form of economic integration.

On the other hand, the positive effects of such global demand are not the same as a decade ago. Parts of the
progressive Latin American agendas were financed through the then high exportation price of commodities.
The global financial crisis of 2007-8 forced a slowing of economic growth in countries that were central to the
global economy. The resulting reduction in the demand for Chinese manufactured products consequently
slowed economic growth in Asia. There are two additional factors here: first, the change of government in the
United States and the promise of a more protectionist policy in the face of Chinese competition. Secondly,
the Chinese government'’s strategy to itself reduce the impressive pace of China’s economic growth, in order
to address increasing internal inequalities and the changes required to improve and refine their production
structure (KPMG, 2016). Although the demand of commodities will remain high in Latin American countries,
the conditions of the past decade — with rising prices —is unlikely to be replicated. Thus, larger amounts of
exports at lower prices will be required in order to maintain the same level of profit.

It is impossible to analyze future scenarios without considering the important role of climate change.
Even in the forecast of medium-term population stabilization, all projections point towards an increase of
the environmental impact of the current model of farming. Significant progress in reaching the recently
agreed-upon Sustainable Development Goals (United Nations, 2015) is necessary to interrupt the current
trajectory of environmental degradation. Many hold that the red line has already been crossed, and that
damages are irreversible. In any case, the high demands set for this sector and for the exporting countries
do seem indisputable.

Such impact could be minimized through diversification in export schemes. Historically, and, more
importantly, throughout the second half of the 20th century, many countries intentionally added
complexity to their production structures by introducing policies of import substitution. In certain
cases, these policies afforded self-sufficiency in food production and the development of local industry.
However, the international market for traditional manufactured goods seems to be largely taken. Recent
development in Asian countries, including Korea and, more recently, China, further decrease the likelihood
of this as any real opportunity for Latin America (Abramovay, 2016).

In order to fully address the forms of international economic integration, a relatively new aspect has to
be taken into account: against the backdrop of a high financialization of the economy, with a guaranteed
demand for commodities, and as natural resources become goods with tremendous value potential,
financial capital is showing an increasing interest in purchasing land purely as investment. Besides farming
and mineral production, resources like water and biodiversity are increasingly seen as absolutely strategic
in the geopolitical landscape of the next decades. Anticipating its future value, pension and investment
funds from Europe and North America are already purchasing land, representing a potentially high risk to
countries’ sovereignty and management of their own resources and territories (Romero, 2015).

1.3.2 VECTORS OF TRANSITION TO SUSTAINABLE RURAL DEVELOPMENT

Do the aforementioned forms of international integration represent an impasse? They do - if the range
of possible answers is limited to the driving economic forces of 20th century’s main national projects —
through both economic theories and political projects. If the economic opportunities for the 21th century
(which do not rely on any well-established theory or political leader) are taken into serious consideration,
then the answer is no.

Although the gateway to international integration by means of manufacturing is closed or too narrow,
the door to comparative advantages through the production of commodities is still open. There are still
the social and environmental costs discussed, and the prospect of an increasing dependency on these
markets — whose prices and demand are controlled not by the exporting countries, but by international
trade dynamics. This is an open door, one which Latin American countries will need to use, notwithstanding
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the clear dangers. It will be necessary to move in that direction, and at the same time to broaden other
opportunities seldom used in development policies and strategies, in general, and in rural development,
in particular. The more relevant ones are described below.

The growth of mid-sized cities, the economic and demographic growth of the country’s interior, and the
new urban/rural relations: these are among the key future transitions for rural areas in Latin America.
In virtually every country there is now a network of mid-sized cities that did not exist a generation ago
(Berdegué et al, 2012). Until the end of the 20th century, we lived with the expectation of a global hyper-
metropolization; a few large-size urban areas would boost economic and population growth. The industrial
employment crisis and higher costs of living in these big centers led to a stagnation of the massive urban
influx. These mid-sized cities represent today markets and infrastructures, and harbor the potential for
both creating new networks with the small neighboring municipalities and of becoming opportunities
for work, income, and access to public services and goods. Yet rural development policies ignore such
potential and do not use these cities as references for program and policy strategies; for policy-makers,
rural and urban still denote two distinct worlds.

New markets: we have already mentioned the increasing social rejection of the dominant forms of production
used by major agri-business conglomerates. Although we used to refer to the alternative options emerging
from this rejection as ‘niche markets’, nowadays larger and larger groups of consumers are unwilling to
accept products that flout compliance with certain social and environmental criteria (Niederle, 2013). More
and more of these consumers are willing to pay a premium for the guarantee that a certain product benefits
poor communities or areas with a particular social or environmental interest. It is often possible to access
these markets through short distribution channels. In other cases, more complex commercialization chains
must be used to reach these consumers. This possibility could be more effectively used in strategies aimed
at supporting farmers. The organization of these potential markets offers a unique opportunity to change
production and consumption habits, create incentives, and generate income.

Higher levels of education and science and technology networks: many Latin American countries are
about to eradicate illiteracy in school-aged children (Cepal, 2016). In many of these countries, the more
serious problems are found in secondary education and in the quality of school education. Yet it would
not be an exaggeration to say that farming households never had such high levels of education as today.
Conversely, there are networks of universities and scientific and technologic institutions spread across
the countries of the continent that have almost no connection with child and youth (primary) education
networks. Improving the educational environment for rural youth, and bringing scientific and technologic
institutions closer to the situation of Latin American rural regions, could prove mutually beneficial and
could foster greater communication between the agricultural production sector and the academic and
scientific sector, promoting innovations with high territorial, economic, and environmental impact.

Awide variety of experiences that needs to be expanded and stabilized: the flourishing of large numbers of
social organizations, including associations, trade unions, non-governmental organizations, and networks
of professionals came along with the re-democratization process on the continent, after some years of
military dictatorships. Through these organizations, a series of localized experiences took place, bringing
about learning and creating social capital that could be mobilized for more pressing challenges. It is not
just a matter of scaling up experiences and learning; a crucial question right now is how to transform these
lessons, in terms of the ways that government funding and private investments are managed, in order to
support these kinds of production and social organization. Such experiences could be thought of as more
than just an alternative, but rather as the base of a reorientation of policies, incentives and investments,
giving them a new dimension.

A wide range of policies with little coordination and coherence: to some extent, many Latin American
countries experienced a sort of ‘institutional schizophrenia’ in their development strategies. On one hand,
they opted for specialization in the production of commodities. On the other hand, they chose redistributive
mechanisms in order to minimize, at least partially, the negative effect of the economic exclusion inherent
in the large-scale commodity production model of big companies. In considering certain specific family
farming policies, credit is often concentrated in one segment (more capitalized), while public procurement
programs are oriented toward another segment (less capitalized). This is to say that policies are too often
designed separately and inconsistently, in the hope that beneficiaries themselves will find ways to integrate
with one another. As the literature on public policy shows, unless coordination measures are introduced at
the formulation stage, it is very difficult to connect policies once they are implemented.

There are significant limitations resulting from the position of Latin American economies at the
international level. There are, conversely, a variety of untapped opportunities. How to gradually minimize
the limitations related to the current context and scenario, and to encourage a new way of integrating
family farming, rural regions and national economies?. At least five vectors should be considered — with
direct impact in rural regions, taking into account the contradictions raised, and applying a strategy of
transition for sustainable rural development in line with the demands of the 21th century.



First vector: to reduce the negative social and environmental impact, tackling the unjust basis of
competitiveness in commodity production. Part of this sector’s competitiveness results from the adoption
of modern technologies and the productivity increase related to access to more dynamic markets. But
another partresults from unethical factors, including access to land in circumstances that verge onillegality,
non-compliance with labor regulations, weakening of environmental laws and laws protecting traditional
peoples and communities. It is time to stop seeing the commodity production sector as homogeneous and
to encourage the adoption of strong social and environmental protocols.

Second vector: to expand the presence of family farming in all kinds of markets. Short distribution channels
and agro-ecological production are spaces typically occupied by family farming, although their potential
could extend them much further. Along with the expansion of supermarket chains into the country’s
interior, other opportunities can and must be exploited, like appealing to the finer sensibility of some
segments within large markets for products made by small producers or by traditional communities. The
expansion of family farming’s market presence and productivity, without necessarily resorting to the same
technology model used by large-scale farming, represents a priority of economic revitalization consistent
with social and environmental needs.

Third vector: new forms of socially-responsible use of natural resources. For grass-roots organizations
and for part of the environmentalist movement, it is impossible to think about rural development without
thinking about food production. This is, indeed, one of the essential roles of rural areas and farmers. Yet, in
the 21th century other economic demands require special attention. More than 20 years ago, Ignacy Sachs
(2007) referred, in his studies, to what he called the era of the three "b’s": biodiversity, biotechnologies,
biomass. The value of biodiversity as an ecosystem-based conservation strategy and as genetic resource
bank for industrial sectors such as chemical, pharmaceutical, and food industries is underestimated in
the field of biotechnologies. Although biomass sources have been exploited at odds with environmental
conservation, as in the cases of sugar cane, corn, and soybean, this could be part of innovative production
systems which, diversify the supply of energy from food production.

Fourth vector: to increase economy’s overall productivity and well-being. In fields such as health,
sanitation, and education, Latin American societies still depend on factors limiting their economies’ overall
productivity. Improvement of these indicators relates not only to improvements in well-being, but also
has a direct impact on workers, companies and the overall economy’s yield. This represents a significant
opportunity, since the costs of infrastructure and services in the fields of education and health in these
countries, and in rural regions, are relatively low. These are social expenses that might be considered
investments either in occupation and employment, or in the improvement of what one area of economy
calls human capital.

Fifth vector: to boost and strengthen the endogenous base of national economies, diversifying the
production profiles of rural areas. The key word here is diversification. Although the level of consumptionin
many rural regions has increased in the last decade as a consequence of cash transfer programs, resources
spent in the local trade and service sector of those regions reflect a downward trend, with the expenses
going instead in the direction of big urban centers, as a sizeable portion of the products consumed came
from larger centers or were imported. By diversifying rural economies, investing in small and middle-sized
industries, or exploiting what mid-sized cities offer, work and income opportunities could be improved
and resources might be kept in these regions, diminishing both dependency and vulnerability (Favareto
etal 2012).

1.3.3 OBSTACLES TO TRANSITION

Following this presentation of scenarios, opportunities, and vectors of a transition to sustainable rural
development, the obvious question is: why has this type of strategy not yet been implemented?

The customary answer is that expanding well-being, restructuring rural economies, or investing in science
and technology are expensive undertakings and that funding would therefore be the main obstacle to an
innovation plan. However, this answer is only partially right, either because financing is not an unsolvable
issue — since much of what is referred to here does not require substantial expenditure — or because
resources are often used in anachronistic or maladaptive ways.

With respect to the question of financing, it would be crucial to know to what the surplus obtained
through commodity exportation would be directed. A significant amount of these surpluses have been,
until now, channeled into financial markets, where capital is reproduced without generating productive
reinvestment or expanding the work or the income of rural families. In a highly concentrated sector and in
a financialized economy, dissociation occurs between the needs of capital reproduction and social needs,
a trend widely recognized in current literature on inequality. The answer could be that it is perhaps time
for Latin America societies (though not exclusively for them) to regard inequality and climate change as
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the two major challenges of the 21™ century. Redistributive policies can be adopted in various ways. They
can be more or less aggressive; they can be aimed at compensating or at restructuring. In the last decade,
Latin America’s progressive trend chose a less aggressive, compensatory orientation. However, if local
societies are heading toward a new form of integration into global economy, and thus also toward the
integration of rural economies into this pattern, then it might be necessary to define taxation mechanisms
for financing such transitions. With regard to financing, what must be taken into consideration is that such
a strategy would certainly be less costly than the modernization strategies of several countries over the
last century which drove many economies of the region into debt.

More deeply-rooted than the obstacle of financing is a cognitive one which prevents decision-makers
and policy-makers from conceiving of truly innovative forms of integration for countries and their rural
regions. There is a path dependence forcing these actors to always perceive rural regions as dependent or
peripheral, and to come to the determination that existing agricultural policies (for the more productive)
or social policies (for the poorest) are sufficient. By the end of the last century, a vast body of literature on
multi-functionality and new rurality had sprung up, but this discourse lost ground in the next decade due
to the expansion of commodities. Nevertheless, the needs of the 21th century compel us to consider those
terms once again. Rural regions are not exclusively places of food production or of commodity export.
They are also places for the production of renewable energy, for environmental conservation, or land
optimization. Their protagonists are not only rural social movements or large agri-business corporations
but also a wide range of economic groups and local actors whose interests are not limited to those of the
sectors directly involved in agriculture. These are small merchants, small local industries, women, and
young people —who still want to live in these areas, but not necessarily to work in agriculture. Rural areas
are not only the place of tradition. They become increasingly exposed to so-called ‘modern relationships’:
the ever-increasing role of money and money-related relations in social life, the use of such technologies
as cell phones and computers, or the access to consumer goods formerly restricted to cities. In the face of
such complexity, agricultural policies and social programs prove insufficient.

Partly due to these cognitive limitations and partly as aresult of the inner dynamics of publicadministration,
there is a third type of obstacle to overcome: a strong trend toward fragmentation of both policy and
skills. This trend is visible from every vantage point. As mentioned, it can be seen in the detachment
of primary education from scientific and technologic networks. It is also very clear in the disconnection
between social policies and production policies. There are at least four areas of rural development policies
where coordination problems are apparent: vertical coordination among levels of government; horizontal
coordination among areas of government; coordination between government and civil society with weak
ties to the private sector and to social organizations; coordination between policies and regions. Regarding
the latter, sites are most often seen as investment objects rather than as systems with their own prime
movers — whose mobilization is crucial for the development of future projects. Improved coordination
of policies and actors with their own resources would actually minimize the demand for new, extensive
public spending.

Once these three major types of obstacles have been identified, another question arises: is it even possible to
overcome them? The answer here is more difficult, since it does not involve identifying subjects or problems.
The response depends on the ability to mobilize actors able to formulate a new narrative, and to mobilize the
resources required to transform this into strategies, investments and institutional arrangements.

If we go back a bit in time, we see that family-farming policies came out of institutional innovation, as
a result of both favorable conditions and the action of a particular coalition of actors. These favorable
conditions resulted from the need to boost an important segment of producers who had achieved, with
little help, similar outcomes to those of large-scale agribusiness. This occurred within, or in spite of, public
funding restrictions. But who took advantage of that breach, transforming restriction into opportunity? It
was predominantly rural social movements representing farmers’ interests who exerted pressure on the
state. In addition, they teamed up with intellectuals and scientists, who provided technical and academic
legitimacy and developed the rhetoric justifying this urgency. Thus they gained the support of part of
the government bureaucracy, which provided the institutional and budgetary framework to meet their
demands, resulting in the creation of government programs and structures (Grisa & Schneider, 2014).

If we analyze the progressive governments in Latin America, we see that the expansion of programs for
family farming was parallel to the emphasis on industries exporting commodities. We can also identify
a certain background of crisis — at the national level, several economies had stagnated or exhibited low
growth for several years previously — and a wide coalition of actors managed to take advantage of these
conditions. This explains their attempt to combine disparate and often opposing interests, such as family
and corporate farming.



The findings of studies by Gomide & Pires (2016) on the capacity of the state for innovations in public
policy can be applied to these two cases. The authors conclude that when only actors and technical
resources are mobilized, the innovation potential is significant, though these innovations cannot expand
without the political resources required to change a particular scheme adopted by a certain area or sector.
The opposite is also true: when only, or mainly, political resources are mobilized, state-based programs
do expand, as a result of the state’s power to achieve these ends. However, the degree of innovation will
be low due to an inability to reflect on and redesign the kinds of consistent and viable arrangements that
reflect changing contexts.

Thus, itisindisputable that the emergence of a new rural development pattern involves the implementation
of innovations. Moreover, these innovations should be driven by groups with both the political strength
and technical skills required by the new framework briefly outlined here. These skills are unlikely to be
found traditional rural actors in Latin American, since they have been too involved in a vision of agriculture
and farming that still considers rural in opposition to urban, rather than proposing relations of mutual
interdependence. Spaces and platforms must therefore be created in order to bring new actors into these
new contexts; this is the starting point for innovation. Certain elements of the current conditions can help
set the stage for a new narrative and for the identification of those actors committed to it. Put simply, the
definition of countries’ commitments and strategies for the Sustainable Development Goals can be done
in either a bureaucratic, empty way or it can be viewed as a unique chance to integrate rural areas into the
dynamics of development.

1.4 INTERLINKING SOCIAL INNOVATION SYSTEMS FOR RURAL
DEVELOPMENT AND THE SUSTAINABLE DEVELOPMENT GOALS

As mentioned, in his lectures, Ignacy Sachs often said that today’s generation stands on the debris of
the three major organizational narratives for the future prospects throughout the 20™ century (2009).
Although neoliberalism had some success in promoting inflation stability and fiscal stability, it has also
proven a total failure in driving lasting economic growth, social inclusion, or in basic human welfare. So-
called ‘real socialism’ promoted substantial improvement of social indicators in the countries where it was
implemented, but this was often accompanied by brutal inequality and marked by a process of economic
stagnation that led to its collapse. Finally, European social-democratic governments over three decades
successfully married economic growth to welfare expansion —within a context of relatively low inequality.
However, they were stymied by the new conditions of contemporary capitalism, namely, its limited ability
to integrate and value the conditions of work and workers as a crucial factor alongside of the expanding
accumulation of capital. None of these three narratives propose suitable and consistent responses to the
current and future challenges of this century.

With regard to Latin America, it is perhaps not an exaggeration to say that we are witnessing the
breakdown of the two major narratives of the beginning of the 21th century. Over the last 15 years, social-
developmentalism, or Latin American progressivism, inspired regional governments - with significant
outcomes, including substantial economic growth, marked poverty reduction, and improved social
indicators. Nevertheless, this was short-lived and could not compensate for the effects of a relative fall
in commodity prices. To replace it, numerous countries look once again to the neoliberal agenda, whose
characteristics and results have already been tested, with the effects referred to in the previous paragraph.

Furthermore, the turn of 2015 to 2016 was the setting for an ambitious movement: the definition of the
Sustainable Development Goals (SDGs) and the drafting of the 2030 Agenda with a set of objectives
organized into 17 strategic goals (United Nations, 2015). This is not what we could call a new narrative,
but certainly introduces vast possibilities for innovation and experimentation aimed at overcoming what
some are already describing as a “crisis of civilization”.

Asis well known, SDGs are an attempt to unify two previously separate agendas into two global governance
movements: The Millennium Development Goals focused on the social agenda and the Kyoto Protocol on
the environmental agenda. These initiatives have produced somewhat paradoxical results: on one hand,
a significant reduction of poverty — although about one third of humankind still lives either under or very
close to the threshold for poverty. On the other hand, inequality, which had started to decrease in many
countries, rose again at an alarming rate, in many cases returning to levels not seen since the period before
the two World Wars. In the field of environmentalism, there are more efforts underway in new technologies
and greater gains in energy efficiency than ever before. At the same time, the continuous increase of the
global ecological footprint and its clear impact on climate change have led to the term “Anthropocene”:
the ushering in of a new era in which human action could produce irreversible climate disruption on a
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global scale. In short, there has never been as much wealth, or as much deprivation; there has never been
as much technology and resource efficiency, but there has also never been such severe environmental
impact derived from human action. As such, the fundamental purpose of the SDGs is ensuring that diverse
and even contradictory efforts will result in less inequality, greater well-being and stronger ecosystem-
based conservation.

The global institutional structure in charge of both the SDGs and the national strategies to address the
commitments therein is currently being formulated; this, of course, represents a significant opportunity.
Countries may aim for plans that address each of the 17 goals individually or, alternately, may choose
to focus on the interrelations and aim for parity among them. In other words, countries might seek to
implement certain strategies to grow their economies and others to compensate the potential negative
health or environmental effects of their growth model. But they could also opt for less environmentally-
depleting and more socially inclusive development models. Certainly the latter approach is more desirable,
while the first would just repeat the problems of recent decades.

What type of innovation systems can help shape styles of development that are consistent with the goal
of sustainability?

The first section of this paper outlined what kind of innovations can be applied at different scales. Given
that the challenges of the current agenda require a paradigm shift in the fields of agriculture and rural
development, it seems necessary to consider social innovation systems on a scale and scope that could
drive such a shift. It is not simply a matter of mobilizing groups of producers or local knowledge, but of
activating widespread systems, such as scientific research systems, city systems and distribution systems.
These are the systems that could connect the spheres of production, and of science and technology, with
the social demands for new ways of using natural resources. They could also foster interactions among
these diverse realms, creating changes that aim at satisfying social demands through social inclusion and
conservation of ecosystems.

The second section should have made clear that current circumstances speak against the feasibility of
this last approach. On the contrary. We saw that the place reserved for Latin American economies, on
the international level, is in the production of commodities, and we discussed the consequences of this;
we also saw that this new context creates opportunities. It is not a question of giving up the competitive
advantage in the exportation of primary goods, but of using it as a means and not as an end. The goal
should be transformation on the social and production level toward less dependence on the outside, and
toward greater sustainability. In the case of rural regions, this implies the need to completely rethink
policies as well as public and private investments. These newly conceived plans and policies require other
actors and resources than those required by the old agricultural paradigm. Only then will it be possible
to overcome the obstacles of financing, of the fragmentation of efforts, and of the cognitive bias that has
long prevented a fundamental recasting of future possibilities.

There are three strategic issues for shifting the paradigm in the approach to rural development. They can
be used as a field of experimentation for shaping innovation systems that are both robust and consistent
with all that has been discussed here: access to markets, social protection and technologies.

As a subject, access to markets has the potential to be aligned with no less than 10 of the 17 Sustainable
Development Goals: SDGs 1 (poverty), 2 (hunger), 7 (energy), 8 (inclusive growth), 9 (resilient infrastructure,
inclusive industrialization and innovation), 10 (inequality), 12 (sustainable consumption and production); 13
(climate change), 14 and 15 (sustainable use of oceans and land ecosystems) (United Nations, 2015).

The current emphasis on the work of social organizations and international cooperation agencies has
focused on facilitating ways of accessing public procurement markets and short distribution channels. As
said before, access to large markets remains a challenge. The ideological resistance of the actors involved
and the institutional constraints need to be overcome. If not, the risk is that the rate of increase in family
farmers’ access to markets remains sluggish.

Previous experiences have shown that tax, fiscal, and creditincentive systems play a key role in encouraging
private actors to prioritize purchasing from family farming. However, these are not sufficient, as it is very
difficult to gather an often-scattered supply. This results in high transaction costs, causing an irregular
supply and threatening the contracts’ feasibility. Similarly, farmers are often unable to access these new
opportunities, trapped as they are in informal market mechanisms, such as anticipated sales aimed at
obtaining credit or dependency on middlemen.



Addressing this topic from an innovative perspective involves reference to what, in sociological terms,
is called the social construction of markets. That is, markets are not only understood as a meeting point
between supply and demand, and between buyers and sellers, but also as a social structure requiring initial
and specific acknowledgment in order to dismantle the obstacles preventing (particularly the poorest)
farmers’ access. Again, these obstacles may be related to credit, poor productivity, lack of incentives for
buyers, or power relations.

To achieve this, certain situations have to be chosen according to certain criteria, such as governments’
willingness to innovate with these programs — whose results will only be observable in the medium-term;
private actors willing to test out the already-existing incentive programs, or to create their own programs
of social inclusion using their network of suppliers; availability of scientific and technology networks and
advisory services to support every step of the process of identifying and structuring a market.

Finally, it is important to pursue diverse types of markets - not only markets for food products. Innovative
initiatives in the bioenergy or ecosystem services markets could be an encouraging example, widening
the array of opportunities and initiatives available for farmers, government bodies and private endeavors.

1.4.2 SOCIAL PROTECTION

The issue of social protection is directly related to at least 6 Sustainable Development Goals: SDGs 1
(poverty), 2 (hunger), 3 (good health and well-being), 4 (education), 8 (inclusive growth), 11 (resilient and
healthy cities and communities) (United Nations, 2015).

In this field, current emphasis is on cash transfer policies, which had a rapid, direct impact in improving
income levels of poor rural families (CEPAL, 2016). In smaller proportions, some countries look to
innovate new methods of social protection with productive inclusion (Maldonado et al, 2016). Today
these experiences are still concentrated on the organization of short distribution channels and public
procurement programs. Although these initiatives are certainly crucial in fostering a minimum level
of organization of production, they often present such problems as the risk of discontinuity related to
government changes or insufficient income.

A new generation of social policies requires a better understanding of how income is generated and how
work is distributed in rural regions. This would enable a better link between the need for rural families to
have work and income opportunities, and the opportunities actually available in the framework of local
urban/rural relations. It is clear that in more distant regions the likelihood of having a non-agricultural
income or a more dynamic access to markets will always remain lower. But in other regions, where urban/
rural links are closer, it is certainly possible to consider innovative strategies for productive inclusion.

In terms of access to the social services and facilities that are crucial for well-being, such as education
and health, innovation could also take advantage of the so-called “economy of relative costs”. The
improvement of the quantity and quality of educational options could create work opportunities for
the children of family farmers, simultaneously boosting the relevant indicators. Furthermore, a better
connection of the supply of such services to universities and networks of science and technology would
be critical in sensitizing these networks to the real challenges of the community around them, thereby
improving the educational and health environment in rural areas.

1.4.3 TECHNOLOGY

It is hardly an exaggeration to say that technology, technical assistance and rural extension concern
virtually every one of the Sustainable Development Goals. It is impossible to conceive of new ways of
using natural resources without making significant progress in scientific knowledge on this subject and its
applications. The same applies to industrialization, education and many others.

As we tried to show in the first section of this text, the current approach to this subject is divided into two
seemingly antagonistic perspectives: the major scientific and technologic diffusion models, and those
models based on local forms of experimentation. These two types of networks will continue to exist:
public or private research and technology networks, and public or social networks of advisory services
to communities and rural extension. However, in both cases the distance between these networks must
be reduced, as well as between them and the official educational, scientific, and technologic systems.
Traditional services can no longerignore the medium-term unsustainability of large-scale production forms
based onintensive use of chemical additives, and on a disregard for environmental conservation practices.
Advisory services to the community cannot remain marginalized from the scientific and technologic
production system, basing their work on the systematization of fragmented local knowledge. In the cases
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where these networks had public support, a lack of professionals prepared to work on innovative projects
quickly became apparent, since many technical schools and departments of agronomy at universities have
closed their doors, or train professionals exclusively according to the old model.

At least three challenges will be considered at this point if the aim is to promote innovation systems that
are robust and consistent with the challenges of the 21t century: a) bringing the science and technology
networks together with the educational networks that are available to rural families, improving the
educational environment, and connecting qualified professionals to local social demands; b) organizing
strategic projects to reorient education programs and experiences, bringing the research, technical
assistance and rural extension undertakings closer to the needs of the current circumstances; and c)
supporting or formulating strategic research, technical assistance and rural extension projects beyond
agriculture, narrowly defined, evolving toward new opportunities to vitalize rural economies.

1.5 CONCLUSION

The last of the 17 Sustainable Development Goals addresses the means of implementation and the global
partnership for sustainable development. Few organizations find themselves in positions similar to the
FAO/UN - which organized the seminar where this text was presented - that is, able to mobilize both the
resources and actors necessary to build innovation systems which are effective and consistent with the
needs of sustainable rural development, according to the terms described in the previous pages.

This text focused initially on general aspects, such as the conceptual definitions and elements of the
current global situation, and at the end addressed more specific aspects, including three issues that
could be tackled in the short-term with concrete projects. The idea underlying this movement is that it is
possible, desirable, and necessary to link immediate efforts made at the local level with the challenges
stemming from this strategic long-term analysis, without overlooking the more general background of the
transition civilization seems to be undergoing.

A key element to bear in mind is the need to avoid ingenuousness in assessing the problems and the
magnitude of the challenges at hand. Also crucial is to not submit to a state of immobilization that
prevents us from seeing the opportunities afforded by the present situation. First of all, what should not
be ignored is that the infinitesimal shifts that needed to be intensified for this transition to take place are
already underway, in the form of multiple experiences and organizations daily engaging in attempts at
new ways of organizing agricultural production and social activity in rural regions. The daunting challenge
is to go from these ordinary inventions or innovations to put in place the kinds of genuine and robust social
innovation systems that deepen and accelerate the transition towards sustainable rural development.
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2. INNOVATION FOR SUSTAINABLE RURAL DEVELOPMENT

Eric Sabourin®

2.1 INTRODUCTION

The relationship between innovation and sustainable development is often taken for granted, but
by analysing them we are able to deconstruct the connection between these two concepts. While
technological innovation can be driven by conventional and alternative proposals, including ecological
proposals, this is not the case with economic and policy innovation.

In fact, the phrase "policy and institutional innovation” can be considered, like phrases such as “economic
solidarity” or “inclusive growth”, to be an oxymoron. But, beyond its inherent contradictions, it is
important to examine the relationship between innovation and sustainable development from different
perspectives, including the technical and policy perspective.

From the technical point of view, the capacity of sustainable development to promote institutional,
economic or policy innovation is non-existent. When the notion of sustainable development was invented
(as it is neither a concept nor a paradigm), the expression was quickly associated with change, appearing
on the agendas of United Nations agencies, governments, NGOs and multinationals, and became a tagline
promoted by the media. Of course, sustainable development was a blessing to interest groups and global
powers as it was a new concept without links to more radical ideas previously put forward, which posed a
greater threat to the established economic order.

The theoretical content of sustainable development was, and still is, much less innovative than similar
proposals by Ivan Illich (1972), Georgescu-Roegen’s analysis of the entropy of the economic process
(1971; 1978) that foreshadowed the decline of political ecology, or even the Club of Rome’s “zero growth”
proposal (1972) and Ignacy Sachs’ eco-development concept (1980).

Sustainable development led to the leopardization of the notion of development by emphasizing superficial
changes without any real change. Technically, the real policy, institutional and economic innovations came
before the invention of sustainable development. The problem is that these innovations were forgotten.
In fact, the notion of sustainable development continues to be an interesting utopian proposal with no
theoretical basis.

From the policy perspective, the story is slightly different. Even if sustainable development is not radically
innovative compared to the economic perspective, policymakers are obliged to offer policy alternatives,
be pragmatic, and act conscientiously. They must work together to develop new policies despite the
obstacles and contradictions they face, and within the confines of their knowledge. But, as Boaventura de
Sousa Santos (2016) points out, now that the aim of sustainable development is universally recognized in
line with the Millennium Development Goals, a more innovative definition is needed that is more radical
and democratic than in the past.

This document is divided into three sections. The first offers a brief overview of systems of innovation for
sustainable development focused on family farming and rural areas. The second focuses on institutional
mechanisms and policy instruments that promote innovation for family farming systems in the region. Finally,
the third section notes some challenges facing innovation systems for them to provide effective and operational
instruments and policy options for sustainable rural development in Latin America and the Caribbean.

2.2 BACKGROUND ON INNOVATION FOR DEVELOPMENT

First, innovation is a permanent process of adaptation and rarely just a mechanism for creation and
dissemination. For Schumpeter (1935), innovation is the creation of new combinations between different
resources (production factors) with different economic and social purposes. For Flichy (1995), technological
innovation, as well as social, organizational and institutional innovation, whether in business or public
policies, is a process of creativity and the application of knowledge.

According to Gondard (1991), who revisited the distinction between innovation and invention established
by Schumpeter, innovation is a successful invention that is used by people.

3 Cirad, Universidad de Brasilia, Red PP-AL, coordinator of Red PP-AL.
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Secondly, innovation is based on collective action. Darré (1986) showed that farmers can innovate
individually on their own plot of land or production unit, but this innovation is based on interactions
with other farmers and with various actors in networks and groups, such as the socio-technical networks
analysed by Bruno Latour and Michel Callon (1986; 1991), among others.

According to B. Latour (1989), new knowledge or technical innovation is developed through the
partnership between individuals and organizations in social-technical networks. Therefore, the success
of an innovation depends on the size and strength of the socio-technical network where it was developed
(Akrich, et al., 1988).

Callon (1986) defines the process as a set of tasks and steps to establish and stabilize the socio-technical network.

These interactions consider technical innovation as part of a set of social and institutional innovations
and learning processes in the context of collective action involving producers, agricultural services, as
well as the suppliers of inputs, commercial firms, research centres and universities, banks and even the
media (Alter 2000). In the context of collective action, learning can be defined as the production and
transformation of knowledge through the coordination between stakeholders based on the standards and
rules governing such actions (Dutrenit and Suchs, 2014).

Indeed, according to Hatchuel (2000), it is not possible to separate knowledge from the relationship
between stakeholders and other entities in the learning process. For Ostrom (1990, 1992), in the centre
of collective action, the learning process is the practical implementation of knowledge, norms and rules.

2.3 INSTITUTIONAL MECHANISMS AND PUBLIC POLICY
INSTRUMENTS FOR INNOVATION IN FAMILY FARMING

Rural extension or technical assistance policies for family farming have played a key role in the sharing
of inputs and technology that have led to successes in the green revolution. According to Schumacher
(1973) and Sachs (1980), in the 1970s various national centres for technical assistance and rural extension
(ATER) in Latin America (Embrater, Brazil; INTA, Argentina; Guatemala, Peru, etc.), tried to evolve by
adopting alternative technologies. However, dictatorships in these countries and the vested interests of
suppliers quickly ended these attempts. From that period on, these centres, with exceptions often linked
to agro-ecology (Argentina, Cuba, Brazil) or the use of the Internet (Uruguay and Chile), ceased to be truly
innovative in their methods or to promote technological innovations for more sustainable development.

A 2014 study by Red PP-AL on family farming policies in Latin America and the Caribbean, which was
published by ECLAC and IICA (Sabourin et al, 2015), shows progress in the area of credit and support for
farmers’ organizations with specific policy instruments for family farming. However, it also shows limited
innovation in rural extension policies and instruments at the government level. The exceptions are mainly
found in Uruguay with its CREA farming groups and digital education (Alzugaray et al, 2014), and Chile
with its public agriculture program, INDAP, and digital technical support. It is also worth mentioning an
initiative in Central America focused on providing public support for Farmer-to-Farmer (Campesino a
Campesino) programs in Nicaragua, Costa Rica, Guatemala and Ecuador, and the proposed launch of an
agro-ecological ATER in Brazil in 2013 (Petersen, 2006), which has been delayed by the fall of former
President, Dilma Rousseff.

Alternative initiatives have come from civil society and, in particular, farmers’ collectives that have
shared ideas through agricultural innovation networks, such as the Campesino a Campesino experience
in Central America, the Rural Family Schools in the Southern Cone and Brazil, and the Andean alternative
technology groups in Bolivia, Peru, Ecuador and Colombia. Currently in Latin America, civil organizations,
farmers’ collectives and public institutes in Bolivia, Chile, Cuba and Uruguay are making progress in terms
of knowledge sharing among farmers for the agro-ecological transition (Pra et al, 2016), although some
setbacks in this process have been observed in Brazil, Argentina and Paraguay.

4 Desde los afos 90 en la sociologia de la innovacién francesa (Callon, Latour, Akrich, etc) y americana (Actor Networ-
ks Theory - ANT con Law y Latour) o Teoria del Actor Red



2.3.1 POLICY INSTRUMENTS FOR MARKET ACCESS

Another area that has benefitted from policy innovation is public support for farmers’ access to markets.
There are three types of instruments, although it should be noted that these are embedded in the current
liberalization of markets and are no longer implemented through structural support for agricultural chains
or the regulation of prices that is now prohibited by WTO rules (unless used covertly by countries like the
USA, Canada, Australia and the European Union).

Support for organization or commercialization: this includes public procurement programs from
family farming for public institutions (schools, hospitals, national parks), under Brazil's Food
Purchase Program (PAA in Portuguese), which has been widely disseminated in the region with
FAO's support.

Support for separate market spaces for farmers: these include markets of producers in the Andean
countries (Bazan and Sagasti, 2014), farmers markets in Argentina and Chile, agro-ecological
markets in Brazil, and community initiatives in urban/peri-urban areas or other types of support
to shorten supply chains or facilitate exports (Chambers of commerce for certain products, or
productive linkages through small producers’ associations in Chile and Colombia).

Instruments for the certification of the quality, origin and processing of products. Currently, the
majority of Latin American countries provide such instruments but Brazil stands out with important
initiatives in the area of participatory certification and certification by social control organizations
known as OCS (Pra et al, 2016).

2.3.2 THE NEW MIXED POLICIES FOR FAMILY FARMING OR “POLICY MIX"

Faced with a diversity of national, sub-regional and territorial situations, Red PP-AL's regional study
(Sabourin et al, 2015) pointed out an existing mixture of public policy innovations. In this regard, the
study recommends a “policy mix”, which reflects the specific conditions of family farming in different
countries, as an alternative to the agricultural modernization policies of the 1970s and 1980s, which were
characterized by their homogeneity and lack of adaptation to local conditions.

Specifically, the study noted the coexistence of transversal policies (sustainable development, environment,
regional development, food security, fight against poverty) and sector-specific policies, which are usually
overseen by ministries other than the Ministry of Agriculture (for example, ministries of rural development,
social development, family economy and solidarity, among others). This trend, although sometimes
disturbing in terms of the segmentation of target populations, differs little from dual agricultural policies.
In countries like Brazil, agri-business continues to be regulated by the “real” Ministry of Agriculture, while
dealing with family agriculture, poverty and ethnic diversity, is entrusted to other ministries or secretariats,
such as the former Ministry of Agrarian Development, with a lower allocation of resources and power.

Based on the historical development of agricultural policies in certain countries, this can be interpreted as
a victory for social movements and alternative groups long marginalized or ignored. However, it may be a
false victory since it can be a way of providing social protection for some producers, even as their economic
marginalization continues, opening more space and productive and financial support for agribusiness.

Public policies concerned with family farming and land development have a dual purpose. On the one
hand, policy instruments are used to strengthen the rural economy based on family labour, contributing to
the development of territories where family farming produces a significant proportion of food and income,
and is the basis for important value chains. In this way, territorial development programs, including the
management of agro-ecosystems, sustainable management of biodiversity and natural resources, or
adaptation to climate change help to improve conditions and prospects for family farmers.

But the role of family farming is not limited to agricultural production, but is closely associated with other
economic activities, livelihoods and rural ways of life, as well as influencing social fabrics and cultural
identities. Therefore, policies, processes and technical assistance initiatives are needed that address
family farming and land development in an integrated way.
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2.4 CHALLENGES OF INNOVATION SYSTEMS
FOR SUSTAINABLE RURAL DEVELOPMENT

Results of studies in Brazil (Sabourin, 2008, 2010) show there are groups of farmers, who, aside from
their main function of agricultural production, also engage freely (but for the improvement of their
own production systems) in the management of common resources (biodiversity, water, pasture land,
forests) through various initiatives (such as seed banks, shared pasture land, shared water resources and
forest reserves). These actions (Mormont, 1996) are generally based on reciprocal relationships (mutual
assistance, cooperation and shared resources), which have received broad support and recognition in
negotiations with public authorities (Sabourin, 2009).

A recent study in Brazil's northeast and central-west>, looked at whether the characteristics mentioned
above can be found in other production schemes for common goods managed by family farmers including
groups of experimental farmers (Sabourin et al, 2004), training groups (Universidad Campesina, Escuelas
Familiares Rurales) (Coudel et al, 2009), or even groups to facilitate market access. The analysis considered
experiences that could be replicated or incorporated into new policies (Sabourin, 2009).

Three categories of factors that promote public policies for collective action by farmers were identified:

Accumulated experience and capital are essential in these initiatives, whether through the work
of existing organizations or policy instruments. This is especially the case in the management of
shared resources, such as water supply, community seed banks, or rotary funds, by organizations of
local producers. It is also important when there are different programs, as in the case of the Schools
and Rural Family Homes program, which have benefited from international cooperation, churches
and different levels and sectors of government (education, agriculture and social development).

The second strategy is to build local institutions and strengthen human capital. This is the case
of Brazil's alumni association of the Universidad Campesina of Cariri (Paraiba), Coopatec/Coopafi,
and cooperatives of alumni of Unai technical school in the state of Minas Gerais (Sabourin, 2009).
The mobilization of local or regional institutions also occurs through territorial forums (municipal
or regional) and associated networks.

Third is updating or creating more equal relationships. Peer-to-peer relationships can be built
into collective actions for the sharing of resources. Equal relationships (face-to-face, trainee/
educator or between students with different knowledge) are developed through social or collective
learning processes, as in the case of the groups of experimental farmers (Coudel the, 2009).

Multi-institutional and international cooperation helps to extend reciprocal social relations through social
networks, which can provide both individuals and organizations with greater autonomy and diversified
sources of income and support, as in Nicaragua, El Salvador, Peru and Bolivia (Hocdé, 1997).

The successful experiences include cases of coordination at the level of the municipality or territory between
educational organizations controlled by farmers and innovation initiatives (technical or institutional).

In terms of support of farmers’ organizations for the generation of new skills, these must be formalized
through contracts (Favareto, 2008). This can be achieved through public supportin contractual negotiations,
but in the majority of cases this alone is not sufficient.

In order to sign contracts, an organization needs to have a legal statute, which does not present limitations
or excessive bureaucracy. Without the simplification and adaptation of these statutes, it is difficult to
facilitate this form of coordination between public authorities and farmers’ organizations.

Reciprocal systems, which thrive within collectives, and the business exchange system in markets for
goods, services and labour, need a systems interface mechanism.

The first possible mechanism depends on whether the collective or community maintain control of
their rules and structures of reciprocity, such as mutual aid, minka, ayni, mutirdo, shared management
of resources, etc. (Temple, 2003). For example, in the commercialization of products, the control of the
transaction by the producer is possible in the case of direct sales in their production unit or local market,
or through networks of economic solidarity. Apart from the control of supply chains, direct sales through

5 “Contribuicdo dos dispositivos coletivos dos agricultores familiares a renovagdo de instrumentos de politicas publicas
de desenvolvimento rural” (UnB-Sol, CNPq, Cirad, Embrapa Cerrados - 2005-2008).



physical encounters between producers and consumers, create, in addition to a commercial relationship,
a face-to-face relationship of reciprocity, which favours human relationships and generates values of
respect, friendship and trust (Sabourin, 2012).

The second possibility depends on the existence of public policies or legislation that facilitate a systems
interface mechanism (Temple, 2003). Firstly, the practices and relationships of reciprocity should not be
destroyed only to promote the “development” of commercial exchange, which often happens through
the state’s redistribution policies. One possibility, in this regard, is to protect territory-based reciprocal
economic arrangements (or mixed) through public policies. This could be through production rights
such as quotas, private markets, public procurement, etc., or by promoting processes of qualification and
certification of quality or origin of products.

Reciprocal social relationships generate specific ethical and emotional values. However, these do not
resolve everything and technical and institutional competencies are also needed with a suitable legal
framework. This is essential, since together with fostering ethical and emotional values, they contribute to
the restarting and reproduction of cycles of cooperation.

Systems interfaces constitute what Ploeg (2008) called conversion mechanisms: joint reciprocal/exchange
mechanisms allow a conversion of meaning and values. However, the identification, experimentation,
analysis and validation of exchange systems require research in real conditions over time.

2.5 CONCLUSIONS: WHAT ARE THE PUBLIC POLICY ALTERNATIVES?

For the State, supporting collectives based on reciprocity is an opportunity for the delegation of
management and the production of public services or common goods through public policies (ECLAC,
2016). For organisations of family farmers and rural workers, this support is welcome to strengthen their
efforts and capacity for autonomous action.

Such instruments may include various measures (legal, political, and territorial) and types of support
(technical, pedagogical, organizational, institutional and economic) to guarantee the performance and
management of farmers’ collectives. With these measures, it is possible to negotiate positive interfaces,
overcoming existing blockages and paralysis between reciprocity systems and systems of commercial
exchange or between collective action and public policy.

Itis important not to associate farmers with a romantic idea of altruism: they accept these measures out of
necessity for their own production systems. However, more than just boosting their production, they also
take on functions of collective or public interest such as the conservation of forests and parks, biodiversity,
water, recovery of pastures, food security, production and dissemination of technical information, etc.

In addition, these benefits depend on structures and social rules of proximity and reciprocity built over
time. Maintaining or regaining those functions means contributing to the modernization of economic
and social structures of reciprocity and redistribution (mutual support, shared management of resources,
passing on traditions and knowledge), as well as favouring the generation of values produced by equal or
balanced reciprocal relationships. Those values of solidarity, equality, justice and responsibility are not
culturally or socially created, but are rather produced by relations of reciprocity (Temple, 2003) between
farmers and local stakeholders, whose social status and respect depends, in turn, on these values.

Even so, the voluntary nature of these functions can speed up their disappearance. The commodification
of practices can lead to a breakdown of social and economic structures of reciprocity and shared
management, transforming the nature of their rules and values. In this regard, efforts to recover farmers’
cultural and technical traditions, or even bringing their knowledge into conflict with technical and scientific
knowledge, constitute valuable support, as in the case of the Universidad Campesina, rural family schools
and the experimental farmers of the Campesino a Campesino program in Central America. A strategy of this
kind, which takes into account the multi-functionality of agriculture in rural areas based on collectives, has
several advantages for countries of the South. This strategy, based on the interaction between reciprocity
and commercial exchange, offers a theory for the notion of multi-functionality as a “suitcase concept”
(which has room for everything), as well as “sustainable development”.
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One advantage of this strategy is its lower cost in terms of public resources, since it essentially involves
supporting pre-existing multi-functional practices. Secondly, public support or recognition helps to avoid
the disappearance of these practices, preserving economic structures of sharing, mutual support and
redistribution in line with shared values of responsibility, trust and justice.

In the cases studied, it is rare that public support is transformed into individual compensation for farmers
for services performed free of charge in the past, except in the case of payment for environmental services
by private or public programs, which continues to be controversial (Sabourin 2013, Karsenty, 2013).
Remuneration, if it exists, must be for farmers’ collectives, strengthening their functioning and reproduction.

Conversely, programs that support the multi-functionality of agriculture based on individual remuneration for
services associated with production tend to commoditize services that ensure the maintenance of universal
human values (Sabourin, 2008; 2012). Changing the free and voluntary nature of these functions can
accelerate their disappearance (in particular when compensation of this type is no longer guaranteed), or lead
to a breakdown of the structures of reciprocity that support them by undermining their rules and values.
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3. SOCIO-PRODUCTIVE AND INSTITUTIONAL INNOVATION

Ana Paula de la O Campos and Benjamin Davis (FAQ)°

3.1 INTRODUCTION

The aim of this document is to present the challenges facing the region in terms of poverty reduction in
rural areas, as well as to discuss the progress made in terms of social protection and socio-productive
innovations that promote the integration of social policies with productive and financial support.

Given that socio-productive innovation requires greater coordination between different sectors, the need
for innovation at the institutional level and the challenges associated with this inter-institutional, multi-
sectorial and territorial approach are also discussed.

Although Latin American and Caribbean countries face great challenges, these can be seen as opportunities
for integrated rural development. One such opportunity is the urban population’s growing demand for
food of higher quality and nutritional value, which could generate employment opportunities for poor
rural households along the agri-food chain.

In addition, climate change presents major challenges that can be turned into opportunities for economic
growth for vulnerable populations, especially if these groups are seen as the guardians of natural resources
and innovative actors in sustainable development. It is clear that facing these challenges requires innovation
beyond traditional sectorial policies of agricultural promotion and conditional cash transfer systems.

3.1.1 CONTEXT

Since 1990, Latin America and the Caribbean has made significant progress in the reduction of poverty
and extreme poverty, reducing almost by half the number of poor (according to the World Bank, 2017,
measured by income/ daily consumption of US$3.10) and by more than half the number of extreme poor
(US$1.90 per day)’. The main factors that have made this progress possible have been economic growth,
with improvements in the minimum wage?, and the expansion of the contributory and non-contributory
social safety net®.

Even so, the challenge of eradicating extreme poverty, which is the number one goal of the Sustainable
Development Goals (SDGs), is far from over. There are still approximately 33.6 million people living in
extreme poverty in the region and 70.5 million in poverty (extreme and moderate poverty). Although the
trend continues downward, the poverty reduction rate has slowed in recent years with low sustainability
since a high proportion of “non-poor” (200 million) in the region are vulnerable to falling back into poverty
(Birdsall et al., 2013). Part of the reduction in rural poverty has also been due to migration to cities or other
countries (de Janvry and Sadoulet, 2000).

Currently, the region is still one of the most unequal in terms of income and individual wealth. The
Gini coefficient, which measures the degree that income distribution deviates from a perfectly equal
distribution, continues to be very high according to recent data. For example, middle-income countries,
such as Brazil, Chile, Colombia, Costa Rica, Honduras, Mexico and Panama, are among the most unequal
countries in the world, with a Gini index above or about 0.5 (BM, 2016).

Inequalities can also be seen at the sub-regional level, with Central America, the Andean region, southern
Mexico and Brazil's northeast being the regions with the highest levels of poverty. These are in addition
to the inequalities observed between rural and urban areas, men and women, and social classes within
ethnic groups. More than 50% of the extreme poor live in rural areas.

6 With contributions from Arnoldo de Campos (FAO), Ignacia Ferndndez (Rimisp) and Akos Szebeni (FAO)

7 The proportion of poor in the total population fell from 29.5% to 11.3%, and those in extreme poverty from 15.8%
to 5.4% between 1990 and 2013 (World Bank Poverty and Equity Database, 2017).

8 Contributions for a new understanding of innovation for sustainable rural development

9 According to the ASPIRE database of the World Bank, the coverage of social protection in the region already includes
62.3% of the poorest quintile of the population.



3.1.2 INNOVATION REQUIRES A BETTER UNDERSTANDING OF THE POOR IN RURAL AREAS

To achieve synergies between economic and social policies, a better understanding of poor rural
households, family members and their livelihoods is needed.

Although the region is well advanced in the process of structural transformation - only between 10% and
35% of the economically active population (EAP) is in the agricultural sector — and income diversification
has increased, the poorest population in rural areas remains largely engaged in subsistence agricultural
activities. In this regard, we can categorize poor rural households according to the following types:

- First, there are those engaged in family farming in transition, which have the potential to exit
poverty through agriculture but do not generate enough income to do so. They face numerous
barriers in making the transition to commercial agricultural activities (access to land, credit,
insurance, economies of scale and associations, etc.). These homes usually have other sources of
income to supplement their consumption needs.

- Then there are the households engaged in subsistence family farming, where agriculture is unlikely
to serve as a sustainable way out of poverty. However, in these households the role of agriculture
can take on a different character by acting as a social safety net and as a provider of food that
contributes to the food security of family members. These homes depend on other sources of
income apart from agriculture as well as social protection.

- Finally, there are poor households without access to resources (land and other natural resources),
which depend mainly on informal and low-paid wage labour or self-employment activities, often in
inadequate conditions.

For poor rural households, there is only one way out of poverty. In general terms, it is through income
diversification - combining agricultural activities with other activities by one or more members of the
household including self-employment, subsidies, wage labour or migration.

But this path is conditioned by many factors within households, such as gender, age and ethnicity, as
well as factors affecting the economic development of the territory where they are located. These
include economic dynamism, climatic characteristics, especially in areas prone to disasters, different
levels of structural and rural transformation, and access to resources, services, technology, information
and infrastructure. In addition, the local institutional framework, political economy and the existence of
political or armed conflicts may affect them.

3.1.3. ATHEORY OF CHANGE TO OVERCOME RURAL POVERTY

Given the heterogeneity of poor rural households, abroad, multi-sectorial policy is clearly needed to reduce
rural poverty that considers different types of households and the characteristics of specific territories.
Public policy plays a fundamental role in facilitating this process, but it is not neutral. Development
policies should explicitly favour the poor, their organizations and systems of production (agriculture and
agri-food chains), as well as sources of income.

In this regard, specific policies are required for populations with particular vulnerabilities such as
indigenous peoples, women, youth and the elderly. The current context calls for policies that facilitate the
management of increasing climate risks and individual risks to mitigate the uncertainty of processes of
structural transformation.

A broad rural poverty reduction program includes the following elements, which would not be enough if
implemented individually:

- Economic growth and inclusive structural transformation, through which investments generate
employment in sectors and territories where the poor may also benefit.

- Increase of productivity in poor rural households - increasing access to natural resources (land,
water, forests) as well as inputs and other assets - to improve their capacity to manage risks and
increase their productivity, linking small-scale agricultural markets to agri-food systems.

- Expansion of social protection systems in rural areas and stronger coordination with other rural
development and natural resources sustainable management programs.

- Creation and improvement of ruralinfrastructure, especially in energy, transportation, water and sanitation.
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- Facilitation of decent employment creation in the agriculture and non-agricultural rural economy,
both in terms of self-employment and wage employment.

- Generation of human capital through access to social services (health and education).

- Strengthening of rural institutions and local governments to encourage their participation in
policy dialogue and decision making, which requires promoting professional qualifications.

- Empowerment of the rural poor by boosting their organizational capacity to promote political
participation so they can benefit from the processes of development and economic growth.

Finally, the fight against poverty through financial inclusion and socio-productive innovation is based
on certain assumptions. First, that the majority of the rural poor have insufficiently exploited economic
potential. Second, that the barriers preventing the realization of this potential must be overcome. And,
third, that coordination and integration between social policies and productive development must be
improved. The following section describes some examples of these challenges.

3.2 EXPERIENCES IN SOCIO-PRODUCTIVE AND
INSTITUTIONAL INNOVATION

To solve problems as complex as poverty and vulnerability, which have multiple causes and manifestations,
it is necessary to innovate in different areas. Some examples of this process in the region include:

- The new relationship between the State and citizens, which has improved in recent years.

- Opportunities for coordination between public and private investment at the level of underdevel
oped territories, communities, individuals and households.

- Recognition of the need to move from technical innovation in agriculture and conditional cash
transfer programs to an integrated and systemic approach.

Innovation in agri-food systems can be an engine for agricultural development in rural areas by promoting
synergies between social protection, sustainable rural development and financial inclusion programs, and
through the strengthening of local institutions involved in multi-sectorial planning and coordination in
the implementation of innovative initiatives.

The search for answers continues to focus on rural territorial development, which is defined by Rimisp as
“the process of productive and institutional transformation in a given rural area, which aims to reduce rural
poverty. This productive transformation is intended to improve the competitiveness and sustainability
of the territory’s economy to facilitate its integration with markets. Institutional development aims to
encourage and facilitate the interaction and coordination of local actors both between themselves and
with external entities, while increasing opportunities for the rural poor to participate in these processes
and benefit from them"” (Schejtman and Berdegué 2004).

3.2.1. SOCIAL PROTECTION AND PRODUCTIVE INCLUSION

Latin America and the Caribbean is a global reference for the development of social policies, with various
innovations in policy design, targeting, scale and legal frameworks. Social development continues to be
a priority for many countries - most of them have developed productive inclusion and social protection
policies and have fostered the exchange of experiences.

Social protection, through direct income support, not only reduces poverty, food insecurity and hunger, but
also promotes the development of human capital. Governments can also use it as an instrument to act quickly
in times of crisis (natural disasters or economic crises). However, experiences in different countries show that
social protection is more than a simple social safety net, since it can also contribute to productive inclusion,
stimulating local economic development and promoting the sustainable management of natural resources.



Social protection is the starting point to locate the poorest population in rural areas. Most of the
beneficiaries of social security in rural areas (including credit instruments, insurance, savings, inputs,
etc.) are self-employed or work in agricultural and non-agricultural activities in a context where markets
are either non-existent or do not function efficiently. Evidence from the region (and others such as Sub-
Saharan Africa) shows that long-term programs, such as cash transfers, lead to increased investment in
productive activities, including both agricultural and non-agricultural activities, while also increasing
productivity and output, since they can function as a source of liquidity or insurance.

But the impact of social protection is limited. The experiences in the region show that social protection,
in itself, is not sufficient to lift people out of poverty or address all structural inefficiencies. Increasingly,
countries are seeking to complement social protection programs, or place them within a wider context of
rural development. For example:

- In Peru, the Incluir para crecer (Inclusion for growth) program seeks to link the cash transfers
program, Juntos, with complementary interventions in productive development (the Haku Winay
program), as well as with social services, and public goods and services (FONIE).

- In Mexico, the Productive Territories program seeks to contribute to reducing the rural population
in extreme poverty, including beneficiaries of the conditional cash transfer program Prospera, by
way of increasing their productivity, output and income?°.

In this regard, current opinion is moving toward a broader strategy of social protection and complementary
actions linked with interventions that consider food security and the promotion of productive inclusion.

Some tools for productive inclusion include:

- Social protection policies, including cash transfers, and synergies with efforts to ensure personal
identification, and access to energy, water and education.

- Technical assistance and rural extension (TARE), as well as funds for small investments linked to TARE.

- Financial rural inclusion, including micro-credit, aimed at the small farmer or formal credit lines
targeted to family farming.

- Public procurement and links with the private sector
- Professional qualifications.
- Agricultural and non-agricultural investments at the territorial level for the generation of employment.

- Databases and information accessible to stakeholders at different levels, including ministries,
development agencies, beneficiaries, etc.

3.2.2 FINANCIAL INCLUSION

Informal financial services still play a dominant role in rural areas of the region. Financial inclusion is
seen as a way to solve this problem through innovations that link financial services with social protection
programs. For example, when the beneficiaries of cash transfer programs receive transfers through the
formal financial system (savings/debit cards), programs such as Fundacion Capital seek to raise the
financial literacy of beneficiaries so they can save and benefit from banks’ other financial products.

Financial inclusion can occur in several ways:
- The use of a certain financial product (e.g. debit cards) as a tool for social protection programs.
- Specific financial products and services to strengthen the benefits of social protection.

- The integration of financial inclusion and social protection programs through common operating
frameworks for the promotion of sustainable rural livelihoods.

10 The program aims to achieve this objective through four pillars: increasing the productivity of existing assets,
increasing revenues through agricultural and non-agricultural economic activities, increasing food production, and
improving access to public policies and programs.
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As an example, BanEcuador, a state-owned development bank in Ecuador, has promoted a social
management strategy with a gender-based, generational and territorial focus. As part of this strategy,
financial products have been created for the rural poor such as Credisemilla, which takes advantage of the
cash transfer program Bono de Desarrollo Humano, to offer microcredit to women. BanEcuador also acts
as a second floor bank, delegating the management of microcredit to community banks and cooperatives.

3.2.3 EMPOWERING THE RURAL POPULATION AND INSTITUTIONS

The empowerment of the rural population can occur at different levels and for different purposes. These
may include the empowerment of women, or young people in the household, in order to promote their
capacity for economic decision-making and access to productive resources of the household or family.

The second level is the strengthening of rural organizations, increasing their organizational capacity,
for both productive and social purposes. By strengthening and empowering these institutions, the most
vulnerable can improve their bargaining power and gain access to policymakers and markets.

Finally, it is necessary to promote dialogue between local institutions (groups of agricultural producers,
women, young people, etc.) and local and national authorities. Helping these institutions to improve their
participation in local decision-making processes means they can influence the design of national policies
that affect their livelihoods.

Programs like the “Forest-Farm Facility” (FFF), which is present in Central America and other parts of the
world, allow organizations of producers, family farmers and cooperatives to become agents of development
and rural transformation. The FFF creates opportunities for income generation and facilitates access to
natural resources and their sustainable management, as well as promoting access to credit and markets,
and exchanges between producers at the global level.

3.2.4 PROMOTING THE CREATION OF DECENT EMPLOYMENT AT THE TERRITORIAL LEVEL

In order for rural poverty reduction efforts to be sustainable, public policies should promote economic
diversification, non-agricultural employment, and investment in human capital. Providing decent
employment for young people is a challenge: in the region, about 30.9 million young people aged 15-29
live in rural areas, accounting for 25.3% of the rural population, and most are women (Dirven, 2016).

To meet this challenge, policies, strategies and programs are needed to promote the creation of decent
employment for the rural population, especially young people and women, in agricultural and non-
agricultural activities. It is also important to take advantage of the increasing modernization of agri-food
chains and the growth of small towns, while applying international labour standards in rural areas, such
as the elimination of discrimination, the promotion of occupational health and safety standards, and the
prevention of child labour.

3.2.5 REALIZING THE POTENTIAL OF RURAL WOMEN

Women play a crucial role in rural economies but face gender barriers, particularly in access to productive
resources, services, economic opportunities and decision-making. These barriers prevent them from fully
achieving their potential, thereby weakening the agricultural sector and undermining rural development.

Actions to support women in rural areas are based on the principle of equal opportunity. Helping women
in agriculture and rural development to realize their potential requires the elimination of gender barriers
in access to services, technologies, markets, social protection and productive resources.

In addition, gender-based discrimination in legal frameworks that impede women'’s access to land must be
eliminated as access to resources, such as land, gives women access to other agricultural services and benefits.



3.2.6 FUTURE CHALLENGES
The agenda of rural development and poverty alleviation faces important challenges.

First, it is necessary to change organizational paradigms, organizational cultures, and the organization of
the public sector in general.

Second, integrated capacity building is required to improve the performance of multi-sectoral management
initiatives**
Third, inter-institutional coordination efforts can face several challenges due to the internal structures of

individual institutions (budgets, targeting, coverage)'2.

Finally, it is necessary to resist standardized solutions and instead adapt to the particular context of
each country or territory (low-income countries, mainly agricultural, middle-income countries with high
inequality, countries with areas of conflict, etc.).

11 This includes building evaluation capacity related to issues such as food security, poverty, rural development,
climate change, rural and urban productive inclusion, while linking different levels of government and civil participation,
in order to improve the impact of these initiatives at the territorial level, as well as their impact on issues such as gender
equality, youth and the elderly, and indigenous peoples.

12 Forexample, budgetary restrictions (different ministries/services with their own budgets), different focuses (territory
vs. household /individual), and programs with different scales of coverage and different target populations, dependin

on educational or cultural level, or because beneficiaries of a certain program (e.g. of the TMC) not may not be ready for
productive programs.
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4. DYNAMICS OF INSTITUTIONAL INNOVATION FOR

SOCIO-PRODUCTIVE INCLUSION

M. Ignacia Ferndndez*3

4.1 BACKGROUND

Given the socio-economic problems currently facing many countries of the region, there is clearly a need
for public policy innovation in many areas. The problems today are more complex thanin previous decades,
the causes are many, and social movements more specific and complex. To address these problems, a
different relationship between the State and citizens is needed based on the understanding that those
affected by public policies are not just beneficiaries, but individuals and communities able to question
and react to policies that take time to adapt and respond to social changes.

Clearly, traditional policies such as conditional cash transfer programs are no longer yielding the expected
results. Just as today there is the need for a closer link between social and economic policies, which have
for a long time taken separate paths, there is also a need for greater coordination between territorial
interventions and interventions focused only on households or individuals. In this regard, a more
integrated view of today’s social problems is required.

Today, the design of territorial policies is far removed from most public policies in rural areas, which tend
to be focused on specific population groups such as rural households with certain needs, poor households
or family members including youth with incomplete schooling or women heads of households. These
policies are often decontextualized from the places where people live and work. While there have been
efforts to intervene in certain territorial dynamics, these are not usually linked to the public policies
implemented in these territories.

4.1.1 REASONING

The situation mentioned above raises various questions: How is it possible to coordinate social and
productive policies? How can territorial interventions be effectively integrated with interventions related
to individuals, households and communities?

There are different reasons why greater policy coordination is needed. Here are some of them:

- Conditional cash transfer (CCT) programs, which were considered innovative, are today viewed
as traditional social protection policies. Although they have contributed to improving nutritional
deficiencies and opportunities of access to education, as well as other issues that are well
documented, they have not been able to ensure a sustainable exit from poverty.

- There is very little evidence of the impact of these programs in terms of income generation that
allows a permanent exit from poverty once cash transfers or other State support is withdrawn.

- The assumption is that these programs generate the basic conditions in terms of human capital and
then other structural reforms allow access to more opportunities, but this does not tend to happen.

-Inreality, there is a series of interventions designed specifically to help this population in extreme
poverty, which fails to connect with the structure of opportunities in society as a whole. As a result,
these groups are not able to achieve self-employment or higher income, which would allow them
to permanently exit poverty.

- CCTs have helped to create the basic conditions for these populations to develop, but it is not so
evident that they help create soft skills, such as self-esteem or social capital, which would allow
this population greater access to public programs for productive inclusion, either in terms of access
to paid employment or self-employment. This is partly due to the lack of policy coordination.

How can policy coordination lead to change, not only in productive programs but also in the role and
objectives of cash transfer programs in terms of teaching these basic skills to the target population?

The answer relates not only to individuals. The integration of conditional cash transfer programs with
other productive programs may have, for example, an important multiplier effect on local markets, both in
terms of income, the strengthening of communities and empowerment of local actors.

13 Executive Director in Rimisp
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4.1.2 EXPERIENCES

The Latin American Centre for Rural Development (Rimisp) has decided to support and study specific
examples of coordination between social and productive development policies, which has led to the
following lessons and reflections.

First, Rimisp worked closely with the Mexican government and the Secretariat of Social Development
(Sedesol) on the design of the Productive Territories program. In addition, Rimisp was in charge of the
institutional component of a study led by Colombia’s Universidad de Los Andes, with the support of IFAD,
on synergies between rural development and conditional cash transfer programs.

Three main conclusions can be drawn from these two cases:
1. The economic and productive potential of the majority of the rural population is insufficiently realized.

2. The realization of this potential in rural communities faces barriers associated with the provision
of productive assets, access to financing, technology, economies of scale and markets, which limit
the productivity, production and incomes of the rural poor.

3. The lack of coordination between social and productive development policies has contributed to
their failure to effectively reduce these barriers.

Conditional cash transfer programs aim to develop a range of skills in the next generation, but they do
not help members of the current generation to develop their own potential, which means they must be
subsidized with cash transfers.

It is important to highlight that the rural population in poverty has significant productive potential, which
existing development policies are not able to adequately harness as they were designed according to a
different logic.

Addressing this lack of coordination and integration goes beyond sitting down together to focus on the
same population, and has to do with shared goals, shared purposes and the willingness to change in two
main areas: productive development and social policies.

4.2 AREAS OF OPPORTUNITY FOR COORDINATION

Public policy coordination efforts can be classified according to these three types:

- First, there is the most common case of different and independent programs implemented by
different institutions, which target the same population. When this occurs, whether by coincidence,
design or lack of organization, the same population benefits from both programs.

- Second, there is the case of programs implemented by a single institution, which are designed to
be complementary and form part of an integrated strategy.

- Third, there is the case of policy coordination efforts between different programs, with
complementary objectives, which are managed by different institutions.

An example of the second is Peru’s Haku Winay program, which is part of the strategy Incluir para crecer
(Inclusion for growth) of the Ministry of Development and Social Inclusion, and showed very good results
in terms of income in a recent impact assessment study. The policy design behind the program was driven
by then-Minister Carolina Trivelli, who promoted the creation of a productive development program within
the Ministry given the difficulties in coordinating with programs in other areas. In this regard, Haku Wifiay
is designed to complement the conditional cash transfer program, Juntos (Together), in certain territories
selected through special criteria.

Peru’s development fund, FONCODES?, initially provided the institutional conditions to fund the Haku
Winay pilot program, and has expanded its support for the program in terms of productive development.

An example of the third type is Mexico’s Productive Territories program. This is a pilot program that aims
to help reduce extreme poverty among beneficiaries of Latin America’s largest conditional cash transfer
program, Oportunidades (Opportunities), which has been renamed Prospera (Prosper). Unlike the previous

14 Fondo de Cooperacién para el Desarrollo Social



case in Peru, which was developed by a single ministry, here the program relied on inter-ministerial
coordination as part of the government’s national development strategy. This means there was enough
political will to bring together the productive resources from around 30 different programs in various
ministries, primarily the Ministry of Agriculture.

Social participation and organization is an important component of the program’s design in order to
develop organizational capabilities in communities to help them access productive resources. Productive
Territories then proposes solutions for these community organizations with a territorial focus and through
coordination with other programs.

The lessons of the first phase of the pilot program show that the main difficulty is coordination between
Productive Territories and existing programs. Coordination with Sedesol’s services was effective, but this
was not the case in other ministries. Despite political will - the pilot was launched under the framework of
the Cruzada Nacional contra el hambre (National crusade against hunger), which helped President Pefia Nieto
win the presidency - and the Ministry’s support to facilitate cooperation, it has been a very complex process.

To analyze these policy coordination difficulties, it is important to understand that there are a number of
challenges to consider relating to the type of intervention by social and productive development programs:

- Targeting criteria: In general, productive development programs have a territorial focus, while
cash transfer programs focus on households.

The coordination seen in Peru, which included working in towns with a high concentration of
beneficiaries of the Juntos program, as well as supporting those that are not beneficiaries of the
program, could not be replicated in Mexico because the Prospera program cannot legally give
resources to people who are not beneficiaries of the program.

- Scale: The scope of social and productive development interventions is completely different.
Increasing the scale of conditional transfer programs is not necessary, as they tend to be large
with a relatively efficient management system that allows modest human resources to deliver
cash transfers to a large population. This contrasts with productive development programs, which
require very personalized technical assistance and support.

- Target population: The beneficiary population of conditional transfers, i.e. the population in extreme
poverty, often does not have the skills or the basic conditions to access productive resources.

- Competitive grants: Many productive projects compete for grants, but there is a large population
that is unable to participate in these competitions because they lack basic conditions, such as
digital access.

A good example of these difficulties is the case of Chile Solidario’s Puente program. This was designed
as a psychosocial program, which sought to empower households in extreme poverty to enable family
members to access productive development, employment and education programs, among others.

However, since this was not possible, at least in terms of achieving productive inclusion, a fund was created
under the Ministry of Social Development (former MIDEPLAN), FOSIS?, to provide public resources in
parallel to programs in the Ministry of Economy and Ministry of Agriculture. Today, the productive services
offered by SERCOTEC, INDAP and FOSIS, are practically the same, with the same objectives and social
components, but aimed at different target populations. What does this mean? The number of services
has doubled, but target populations only receive short-term solutions because those in extreme poverty
cannot make the jump to access permanent social programs. These services also keep target groups
disconnected from the regular structure of social opportunities that exist for the rest of the population, as
they remain stuck in their “shell” created by State support and cash transfers.

This analysis ends not with any answers, but rather with a reflection: while the ad hoc design of programs
within social development institutions, as in the case of Haku Winay, solves the problems of policy
coordination often seen in States and has produced relatively good results, this creates bureaucratic
difficulties such as the duplication of services and intra-institutional envy. But an even more critical issue
is to ask whether the solutions provided by these programs modify the structure of opportunities for the
poorest households in such way that they can meet their material needs autonomously and sustainably.

15 Solidarity and Social Investment Fund
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5. TECHNOLOGICAL INNOVATION FROM A TERRITORIAL

PERSPECTIVE: CHALLENGES OF BUILDING LINKAGES
BETWEEN AGRICULTURAL RESEARCH AND RURAL EXTENSION

Marcos H. Easdale*®

5.1 INTRODUCTION

There is a growing global consensus at the political level that one of the main drivers of territorial
development is technological innovation. Innovation brings change and is a continuous process based
on knowledge accumulated over time. When technology is used as an instrument of change, one of the
ways to expand the pool of knowledge is the realization of research and development (R&D) activities.
However, other forms of knowledge related to the use of technology can also support the innovation
process, including local experience and traditional knowledge or other factors specific to each region.
In rural areas, these are usually known as agricultural extension and technology transfer activities (E&T).
This document is based on the premise that an integrated view of sustainable development in rural areas,
focused on technological innovation as the core driver of change, should adequately link agricultural
research and rural extension. To study the possible challenges faced in promoting this linkage, it is
necessary to analyse how science and technology institutions, which are key actors in this process, are
organized and how they operate. As an example of institutional innovation, Argentina’s National Institute
of Agricultural Technology (INTA) oversees activities aimed at addressing development problems in
various national territories. An advantage of using INTA as a case study is that it is one of the few Latin
American institutions with both R&D and E&T as strategic structural pillars. Although this is rare in the
region, the evaluation of the institution’s innovation process is broadly relevant, especially as an input for
future territorial development programs in Latin America.

5.1.1 INTA: A BRIEF INTRODUCTION

INTA is an autonomous, decentralized public institution, which is dependent on Argentina’s Ministry of
Agro-industry. Created in 1956, its actions are designed to improve the competitiveness and sustainable
development of rural areas of the country. Its activities are divided into four strategic components: i)
extension and rural development, ii) research and technological development, iii) institutional relations,
and iv) technological linkage. The institution has a presence in five eco-regions of Argentina (Northwest,
Northeast, Cuyo, Pampeana and Patagonia) through an institutional structure that includes a headquarters,
15 regional centres, 52 experimental stations, six research centres associated with 22 research institutes,
and more than 350 rural extension units. Its activities are organized through National Programs (with
projects related to specific research and technological development issues), the Federal Program for Rural
Development (PROFEDER, with projects that promote technological and organizational innovation, capacity
building and strengthening of competitiveness in rural organizations), national agricultural associations, and
Territorial-based Regional Projects (aimed at solving specific problems in different territories of the country).

5.2 INSTITUTIONAL INNOVATION: TERRITORIAL-BASED
REGIONAL PROJECTS (PRETS IN SPANISH)

In 2013, INTA changed its organizational structure to focus most of its resources on the implementation of
a more integrated institutional strategy to address the challenges of territorial complexity in rural areas.
Part of its analysis recognized that territories are dynamic spaces in permanent development, which
are complex both in their problems and in the development of new initiatives, often with biophysical
and socio-productive aspects in tension or conflict. From this perspective, territorial innovation in
technological, organizational and institutional terms is seen as a process for socio-technical change in
production, commercialization or organization. In order to promote the creation or processing of new
products or services in a given territory with a specific historical and cultural context, there is a need

16 National Institute of Agricultural Technology (INTA), EEA Bariloche. Rural Development Area, Bariloche, Rio Negro,
Argentina. National Council for Scientific and Technical Research (CONICET).

Coordinator of the Territorial-based Regional Project: “Fostering Development in Central and Northern Neuquén”. Email:
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to integrate scientific-technological knowledge and empirical knowledge (Ledesma and Cittadini, 2015).
There is also the need to include strategic tools as part of the institution’s management strategy that
approaches territorial development through a partnership between public and private stakeholders, while
considering local environmental and socio-economic characteristics. To facilitate this process, a total of
120 PRETs will start operations between 2014 and 2020 throughout Argentina with the aim of promoting
innovation in different territories and contributing to the development of local actors and production
systems. Institutional innovation lies primarily in the formalization of the PRET approach as a practical
tool for nearly all of the institution’s actions. As a result, National Programs and PROFEDER should
coordinate their goals and activities within the mandate of the PRETs. In practice, the idea is that each
PRET should function as a planning platform to identify and prioritize management strategies, funding for
specific programs, allocation of resources and evaluation and monitoring of results, which was previously
done only partially at a local level with less formal recognition. Underlying this change is the assumption
that territorial innovation is more effective if: i) a territorial development approach is implemented both
in terms of knowledge management and lines of work for the institution’s research and rural extension
groups, ii) the institution’s activities are focused within a geographically defined territory, (iii) R&D
activities are coordinated and integrated with E&T processes in lines of work and common objectives
in line with the needs of each territory, and iv) inter-institutional and joint management initiatives are
promoted in the search for solutions to complex problems in the territory.

5.2.1 PRET “FOSTERING REGIONAL DEVELOPMENT IN CENTRAL AND NORTHERN NEUQUEN"

To illustrate the application of this new institutional tool and its implications in terms of improving
linkages between research and rural extension, this analysis will focus on a PRET in northern Patagonia and,
specifically, its experience with a cooperative of family livestock producers. The project covers a territory
of approximately 7.5 million hectares in the central and northern part of the province of Neuquén, in the
northwest of Argentina’s Patagonia. One of the key challenges for sustainable and inclusive development
inthis territory is the tension between a traditional land-use model based on households with transhumant
pastoral systems, and the development of other economic activities such as hydrocarbon exploration,
tourism and real estate development. In this context, the general objective of the project is to strengthen
and stabilize production systems within a framework of sustainability, facilitating institutional integration
and the organization of producers to promote rural development.

5.2.2.1 CASE STUDY: AGRICULTURAL COOPERATIVE OF SMALL PRODUCERS IN CENTRAL NEUQUEN

This second-degree cooperative groups 16 different organizations, and approximately 350 rural families,
in an area covering 2 million hectares in the central area of Neuquén province. Most are transhumant
families, living with their flocks in valleys or low plains in autumn and winter, generally in arid and semi-
arid areas called invernadas, and in summer moving to mountainous areas in the Andes, or other nearby
ranges, to take advantage of high altitude grasslands. Their production is generally based on breeding
small ruminants, mainly Angora and criollo goats, and Merino sheep or crossbreeds, in multi-species
grazing with cattle and horses. Their main products are fibers of animal origin — mohair and wool (export
products) — and meat, both for self-consumption and sale in the local market. Families also develop other
activities such as handicrafts, farming and gardening.

The cooperative was formed over the last 30 years (Fig. 1). In the beginning, it was focused on the genetic
improvement of Angora goats, as well as collecting, processing and classifying mohair and selling it with
the aim of obtaining higher prices. This process was permanently supported by state, provincial and
federal government entities through scientific and technological development, as well as by NGOs, and
benefitted from other sources of funding at the provincial, national and international level (Sapag and
Arrigo, 2010). Although technological innovation processes take time to reach maturity, this case shows
the importance of long-term cooperation in rural extension and technological innovation involving
different actors. Even more importantly, these processes could not have happened without a process of
organizational and institutional strengthening over several decades, as well as timely technical support.
The actions carried out within the framework of the PRET in the last three years have also been enhanced by
synergies between institutions, which have supported the development of innovative proposals, such as
investment in a small textile processing plant (mini milling machine) to transform mohair into high quality
yarns, thereby adding value to the finished product. Financial cooperation between the government of
Neuquén and the Zapala municipality facilitated this initial and necessary development. Institutions also
played a scientific and technical role in the development and training of workers in the creation of textile
products, and provided support related to issues of commercialization, markets, and other economic and
organizational aspects.
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The main institutional innovation was creating a space for planning and execution of actions involving the
participation of representatives of the cooperative of producers, the government of Neuquén, the local
municipality and national scientific and technological institutions. This space was then formalized by a
project promoted by the government of Neuquén, and financed by the Inter-American Development Bank
(IDB), called the “Goat-breeders Cluster of the Central Area of Neuquén”. Within this framework, issues and
new projects were discussed and prioritized in a participative manner, with the intention of creating a local
goat-breeders’ organization. Focus areas included: i) institutional strengthening, ii) a program for the genetic
improvement of Angora goats on producers’ lands, iii) a project for productive innovation through grazing
models, which was prioritized by organizations in the cooperative, iv) the development of processed fiber
with value-added, and v) a plan for production and commercialization of goat meat and leather.

The relative success of these initiatives needs to be evaluated since they are still being implemented, but
they cannot be analyzed without understanding that the process that led to their creation began long before.
In addition, it is important to identify the characteristics that have facilitated this socio-organizational
process, so that the same initiatives may be used to develop similar experiences elsewhere in Latin America.
Some characteristics that can be highlighted are: i) the pro-activity and leadership shown by representatives
of organizations of producers, ii) the commitment and on-going support of government bodies, as well as
scientific and technical institutions, that have provided advice, financing and organizational strengthening,
(iii) political will to support agricultural development, including efforts to create innovative products by
addingvalue, iv) long-term lines of action implemented by organizations of producers and publicinstitutions,
which transcend the short-term actions of individuals in these organizations.

Figure 1. Chronology of the creation of the Agricultural Cooperative of Small Producers of Central Neuquén,
including activities related to rural extension, applied research and innovation processes.

PROCESOS DE EXTENSION RURAL PROCESOS DE INVESTIGACION APLICADA Y DESARROLLO

JCLYSTLYAl - INTA Bariloche. Programa de mejoramiento caprino de Angora

1995 - Proyecto capacitacion tecnoldgica en genética, sanidad y manejo

- Comité Mohair (Organizacion de pequefios productores familiares). | - Plan Mejora genética en Angora

- Asociacion de criadores de cabras Angora de Neuquén (ACCAN) y + Técnica de iseminacion artificial

Cooperativa Quifie Raquizuam » . .
+ Importacién de material genético

- INTA, Ministerio Desarrollo Territorial Neuquén, SAF, ONG .
Fundacién Hueche. - Feria de productores

1. Logistica, acopio y acondicionamiento de fibra
2. Fortalecimiento Organizacional en: - Acondicionamiento de fibra de Mohair

- Venta Conjunta de fibra acondicionada al barrer (sin clasificar)
+40% del precio

FORTALECIMIENTO ORGANIZACIONAL (30 ANOS)

+ Comercializacion y mercado
- Venta Conjunta de fibra clasificada y diferenciada por calidad

(n=16) con analisis de laboratorio de Fibras Animales INTA Bariloche. | * Propuestas de mejoramiento genético y seguimiento

en campo de productores
- Venta directa a compradores del exterior (Sudafrica) +25% precio

> Anélisis de Mercados

> Fondos rotatorios de pre-financiamiento

+ Incorporacion de Asociacion de Criaderos Unidos

- Incorporacion de Asociacion de Fomento Rural (AFR) MAcho Negro
y Laguna Blanca

+ Incorporacién de AFR La Pileta + Campos Demostradores

Mejoras prediales > mejorar indicadores
productivos, sociales y ambientales

Infraestructura predial (capacitacion y distribucién de
agua, potreros, alambrado eléctrico, cobertizos, etc.)

Propuestas de manejo pastoril, manejo nutricional y
reproductivo, engordes

Produccién de forraje bajo riego, recuperacion de
ambientes (vegas y mallines)

- Constitucion de la Cooperativa Agropecuaria de Comercializacion
de Pequefios Productores de la Zona Centro de Neuquén (aglomera
16 organizaciones y aproximadamente 350 familiasi

- Construccion de planta de acopio (cueros) y Mini mills (industria - Valor agregado de fibras animales (Mohair-Lana) >
textil de baja escala) Hilos, fieltros, servicios

+ Proyecto Cluster Caprino de la zona centro de Neuquén

Source: Sapag and Arrigo (2010)



5.2.2 DIAGNOSTIC TOOLS FOR LINKAGES BETWEEN RESEARCH AND RURAL EXTENSION

Considering the experience described above, certain diagnostic tools have emerged which could be
usefulin future initiatives. First, research and rural extension involve processes with different timeframes,
which creates a partial disconnect between technological supply and demand. Rural extension is
frequently overwhelmed by demand and so effective planning requires a balance between current and
future demand. Meanwhile, research tends to be fragmented and based on traditional methods, while
solving complex problems in a territory requires new research methods and scientific knowledge.
Research groups and rural extension efforts tend to fall into a comfort zone focused on traditional lines
of work, so promoting change in a territory first requires overcoming this organizational and institutional
inertia. The integration of different institutions is not just the result of combining fragmented parts or
components. New knowledge management strategies are needed (Easdale and Domptail, 2014), not just
for the generation of new ideas and their implementation in innovation processes, but also to address
the challenge of coordinating the views, opinions and interests of different social groups. For example,
promoting the participation of different groups in integrated systems of research and extension in rural
areas requires a design that recognizes the roles and responsibilities of each group during the process, as
well as the different timescales of their intervention. This is an effort that takes time and new agreements
to facilitate the training of professionals and actors involved in territorial innovation. Professionals and
decision-makers with academic training in various disciplines are needed, and new skills are required to
generate and adapt knowledge to develop integrated development strategies in situations of constant
change. Finally, many existing funding programs reward groups that focus on R&D with high scientific
output, but which do not necessarily ensure territorial innovation with appropriate technologies or
integration into processes of rural extension. The integration of scientific knowledge with traditional
knowledge, and the harmonization of the views of policymakers with the visions and expectations of local
communities, requires processes of rural extension that function as a bridge between different actors
and interests. Scientific and technological development requires fundraising from sources outside of the
institution, which means that if there is no effective planning and integration between different groups,
the institution’s priorities or power relations may be affected. As a result, new financial tools and programs
are required that promote technological innovation and territorial development, mainly by helping to
strengthen planning platforms and foster interdisciplinary management.

5.2.3 CHALLENGES IN DEVELOPING TERRITORIAL INNOVATIONS

As part of the effort to develop new proposals for integrated territorial development, which include
linkages between research and rural extension, some future challenges can be highlighted. First, it is
necessary to reconcile the interests of various groups. In this regard, it is important to develop participative
processes with a territorial approach in the prioritization of problems in the region, and to agree on lines
of work for agricultural research and rural extension. It is also necessary to develop capabilities to monitor
territorial dynamics in order to plan and adjust strategic lines of action in the medium- and long-term.
Finally, greater efforts are required to develop integrated rural scientific-technical proposals at different
levels of decision-making, including property regulations, producers’ organizations, public programs and
policies, and financial support.
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6. LINKING SOCIALPROTECTION WITH FINANCIAL INCLUSION:

Akos Szebeni'?

6.1 INNOVATIONS TO PROMOTE SUSTAINABLE
RURAL DEVELOPMENT

In recent years, there has been a growing interest in the potential role of social protection programs in
contributing to poverty reduction; food and nutrition security; and the overall structural resilience of the
rural poor. On the one hand, this interest can be explained by the impetus of the millennium development
goals (MDGs) and the post-2015 UN development agenda; on the other hand, itis also the result of evidence
acquired on the positive livelihood impact that can be achieved through effective social protection
programming that has been registered across various development indicators including poverty; food
security; education; health; nutrition; and achievable economic and productive impacts. These positive
livelihood impacts have led to increased resources commitment and a shifting of attention to the potential
complementary roles of social protection, financial inclusion and other market development programmes.
In tandem, there is a growing body of empirical evidence that produces a consistent narrative: financial
inclusion can contribute to reduce rural poverty and promote sustainable livelihoods of rural populations.

Recent evidence suggests considerable opportunities to strategically link social protection programmes
with financial inclusion interventions to (1) promote synergies; (2) optimize economic multiplier effects;
and (3) institutionalize the durability of the overall development impact.

This paper explores recent trends in both social protection programming and rural financial markets, with
aview to understanding these opportunities and the concomitant challenges in linking these agendas, and
to delineating an operational model of doing so.

6.1.1 TRENDS IN SOCIAL PROTECTION PROGRAMMES (SPPS)

There has been a growing interest in recent years of the potential role of social protection programmes
both at a global level, and more specifically in the Latin America and the Caribbean (LAC) region, coupled
with increased resource commitment in this regard. This increased interest is not only the result of the
impetus of the millennium development goals (MDGs) and the post-2015 UN development agenda - as
codified in the Strategic Development Goals (SDGs) — but also a direct result of the evidence acquired
on the positive livelihood impact that can be achieved through social protection programming, that has
been registered across various development indicators including those related to poverty, food security,
education, health, nutrition, and achievable economic and productive impacts.

Notwithstanding its proven effectiveness, there are indications of a consensus by relevant practitioners that
social protection interventions alone are unlikely to sustainably and structurally transform the livelihoods
of the poor. This recognition, in turn, has resulted in a paradigm shift towards increased attention to the
potential complementary role of social protection, financial inclusion and other market development
programmes. As pointed out by Smith, Scott and Shepherd (2015), linking social protection with financial
services may have a mutually reinforcing effect that increases the impact of both of these components.
To begin with, it has the potential to foster greater financial inclusion: it motivates services providers to
expand their rural and branch networks to reach potential clients that they would not consider in other
circumstances due to their limited assets and perceived lack of creditworthiness. It also encourages them
to develop innovative financial tools that are tailored to the need of poor households. Furthermore,
granting access to a range of demand-driven, affordable financial services can contribute to achieve social
protection goals, such as increased resilience to shocks.

This paradigm shift is also based on an evolving evidence base that shows that a wide range of objectives
can be achieved through this approach: build human capital; strengthen livelihoods engagement; reinforce
social inclusion; and enhance local economy multiplier effects. The resulting challenge - and simultaneous
opportunity - is how to optimize the mix of policy interventions in order to promote long-term sustainable
transformations in rural households’ livelihoods.

17 FAO professional in Rome.
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6.1.2 RURAL FINANCIAL MARKET DYNAMICS

This section aims at highlighting some of the most recent trends in rural finance and investment at
global and regional level, in order to give a proper outline of the dynamics at play in developing rural
financial markets. Understanding these dynamics is essential to grasp the potential opportunities for
rural development that can unlocked by promoting linkages between social protection programming and
financial inclusion initiatives.

Data has shown that global demand for agricultural products has risen considerably in the past decades®®.
At a global level, producers have managed to respond effectively to this growth in demand, going so far as
to maintain a stock reserve to face potential fluctuations in global demand levels. This production trend
can be evinced by the figures below, which show the growth in production of different commodities in
different macro-regions, in the last decades.

Figure 2. Total production of different commodities in LAC, Asia, and Africa.

Source: FAOSTAT

The growth in production has been accompanied by a sustained increase in the average yield of different
commodities. Figure 2 below presents a disaggregation of the sources of agricultural output growth,
throughout the decades. It is evident that in the past decade yield growth has been mainly a result of the
rise in total factor productivity (the orange segment of the pillar in the figure), derived from investments in
research and development of new technologies, agribusiness models, improved infrastructure and more
effective extension systems (Fuglie, 2012).

Figure 3. Sources of agricultural output growth rate at a global level

Source: Fuglie, 2012

18 Detailed data on the rise in agricultural demand and offer can be found in FAOSTAT, FAO's corporate database of
food and agriculture statistics. FAOSTAT provides free access to food and agriculture data [for over 245 countries and
territories, and covers all FAO regional groupings from 1961 to the most recent year available.



It is therefore important to understand which have been the main drivers for this increase in total factor
productivity. A critical determinant of productivity can be traced to the rising global levels of investment
in the agricultural sector, reflected by the total capital stock in agriculture (i.e. the long-term investment
in land, machinery and infrastructure) as shown in Figure 3 below. Long-term agricultural investments in
developing world agriculture have focused on seeking more efficient production and business models that
allow to satisfy the rising demand level, thereby seizing business opportunities throughout all segments
of agricultural value chains, including production, processing, storing and commercialization.

Figure 4. Capital stock value in agriculture for LAC countries (USD million as of 2005).

Source: FAOSTAT

In the LAC region, the level of capital stock per worker in agriculture has grown in real terms by 0.7%
between 1980 and 2007. To make a comparison, this growth rate is similar to that of Asia, but higher than
Sub-Saharan Africa or the Middle East. The data suggests that the increase in investment in more efficient
production and management models has resulted in sustained increments of the average production
levels in the region.

This evidence motivates to analyze more in depth which are the main investors involved in the agricultural
sector. Figure 4 below shows a comparative analysis of the sources of agricultural investment in selected
low-and-middle income countries (LMIC). It is evident from the data that domestic private sector
investment has the lion’s share in overallinvestmentin agriculture. It exceeds by four time the annual flows
to agriculture from governments (the second largest category) in developing countries. Local domestic
actors tend to be those best able at identifying and seizing investment opportunities in the agricultural
sector, since they possess critical information advantages about the complexities of agricultural markets
and the various dynamics between value chain actors, deriving from their unique perspective from within
the field. However, the composition of this group of domestic investors tends to be highly heterogeneous,
consisting of smallholder farmers, as well as medium and large farmers, who are often neither well
organized nor able to effectively lobby domestic policymakers about their needs
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Figure 5. Components of agricultural investment for a sample of 31 developing countries.

Source: ODI, 2012

But who are the actors responsible for financing these rising levels of domestic investment? Evidence
suggests that in the majority of LAC countries formal financial institutions have played a marginal role
in providing credit to the agricultural sector, especially considering the ability of said sector to generate
wealth in the overall economy. As can be seen in Figure 5 below, there is a considerable imbalance
observed in certain Latin American countries between the share of their national credit portfolio that
belongs to agriculture, and the share of their GDP that derives from agriculture, suggesting that the formal
financial sector does not serve the agricultural sector to an extent that is proportional to the sector’s
capacity for generating wealth.

Figure 6. Agricultural credit as a share of total credit vs. agricultural GDP as share of total GDP, for selected
countries in Latin America (2010).

Source: FAO, 2012



Several factors contribute to this financial provision gap on the part of formal institutions. To begin with,
rural and agricultural households are considered too risky as potential clients due to their low asset
base, inadequate risk mitigation mechanism, the lack of stable and diversified income sources, and their
vulnerability to economic, environmental, and social shocks. Furthermore, formal financial institutions
often lack a specific expertise in the rural and agricultural sectors, and they are unaware of the internal
operational processes of the value chains in which producers operate. They do not understand the specific
necessities and issues faced by low-income rural households, and they are incapable of proper assessing
their creditworthiness. In short, the presence of strong information asymmetries between formal financial
institutions and rural households constitute a core bottleneck to the advancement of formal financial
inclusion.

Due to the limited involvement of formal financial institutions, the capital needs for agricultural
investment in developing countries have been primarily serviced by actors within the value chain (e.g.
input providers, wholesalers, processors, traders, warehouse operators) who are not specialized in offering
financial services, but provide them in order to ensure the smooth functioning of the processes within the
value chain. In addition, the rural population that is excluded or underserved by formal financial systems
is also serviced by informal agents such as money lenders, family, friends, and community-based financial
organizations (e.g. savings and credit associations).

It is possible to gauge the extent of the informal financial market in agriculture through Figure 6 below,
which shows a comparison between the percentage of the total rural population in the LAC region that
uses savings and credit services provided by any source, against the percentage that is only serviced by
formal financial institutions, in 2011 and 2014.

Figure 7. Total vs. formal use of savings and credit services in Latin America and the Caribbean (2011 and 2014).

Source: Findex 2014

Considering the low percentages of loans and savings ascribable to formal financial institutions, it is clear
from the data that the majority of these services are delivered by actors who do not belong to the formal
sector. Furthermore, although there has been a slight improvement in formal financial provision between
2011 and 2014, the largest part of the overall increase derives from heightened activity of non-formal
sources. Similar data can be found for the African and Asian regions (Hernandez, 2015).

Although until now the role of these non-specialized financial actors in rural contexts has proven fundamental
to foster the increase of investment in the sector- and in providing an effective response to the rising
demand for agricultural products- there are distinctive limitations to the services they offer, which tend to be
inflexible, not overtly diverse (i.e. limited to a few forms of credit), and only available to a small percentage
of the rural farming population linked to specific commodities or value chain actors (Milder, 2008).

In conclusion, rural financial market dynamics reveal that there are sizeable opportunities for profitable
expansion of demand-driven, inclusive financial products and services for rural and agricultural
households. In recent years, pioneering formal financial institutions have been increasingly showing that
itis possible to deliver these kinds of financial services, in a profitable manner, by leveraging on the local
knowledge of value chain agents and informal service providers in rural and agricultural contexts. In other
words, by overcoming the information asymmetries that represent a fundamental constraint to financial
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provision, these formal institutions have managed to design and promote innovative financial tools that
are tailored on the needs of the rural population. Establishing linkages with social protection programmes
can represent a strategic opportunity to foster this financial inclusion process, as will be further discussed
in the next section.

6.1.3 OPPORTUNITIES FOR LINKING SOCIAL PROTECTION WITH THE FINANCIAL INCLUSION AGENDA

As some of the case studies presented in the next pages will show, there are widespread opportunities
to strategically link social protection programmes with financial inclusion interventions, in order to 1)
promote synergies; 2) optimize economic multiplier effects; and 3) institutionalize the durability of
development impact.

Strategic coordination between social protection and financial inclusion initiatives, as well as the sharing
of data and experiences, can alleviate key constraints and promote the advancement of both agendas,
mutually reinforcing the outcomes of both components. The wealth of household-level information
generated by social protection programmes can help to mitigate the information asymmetries that are
responsible for the gap in financial provision.

It is evident, nevertheless, that operationalizing the linkages between social protection and financial
inclusion requires a complex and multi-layered effort that involves coordination, public and private buy-
in, awareness raising and technical assistance. To achieve this, financial institutions have to undergo a
process of transformation that allows them to develop, among others: a degree of expertise in the rural
and agricultural sector; the capacity to design financial products and services tailored on the needs of
target populations; and the ability to support and promote internal information processes, information
technology and improved delivery systems.

The figure below shows three simplified models that outline different approaches which can be used to
link together social protection programming and financial products’ design, repartitioned according to
the degree of complexity of such linkages and the potential for a synergic impact. As we begin to analyze
in the next section a number of existing case-studies that link together social protection and financial
inclusion, we will see how they all fall under one of these three categories.

Figure 8. Strategic approaches towards linking financial inclusion initiatives and social protection programming

Source: FAO



6.2 EXAMPLES OF EXISTING PRACTICES
6.2.1 GOVERNMENT-TO-PERSON (G2P) TRANSACTIONS FACILITATED BY MOBILE PAYMENTS*®

Government-To-Person (G2P) payments represent an example of a branchless banking approach to reach
the poor recipients of public social programmes in a more efficient way. It is an electronic payment
mechanism delivering social transfers, public employee payments and pension payments across a country.
According to the categories defined at the end of the previous section, this approach represents a good
example of a tailored financial service used as a tool to deliver social protection programmes.

Social transfers delivered through G2P payments (via branchless banking channels, such as mobile
phones) have proved successful in reaching the poor. Pickens et al. (2009) had identified 49 social transfer
programmes using G2P to deliver conditional, unconditional, and workfare payments to 124.6 million
recipients in 33 countries.

Electronically transferred funds, instead of paying out in person that requires the recipient to be at a
specific location on a specific date, can better reach beneficiaries living in remote rural areas. Accessing
transfers through unique personal identifiers ensures that the transfers are disbursed to the right person,
which might be especially important when targeting women. For the governments, G2P payments
represent a cost-effective alternative, minimizing frauds and corruption losses.

However, electronic delivery itself does not advance financial inclusion, but it does create the basis to
deliver financial services to recipients via branchless banking channels, such as debit cards and mobile
phones (Pickens et al., 2009). G2P payments might be a good solution for extending financial inclusion to
the areas with missing infrastructure required by conventional banking and when targeting specific strata
of clients.

6.2.2 "JOVENES CON OPORTUNIDADES" IN MEXICO

Jévenes con Oportunidades is a youth savings component added in 2003 to the Mexican national social
protection programme Oportunidades (which is active to this day under the name Prospera). According to
the categories detailed in section 3, it represents an example of a financial service that further supports the
benefits of social protection. Its overall objective is to link conditional cash transfers with savings mobilization.
The government deposits regular quantitates of cash to the saving accounts of high school students belonging
to beneficiary households of the Oportunidades program. After finishing their studies, young adults can use
the money to invest in further education, health insurance, or income-generating activities. They can also keep
using this specialized account as a personal savings account, which links them to the formal financial market
and carries the potential of deepening their relationship with financial institutions.

The positive results of the Oportunidades program have demonstrated that conditional cash transfer
programs of this nature can be an effective and feasible tool to reduce poverty and improve the future of
children through increased investment in their health and education. They have also proved the feasibility
of carrying out targeted conditional cash transfer programs on a large scale, even in poor and isolated
areas with scarce access to services (e.g. in developing contexts with limited welfare states) (Parker, 2003).

6.2.3 BRAC'S GRADUATION MODEL IN BANGLADESH

The Bangladesh Rural Advancement Committee (BRAC) is one of the world's largest NGOs, active in 70.000
rural villages and 2000 slums in Bangladesh, and more in general in fourteen countries around the world.
Its range of activities range from microfinance (its original vocation), to the provision of primary education
and integrated health care services, to disaster relief, among others.

The driving motive behind BRAC's development of the Graduation Model was the realization that ultra-
poor households at the very bottom of the development ladder were not benefitting from the services
offered by its microfinance program. Hence, in 1985 the organization partnered with the Government
of Bangladesh and the World Food Programme to add a graduation ladder to a pre-existing existing
governmental safety net program for ultra-poor families (CGAP 2011). The aim was to help ultra-poor
households graduate from extreme poverty, while becoming independent from social safety nets and
gaining access to financial services.

19 This case-study was taken from FAO’s internal discussion paper: “Financial Inclusion and Social Protection”, autho-
red by Renata Baborska

<
©
=
S
>
)
<
i~
IS
<
©
=
S
=
b~
)
<
(-4
w
=
o
<
I
v




56

Ultra-poor households face an interrelated set of challenges that place them in a poverty trap from which
they are incapable of emerging without external support. These households face food insecurity and
inadequate access to healthcare, they have limited or no access to financial services, own few assets and
savings, and need to send their children to work in order to guarantee their survival. The goal of the
Graduation Model is to provide these households with the "breathing space” necessary to overcome these
immediate challenges and focus on a longer-term commitment to improve their livelihoods. (Goldberg
and Salomon 2011).

Overall, the Graduation Model represents an example of the third (and more complex) strategic approach
towards linking social protection programming with financial inclusion initiatives, described in section 3.
It is the product of a synergic programming effort that integrates financial inclusion and social protection
to support beneficiaries into achieving sustainable livelihoods. The results of BRAC's model have been
remarkable: since 2002, 95% of the 1.4 million clients who have gone through the programme have
graduated from ultra-poverty, while also undergoing improvements in a wide number of welfare aspects:
food security, savings and credit access, confidence and empowerment, health, and education levels.

The Graduation Model is structured around five sequential components, each of them essential to aid
participants into moving out of extreme poverty. The figure below details these steps and the timings
to achieve the overarching goal of crossing above the extreme-poverty line. The components include:
1) targeting, by which ultra-poor households in each program site are identified using a Participatory
Wealth Ranking (PWR) that establishes an economic ranking of all community households; 2) consumption
support, by which small quantities of cash are transferred to stabilize consumption and ease daily
burdens to participants; 3) savings:, by which participants are encouraged to save, preferably through
formal financial entities, to guarantee their savings and foster an increase in their assets; 4) skills training,
focused on financial knowledge, business management and personal development; 5) asset transfer, by
which in-kind physical assets (such as breeding stock) are provided to foster income-generating activities.

These components are supported by intensive life-skills coaching that lasts throughout the programme,
with program mentors visiting beneficiary households to advise them in the management of their business
and provide support and motivation. Furthermore, financial services are provided since the beginning of
the programme, either formally or informally, in the form of the regular payment of a stipend and a savings
program. They also prepare their members for ongoing participation with financial services, including
access to loans for those who graduate and choose to expand their livelihood activities.

Figure 9. The Graduation Model.

Source: CGAP, 2011



In 2006, the Ford Foundation and the Consultative Group to Assist the Poor (CGAP) of the World Bank
began a research and development effort aimed at adapting and promoting BRAC's Graduation Model in
other ten countries through pilot programs. Their aim was to understand more in depth how safety nets,
livelihoods support and access to micro-financial services could be employed in a sequential manner to
develop exit routes out of poverty for ultra-poor smallholders. On average, in each pilot it took from 18 to
36 months to achieve the overarching goal of crossing the line of extreme poverty, although the criteria
for measuring the achievement of this objective varied a lot depending on the context in which the pilot
took place (CGAP 2011). Following CGAP’s pilots, an increasing number of countries began expressing
their interest for implementing a tailored version of the Model, which resulted in 33 countries adapting
and successfully introducing ultra-poor graduation programmes as of the end of 2016, according to BRAC.

This experience showed that the Graduation Model carries the potential to bridge the gap between
charity and microfinance in widely different developing contexts, providing ultra-poor households with
a comprehensive range of services (trainings, productive assets, savings etc.) under the framework of
a holistic approach towards poverty reduction. With that being said, the elevated costs and complexity
associated with the Model have led to the development of low-touch versions in recent years, in an effort
to upgrade the graduation concept and overcome some of its original constraints. The example of the
Graduation Programme by Fundacién Capital, described below, fits into this narrative.

6.2.4 THE GRADUATION PROGRAMME BY FUNDACION CAPITAL (COLOMBIA)

Fundacion Capital is a Colombian non-profit organization whose operations spans across 14 countries in
Latin America, Africa and Asia, focused on fostering new ideas to challenge the persistence of poverty and
exclusion. Founded in 2009, the company is a pioneer in inclusive finance and other innovative practices,
with a mission to eliminate poverty by providing access to training, capital and productive opportunities.

In 2011, Fundacion Capital began designing its own version of the Graduation Programme (Programa
Graduacion) in an attempt to develop a large-scale ultra-poverty reduction scheme, by exploiting the
foundation’s connections with governmental social protection programmes. With the support of Ford
Foundation, Fundacion Capital sought the collaboration of national governments to develop tailored
graduation models for each of the initial target countries in Latin America (Colombia, Paraguay and
Mexico) and Africa (Mozambique and Tanzania). At the end of 2015, 15000 smallholder families have
already graduated from the Programme, approximately 57.000 people.

The Graduation Programme developed by Fundacion Capital differs from the original model as it
incorporates from the very start the design of a life and productive plan that establishes a long-term route
out of poverty for target smallholders, coupled with the establishment of village-level committees for the
support of beneficiaries. Instead of assets, which are costly and hard to move around, it provides cash
transfers to its participants, as well as financial inclusion support. As the level of smallholders’ resilience
grows, it incorporates an information and communication technology (ICT) component in its approach,
which includes livelihood and technical assistance, as well as savings promotion.

Figure 10. The Graduation Programme developed by Fundacién Capital.

Source: Fundacion Capital
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A separate remark must be made for the livelihood assistance component, part of the ICT measures of the
Programme, which was implemented by Fundacién Capital through the LISTA Initiative. Thanks to LISTA,
community leaders circulate access to shared tablets that carry an intuitive and easy-to-use financial
education app, allowing participants to spend time with the training application on the devices. The app
provides trainings on a wide variety of financial topics, such as microcredit, savings, and the use of ATMs.
Participants are able to learn from their own homes, study at their own pace, and customize their learning
by focusing on topics most relevant to them. One of the most prominent advantages of this training
approach is that it implies a certain level of quality, regardless of the teaching capacities of additionally
hired trainers. It also allows Fundacién Capital to cut down on technical assistance and transaction costs,
as it reduces visits to participants.

6.2.5 KEY TAKEAWAYS

There is a growing interest at global and regional level for social protection programming, due to the
rising evidence of the positive livelihood impacts these programs can achieve on a wide range of welfare
aspects: poverty, food security, health, education and more. Nevertheless, social programming by itself
cannot be the sole driver responsible for moving people out of poverty in a sustainable manner, it has to
be implemented in tandem with other community development initiatives.

In recent years, a paradigm shift has begun to emerge that gives increased attention to the synergic and
complementary role that can be played by social protection and financial inclusion in achieving a positive
impacton rural livelihoods, together with anincreased recognition that highly coordinated efforts between
these two components are required to facilitate the graduation of rural households out of poverty, to
foster their self-sufficiency and their independence from social safety nets.

Evolving dynamics in rural financial markets have shown that there are notable unseized opportunities
to foster financial inclusion in rural agricultural contexts, which can be unlocked by designing demand-
driven, inclusive financial products and services that manage to leverage the informational advantages
possessed by internal actors of the value chain. Social protection programming can play a strong support
role in this regard, as it can aid in mitigating the informational asymmetries between formal financial
institutions and internal value chain actors, which limit the development of tailored financial services for
rural populations (leading to a gap in formal financial provision to rural areas).

Overall, strategically linking social protection programmes with financial inclusion interventions can help
to: (1) promote synergies; (2) optimize economic multiplier effects; and (3) institutionalize the durability
of development impact. Coordinating these two components in the design and implementation phases of
programmes, as well as continuously sharing data and experiences, can alleviate the key constraints that
impede the advancement of both aspects, mutually reinforcing the outcomes of both kinds of interventions.

Operationalizing the linkages between social protection programming and financialinclusioninterventions
represents the main challenge that hinders from achieving a synergy between these two components, as
it requires complex coordination, awareness raising, and technical assistance involving both the supply
and the demand side. In order for financial institutions to overcome this challenge they have to undergo
a process of institutional transformation, that can drive them to develop the expertise and strategic
coordination required to operationalize such linkages through a long-term, sustainable approach.
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CHAPTERIII:
NNOVATION FOR RELOCATION
OF FOOD SUPPLY



7. TERRITORIAL AGRI-FOOD SYSTEMS:

BASIS FOR THE INCLUSION OF FAMILY FARMING?°

Marcos Rodriguez Fazzone*!

7.1 INTRODUCTION

Food insecurity in Colombia is not so much due to shortages of food products, but the lack of access to
these products (Univ. Nac. Colombia, 2011). In addition to the low income of the most vulnerable families,
their lack of access to a high quality and diversified diet is due to failures and externalities in food supply
and distribution systems (FAO MANA, 2016).

Food systems are structured in territorial spaces based on the socio-economic relationships of the actors
involved in the production, distribution and consumption of food; relationships that involve capturing
income generated in different stages of the chain. It should be noted that this territorial organization is not
necessarily based on the geographical proximity of the economic agents or short supply chains (Azevedo,
2008); generally, food products are the result of long supply chains that involve many processes and
actors, leading to an inevitable increase in prices often without any value added to the final product. In
this system, family farming linked to food production is the weakest link in the supply chain since family
farmers only see between 10% and 15% of the final value of the product, which is indicative of their
unequal participation in markets (MANA FAO, 2016).

As aresult, in family farming territories there is a phenomenon known as “deterritorialization??” (Delgado
Cabeza, 2010) caused by inflows and outflows of food that do not prioritize local markets or regional
investment. This dynamic causes the transfer of income between territories, as well as the transfer of
human and natural resources, higher energy costs and food wastage, among other factors, which translate
into inequalities and income gaps that threaten social and territorial cohesion.

Thesocial constructionof marketsisaninnovative process of territorial policy development tending towards
more inclusive and efficient food systems. This involves understanding markets and their dynamics not
as an abstract mechanism for establishing prices (Abramovay, 2004), but as social processes from which
effective policies for inclusion and rural development can be derived. Through this approach, territorial
food systems have developed, as well as public procurement programs and initiatives that promote not
just a geographical proximity to markets and actors, but also proximity in social and organizational terms,
which helps to strengthen the identity of local food consumption and new models of governance for food
systems with more active public participation (Santacoloma, 2016) 2.

As an initial contribution to the development of Territorial Food Systems, this document addresses
food supply processes from a territorial perspective, with particular emphasis on finding alternatives to
improve the inclusion of family farming, suggesting opportunities for the retention of value added in
local territories, and providing strategic information for policy planning based on local food demand and
cooperation mechanisms in food supply systems, thereby leading to greater territorial cohesion.

Theresults presented here are derived from an analysis of the Food Supply System of Antioquia Department
(Colombia), carried out within the framework of the 2015-2016 cooperation agreement between the FAO
and Antioquia’s Plan for Food and Nutritional Security (MANA in Spanish). The study used a methodology
with various objectives: understanding the structure and way in which food supply systems operate from
a territorial perspective; identifying the relationships between different actors involved in the system, as
well as between different territories in terms of food flows; analyzing the infrastructure of markets and
added value in each territory; determining the contribution of family farming to the food supply of the
territory; and identifying the main challenges in improving the efficiency of the food supply system and
increasing the access of family farmers to markets and public procurement opportunities.

20 This document summarizes the main results of the study “Food supply system: basis for the inclusion of family far-
ming” developed by FAO and Plan MANA in Antioquia (Colombia), 2016.

21 The author is an economist with expertise in rural/local development. He is a senior specialist and coordinator of
FAO'’s Priority Area of Family Farming and Inclusive Markets in Colombia. Marcos.rodriguezfazzone@fao.org

22 According to Delgado Cabeza, this “deterritorialization” is understood as the lack of capital with roots in physical pla-
ces and not as the disconnect between economic processes and territory. The author indicates that the dynamics of global
food markets represent a strategy of territorial control and coordination with local authorities. However, this network of
connections to a corporate and concentrated food market weakens the connections essential to the maintenance of local
cuztoms, intensifying the use of natural resources and increasing dependence on inputs — raw materials and energy - from
other territories.

23 Santacoloma, P. en: Short food supply chains. Finding of the workshop for the exchange of experiences. Mexico City, FAO (2016).
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7.2 THEORETICAL FRAMEWORK
7.2.1 SUSTAINABLE FOOD SYSTEMS

“A food system is the way in which people organize themselves, in space and time, to obtain and consume
their food” (Malassis, 1994).

According to FAO (2008), a Sustainable Food System (SFS) is defined as: “a food system that ensures food
security and nutrition for all so as not to jeopardize the economic, social and environmental conditions for
future generations”.

Therefore, discussions about agri-food systems may refer to the relationships and interactions among the
actors that participate in the food chain, as well as the socio-economic, political and environmental factors
involved. The food system includes all the activities related to the production, processing, distribution,
preparation and consumption of food, as well as their socio-economic and environmental outcomes.
Analyzing the agri-food sector from the systemic point of view, the social purpose is food security and
nutrition (FSN) while the economic objective is the creation of wealth and income (FAO, 2015).

Figure 11. The agri-food system.

Source: FAO, 2008.

7.2.2 TERRITORIAL FOOD SYSTEMS

The sustainability and efficiency of Food Systems must be ensured at different levels of production,
whether for territorial, national, or global food markets. Over the last few decades, a deepening of the
processes of production, processing and marketing of food has occurred in order to supply increasingly
specialized and concentrated global food systems. However, while this model has facilitated greater
economies of scale, it has generated a number of negative social, cultural and environmental externalities.

As a result, new more responsible, sustainable and regional food systems have emerged (Quebec
Declaration, 201524.) A territorial food system can be defined as “a set of agri-food sectors in accordance
with sustainable development criteria, which are located in a regional geographical area and organized
by territorial governance” (Rastoin, 20152°). According to Rastoin, territorial food systems represent a
new type of organization based on a network of local agricultural and agri-food companies using local

24 Quebec Declaration 2015, symposium “Localfood systems, a source of diversity and tools for integration and com-
petitiveness”

25 Rastoin, ].L, Les systemes alimenateries territorialisés: le cadre conceptuel. Journal Resolies, mars 2015, p.11.



resources to serve a nearby market, while also mitigating the risk of crises and migration. In this regard,
territorial food systems have the following dimensions?¢:

- Social dimension: improve the “overall” quality (nutritional and organoleptic) of food in order to
respond to the needs of consumers.

- Spatial/geographic dimension: production for market based on territorial proximity.

- Ethical/corporate dimension: favour the inclusion of family farming and networks of small and
medium-sized enterprises (SMEs), alternative chains of commercialization and improved value
distribution through territorial governance.

- Innovation/technology dimension: invent new models of environmentally friendly production,
protecting the health of consumers and ensuring the good management of natural resources, while
limiting environmental impacts.

- Cultural/environmental dimension: reduce losses and waste throughout the food chain.

7.2.3 FOOD SUPPLY AND DISTRIBUTION SYSTEMS (FSDS)

To develop new Territorial Food Systems it is necessary to understand the functioning of Food Supply
and Distribution Systems (FSDS). According to Argenti and Marocchino (FAO, 2007), FSDS are complex
combinations of activities, functions, and relationships (production, handling, storage, transport, processing,
packaging, wholesale and retail sales, etc.) that allow urban populations to meet their food needs.

These actions are performed by different economic agents: producers, middlemen, importers, transport
companies, wholesalers, retailers, food processors, market vendors, street vendors, service providers (credit,
storage, loading, information and extension), packaging suppliers, public institutions (e.g.: local and municipal
governments, publicinstitutions for the commercialization of food, Ministry of Agriculture, Ministry of Transport)
and private associations (e.g.: trade, transport, and consumer groups). These actors need infrastructure,
equipment, services, laws and formal and informal regulations that govern their decisions.

Finally, FSDS include the following subsystems:

- Food supply in the cities, which includes all the infrastructure and activities related to food
production, storage, selection, processing and transportation to demand centers.

- Food distribution that includes all formal, informal, traditional and modern activities, as well as
infrastructure related to do the distribution of food in cities.

- Demand determined by intermediary and final consumers, including both beneficiaries of
institutional markets and consumers in general.

7.2.4 TERRITORY, PROXIMITY TO MARKETS, AND SHORT SUPPLY CHAINS

Given the above, analysing the food supply system means understanding the characteristics of the specific
“territory”. According to Flores (2006), a territory is the result of social action that appropriates a space,
both in concrete and abstract terms, by what is known as a process of social construction. Territory is
therefore perceived as a space of social relations, which generates a feeling of belonging as a result of the
network built through collective action, creating ties between people, institutions and the environment.
As a result, the territory is valued according to its ability to provide “tangible benefits” i.e. productive
activities, as well as “intangible” benefits linked to the development of a local culture. In other words,
each territory has a particular “"vocation” depending on the characteristics of its natural and socio-cultural
heritage (Carenzo, 2007).

In this context, the territory must be understood as the key subject of analysis in any food system. One
of the main elements in the methodological approach to territorial food systems is related to territorial
proximity or short supply chains (Azevedo, 2008). According to the author, the spatial organization of this
system reflects a division of labour and capital between spaces and actors involved in the processes of
production and commercialization.

26 Adapted from Rastoin, 2015.
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In the case of food products, short supply chains are of vital importance, especially for products generated
in the rural family economy, because they allow producers to capture the additional income generated
from lower costs, price increases, or a reduction of the intermediaries involved in the process. In this
regard, supply chains in local and regional markets can be seen not only as a source of opportunities, but
also as a way to integrate the different stages of the chain in a territory to allow a more direct appropriation
of the income generated, thereby boosting local economies, stimulating local actors as links in the social
construction of the development process, and taking advantage of local knowledge and relationships.

The development of territorial markets leads to new models of governance based on innovative
mechanisms for social participation, an active role of consumers and the strengthening of social cohesion
through a sense of belonging related to local food resources and culinary traditions.

7.2.5 PUBLIC PROCUREMENT FROM FAMILY FARMING

The public procurement of food technically refers to the government’s action of purchasing foodstuffs
(primary and processed), which are distributed to social programs for nutritional or emergency purposes,
or to public institutions to meet the requirements of their staff or the communities they serve. Examples
of these latter entities are prisons, nursing homes, community kitchens, and army barracks, among others.

Many countries of Latin America and the Caribbean?” have begun to use public procurement as aninnovative
policy tool for local development and inclusion based on the territorial proximity of food systems. This
policy tool helps to boost local economies, making family farmers and family farming organizations into
key providers of food to public institutions, which in turn promotes processes of planning, investment and
the development of business skills by small producers.

In Colombia, one of the most important public purchase programs is the Ministry of Education’s School
Food Program (PAE in Spanish), as well as the Colombian Institute for Family Welfare (ICBF), and the
National Penitentiary and Prisons Institute (INPEC). In 2016, these entities acquired food worth a total
US$789 million, much of which was produced by family farmers (FAO, 2016).

7.3 METHODOLOGICAL CONSIDERATIONS?®

First, a supply system can be analysed from different perspectives, given that it generates externalities
related to economic, environmental, social, institutional and cultural factors (Argenti and Marocchino,
2007). In this proposal, the focus is on the social, productive and commercial dynamics of food generated
by the relationships between economic and institutional stakeholders in the system and the territories in
which they operate.

The implementation of this approach involves both quantitative and qualitative techniques, which allows
a deeper understanding of the dynamics of supply. In addition to gathering information related to factors
such as food supply and demand, prices, profit margins, production costs, transportation costs, processing
costs, origin and destination of foods, among others, this approach results in a better understanding of the
social and cultural factors affecting the decisions of individuals who are part of the supply chain.

27  One of the main experiences is Brazil’s Food Acquisition Program (PAA), based on the modification of Law N °
11.947/2009, which determined that at least 30% of the resources transferred by the federal government to states and
municipalities for the acquisition of food products must be used for purchases from family farms. Similar experiences are
being developed in Honduras, Guatemala, and Ecuador, and in other continents such as Africa. For more information, see:
Public procurement in family farming and food and nutritional security in Latin America and the Caribbean. Lessons lear-
ned and experiences. FAO, 2015.

28 For an in-depth analysis of the methodology for analysing food supply systems see: Food supply systems, methodo-
logical document. Mesoamerica Without Hunger, FAO program.



7.4 CASE STUDY: DEPARTMENT OF ANTIOQUIA (COLOMBIA)

This methodology was implemented in nine sub-regions and 124 rural municipalities that make up the
department of Antioquia in Colombia, whose capital is the city of Medellin.

Map 1: Location of the department of Antioquia in Colombia and its sub-regional divisions

Source: http://www.mapade.org/antioquia.html

The study analyses trade relations at the different levels of the territory. In this regard, the following
categories have been defined, including both food inflows and outflows in the territory:

- Local/municipal trade: the trade relationship within a municipality.
-Intra-regional trade: the trade relationship between municipalities in the same sub-region.
- Interregional trade: the trade relationship between municipalities in different sub-regions.

- Interdepartmental, national and international trade: the trade relationship between the department of
Antioquia, other departments in Colombia and other countries.

7.4.1 STAKEHOLDERS IN THE FOOD SUPPLY SYSTEM

The study is based on the results of 7,418 surveys and interviews with economic and institutional stakeholders
in the territories during the period June to November 2015. These included: family farming organizations,
community associations, agro-industries, transport companies, wholesalers and slaughterhouses, retailers,
public institutions and market operators (food procurement programs), and consumers.
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Figure 12. Selected stakeholders for analysis of the food supply chain

ACTORES SELECCIONADOS

OFERTA
Organizaciones de Agricultura Familiar (OAF). Juntas de Accién Comunal (JAC).

TRANSFORMACION
Agroindustrias y otros actores de transformacién y procesamiento

DISTRIBUCION

Transportadores Mayoristas regionales y Centrales de Abasto

DEMANDA

Establecimientos de comercio

Source: Methodology for analysis of food supply chains
(Rodriguez Fazzone, M; Gonzalez Arismendi, S.; Mesoamerica Without Hunger program. FAO, 2017).

7.4.2 ANALYSIS OF FOOD ITEMS PRODUCED BY FAMILY FARMS
The following food items produced by family farmers in each sub-region of Antioquia were identified and selected.

- 24 agricultural products: rice, oranges, potatoes, Creole potatoes, corn, panela, papaya, mango,
lemon, beans, passion fruit, avocado, blackberry, cabbage, strawberry, onion, coriander, banana,
plantains, yucca, tomatoes, tree tomatoes, carrots, beets.

- Three livestock products: pigs, eggs and fish.

7.4.3 AGRI-FOOD TERRITORIAL SYSTEMS FOR THE INCLUSION OF FAMILY FARMING

An essential input for more efficient and sustainable territorial agri-food systems is to understand how
food supply is structured in the territories, the logistics, and the participation of stakeholders, especially
rural family farms.

In this regard, the following is a summary of the main findings of the analysis of food supply in Antioquia.
To understand the study in depth, please refer to the publication: Food Supply Systems: Basis for the
inclusion of Family Farming (MANA FAO 2016)%.

7.4.4 ANALYSIS OF FOOD SUPPLY IN PRIVATE MARKETS
7.4.4.1 FOOD SUPPLY IN THE METROPOLITAN AREA OF ANTIOQUIA

The metropolitan area of Antioquia, comprised of the city of Medellin and its peri-urban areas, is home to 3
million inhabitants, close to 50% of the population of the department. However, while Antioquia produces
3 million tons of food each year (56% is produced by family farming), 64.1% of the food consumed in the
department comes from other departments in Colombia. In particular, Antioquia receives food from Tolima
(28.04%), Santander and Norte de Santander (21.09%), Boyaca and Cundinamarca (14.98%). In addition,
9.5% of food products are imported from the USA, Argentina, Brazil and Paraguay, including a significant
share of corn, rice and beans, all products that are also produced in Antioquia.

From the above, it is clear that food demand in Antioquia is not met through rural-urban coordination.
Medellin, the main center of food consumption in the department, does not depend on food from nearby
rural areas that produce the same foods consumed in the city. On the contrary, its food supplies come from
long national and international supply chains with all the consequences that this entails: higher prices,
energy costs, transfer of resources, loss of sense of belonging and productive identity, among others.

29 See: http://www.fao.org/documents/card/es/c/975c737b-0fda-4b40-aa62-c2dfce241370/


http://www.fao.org/documents/card/es/c/975c737b-0fda-4b40-aa62-c2dfce241370/

7.4.5 SUB-REGIONAL / TERRITORIAL FOOD SUPPLY

The low level of urban-rural integration of food supply is reproduced at the sub-regional/territorial level.
In the nine sub-regions of Antioquia and the municipalities that comprise them, some locally produced
and sub-regional food items go mainly to markets outside of the sub-regions where they are produced and
even outside of Antioquia.

The trend of commercial entities prioritizing markets other than local markets leaves local demand
unsatisfied, which then has to be met with supplies from more distant areas. The study concludes that,
on average, only 24.5% of the demand of each sub-region is supplied with local produce and a similar
percentage (21.9%) comes from the surrounding sub-regions.

This study reveals a structure of production, distribution and consumption that does not efficiently facilitate
vertical integration for self-sufficiency i.e., that begins at the local level and moves up to the sub-regions and
the department; an arrangement that could be viable given the productive vocation of the municipalities.

To illustrate the lack of coordination between local demand and supply, the following graph shows that the
production of yucca in the Bajo Cauca sub-region exceeds by 503% the consumption of the population in
that area, but only 11% of demand is met by local production. It is paradoxical that, despite its surplus,
the sub-region should have to import 89% of the yucca needed to meet its demand. It should be noted
that these behaviours are not necessarily explained by different qualities of products, or specific varieties,
as they are food products without significant commercial differentiation. Based on a qualitative analysis,
it was determined that among the causes of this phenomenon is the asymmetry of information in the
sub-region due to ignorance and lack of connectivity between economic actors, as well as a lack of basic
infrastructure for the collection and processing of food, and historical commercial ties between local
intermediaries and buyers outside of the department of Antioquia.

Figure 13. Local production of rice and yucca as a share of local demand in Antioquia’s Bajo Cauca sub-region

Source: MANA FAO 2016.

In the case of rice, Bajo Cauca produces 97% of the sub-region’s demand, i.e. it is practically self-sufficient.
However, only 39% of the consumption of the sub-region is supplied from local production, with 61%
imported from elsewhere in the country. As shown in the following diagram, 48.67% of the rice consumed
in Bajo Cauca comes from Cérdoba, Meta, Sucre and Bolivar departments and 10.91% from Medellin’s
wholesale market, Central de Abastos.
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Figure 14. Origin of food entering the Bajo Cauca sub-region*°

Procedencia Departamental

Itagiii -
10,91  (16,42%), Medellin - Central Minorista
de Antioquia (83,58%)
San Pedro de Uraba (47,44%), Medellin -
Platano 35,7 Central Minorista de Antioquia (24,91%), 245 - 286

Itagiii - Central Mayorista de Antioguia 295 - 332
(19,28%), Uraba (6,93%), Apartado (1,44%)

Departamental (14,1%
Procedencia Nacional

122 - 794
Cordoba (81,2%), Meta (16%), Bolivar (1%)
Arroz 48,67 Huila (0,4%), Sucre (1,4%) 3534 857

Platano 37,26 Cordoba (100%)

Nacional (53,8%)
Internacional (2,8%)

Procedencia Regional
e o e
Arroz 18,24  Caucasia (99,05%), Nechi (0,95%) 73,5
Maiz 15,51 Caucasia (100%) 0
Platano 4,61  Caucasia (95,4%), Caceres (4,6%) 46,6

Yuca 3,37 Caucasia (71,72%), Caceres (28,28%) 46,6

Regional (13,3%)

Procedencia local

Platano 22,43

Source: MANA FAO 2016.

Similar cases of lack of coordination in the local market include rice in the Magdalena Medio sub-region
and potatoes in the Norte sub-region, where the percentage of local production used to meet demand in
the sub-regions is relatively low, with outflows for some products increasing the level of deficit that must
be covered by imports from other sub-regions and departments.

It is worth mentioning that these two sub-regions have the highest rates of poverty in Antioquia, so
dependency on food from more remote areas heightens the vulnerability of the population in terms of
access to foods, which are available at a higher price or lower quality.

7.4.6 MARKET INFRASTRUCTURE IN THE TERRITORIES

Another factor limiting more efficient supply systems in terms of proximity, and equitable access of family
farming in supply chains, is the absence of local markets that would allow a more direct link between the
producer and the consumers, and create more value in the territory.

Of the 125 municipalities that make up Antioquia, only one out of every four has a market square or active
farmers market and, of these, only half of the stalls are used to sell food products. In this scenario, it is
not surprising that family farmers sold 3.1% of what they produce directly to consumers and only 1% to
farmer’s markets.

30 Foran overview of the origin and destination of foods from each of the sub-regions of the department of Antioquia, see:
http://www.fao.org/documents/card/es/c/975c737b-0fda-4b40-aa62-c2dfce241370/


http://www.fao.org/documents/card/es/c/975c737b-0fda-4b40-aa62-c2dfce241370/

In addition, there is a considerable geographical concentration of companies that perform food processing.
There are 1,479 such companies registered with the Antioquia Chamber of Commerce, of which 75% are
located in the city of Medellin, which implies that many foods need to be transported long distances for
value aggregation or seek markets outside of the department.

Related to the above, the current food system introduces important inefficiencies regarding the loss of
food. The study indicates that between 5% and 40% of all food produced is lost in the chain, for example:
10% of rice, 12.8% of beans, 25% of yucca, 15% of lettuce and 13.9% of corn, with the greatest losses
occurring during production and post-harvest.

Based on interviews, local institutions and governments show a tendency to underestimate the influence
of local market infrastructure on food supply systems and its effects on the participation and positioning
of actors in the food chain.

7.4.7 PARTICIPATION OF FAMILY FARMING ORGANIZATIONS IN THE FOOD SUPPLY SYSTEM OF ANTIOQUIA.

The new policy paradigm based on a territorial approach has focused on promoting associativity between
farming organizations and cooperatives. Despite these efforts, the study determined that production
by family farming organizations of the 27 basic food items analysed represents only 5.6% of the total
volume of food produced in the department, and 3.52% of the total value of production. In this regard,
better community integration policies are needed to improve access to markets and territorial cohesion.

The study also showed that the participation of family farmers in supply chains is highly inequitable;
farmers in the production stage, for example, receive only 7% of the total of the profits generated in the
yucca chain, and 11% in the mango chain, compared to values of between 35% and 48%, respectively,
in links closer to consumers. As a result, strategies focused on increasing primary food production will not
necessarily result in greater equality for producers and in the generation of employment in the territories.
As noted in the infrastructure section, a lack of food processing facilities in rural municipalities inhibits their
ability to capture income in the territories or to improve the capacity of family farming to generate income.

7.4.8 FROM INEFFICIENCY TO OPPORTUNITY: TERRITORIAL MARKETS FOR FAMILY FARMING

As mentioned above, food inflows, or food entering the territory to supply demand for products that
are also produced locally, translate into a transfer of resources between sub-regions, which restricts the
potential of the territory to develop policies that promote greater social and territorial cohesion.

From an economic perspective, food inflows to the sub-regions of Antioquia represent U$972 million dollars
a year (Table 2), a figure that can be interpreted as a loss of income for local development and, in particular,
lower income and employment for family farming with the capability to provide food to local markets.

However, the processes of transfer are not only economic. Inflows and outflows of food to anonymous,
distant and global markets, result in a transfer of natural resources, employment and socio-productive
identity that exacerbates territorial income gaps and inequalities; This phenomenon is linked to what is
known as “deterritorialization” (Delgado Cabeza, 2010). The scope of this process is related to the level
of demand in each sub-region, which is supplemented by food from other territories and which may be
determined, among other factors, by the asymmetry of information and lack of coordination of economic
actors, the absence or precariousness of markets and food processing infrastructure, or because local
production is linked with agri-food chains aimed at the global market.

The development of local agri-food systems is a response to this problem. Through this approach, the
social construction of markets constitutes an important public policy tool, seeking to make problems into
opportunities for farmers through the coordination and cooperation of actors that respond to markets and
short supply chains in territorial proximity, brought together by a shared social, cultural and productive
identity based on their customs and sustainable management of natural resources. This implies new forms
of governance, organization and active public participation, as well as greater visibility and valuation of
the intangible contributions of family farming such as the adoption of sustainable agricultural practices,
the preservation of the environment and the rescue of local food products.
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Table 1. Economic value of food inflows from FF to Antioquia, by category

o,

FOOD ITEM (Millons of US doltars " "CONSUMPTION
Fish 286,86 4,40%
Rice 223,44 12,90%
Beans 78,61 3,10%
Potatoes 64,48 12,00%
Panela 47,08 10,50%
Corn 46,75 8,00%
Avocado 39,70 3,80%
Blackberries 31,13 2,20%
Papaya 30,92 3,40%
Strawberries 27,58 1,60%
Lemons 25,89 2,70%
Yucca 14,13 4,00%
Plantains 13,92 8,20%
Coriander 11,51 0,50%
Cabbage 9,88 2,50%
Eggs 9,81 2,10%
Green onions 8,21 1,00%
Pork 2,42 4,40%
Tomatoes 0,05 3,10%
Bananas 0] 3,10%
Carrots 0] 3,00%
Tree tomatoes 0] 2,50%
Beets 0] 1,00%
TOTAL | 972,40 | 100,00%

Source: MANA FAO, 2016.

To achieve this objective, governments need to strengthen local capacities and processes of
decentralization, generate and disseminate information regarding territorial food proposals, and create
institutional and technological innovations based on values such as building trust, health and nutrition,
local cuisine, cultural traditions, youth employment and community livelihoods (Santacoloma, 2016).
The results of the analysis of Antioquia’s sub-regions reflect a wide range of opportunities to advance in
developing territorial groups based on specific foods with cultural identity in the rural economy.

7.4.9 ANALYSIS OF SUPPLY FOR PUBLIC FOOD PROCUREMENT PROGRAMS

Another strategy to develop territorial agri-food systems is public procurement of food, which represents
an opportunity to promote rural development and linkages between family farmers and public institutions
as direct suppliers of food.

The analysis focused on the actors that make up the food supply system of public procurement programs, as
well as their logistics, territorial linkages and, in particular, the participation of family farmers as suppliers. As
in the section on private markets, below are the main results of the study "Food supply systems: inclusion of
family farming in public procurement” (MANA FAO, 2016). For a detailed analysis, please refer to the study3*

31 Document available at: http://www.fao.org/documents/card/es/c/f1701e9c-1dfc-40b4-ba7b-8f19429b0e3e/


http://www.fao.org/documents/card/es/c/f1701e9c-1dfc-40b4-ba7b-8f19429b0e3e/

The programs of the three following entities, considered the most important in Colombia in terms of their
purchasing power and geographic coverage, were analysed:

- Colombian Institute for Family Welfare (ICBF): Community-based Child Welfare Program (HCB) and
Child Development Centres (CDI).

- Ministry of Education: School Food Program (PAE)
- National Penitentiary and Prison Institute (INPEC)

As Table 3 shows, in 2016 public procurement of food by these programs represented US$709 million
in Colombia, and more than US$28 million in the department of Antioquia alone; in both cases, the
figures refer to the acquisition of primary products (fruits, vegetables, meats, grains) associated with the
production of family farming.

Table 2. Economic value of food demand from family farming for public procurement programs in Colombia
and Antioquia (2016)

VALUE OF FOOD PURCHASES (USD/YEAR)

PROGRAM /PUBLIC INSTITUTION
COLOMBIA DEPARTAMENT OF ANTIOQUIA

(2016) (2015)
School Food Program (PAE) 276.539.277 13.735.940
Colombian Institute for Family Welfare (ICBF) 319.255.000 9.282.862
National Penitentiary and Prison Institute (INPEC) 113.333.333 5.418.016

709.127.611 28.436.819

Source: MANA FAO based on information from contracts and public tenders of PAE, ICBF and USPEC (2016)

In aggregate terms, in the department of Antioquia the above represents the acquisition of 32,000 tons of
food produced by family farms. Analysing the data by food item, 50.78% of purchases were concentrated
in four food groups: whole fruits, fruit juice, rice and potatoes.

7.4.10 ORIGIN OF FOOD PURCHASED BY PUBLIC PROCUREMENT PROGRAMS

Supplying food to public programs is the responsibility of the programs’ operators, which are private
companies, NGOs, or associations that win public tenders for contracts that include food supplies. Given
that most of these processes are based on centralized management schemes, the operators use a network
of logistics and suppliers to achieve broad geographical coverage.

Graph 2 shows that, in the department of Antioquia, 63% of public purchases of food occur outside of
the municipalities where the products are consumed. In other words, the use of local food products is not
prioritized. This means that operators do not base their purchasing decisions on the geographic proximity of
suppliers, but instead deal with merchants outside the territory, such as wholesalers or national suppliers,
which offer a variety of products in a single physical space. Indeed, the study was able to determine that
44% of the total volume of food purchased for public programs in the department of Antioquia is acquired
in the Medellin wholesale market, which is used to supply food to municipalities more than eight hours
away. The lack of prioritization of local food suppliers (including family farmers) contributes to the process
of deterritorialization and limits the possibilities of promoting the local economy, even though the sub-
regions often produce the same foods that are purchased from outside those territories.
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Figure 15. Origin of food purchases for public institutions or public procurement programs in Antioquia, Colombia

‘ COMPRAS LOCALES

@ COMPRAS EXTERNAS

Source: MANA FAO, 2016.

Despite the trend towards not giving priority to food produced locally, a comprehensive review of the
public institutions (PAE, ICBF, INPEC) suggests that the institutional structure and operation of each public
procurement program may affect this behaviour.

The ICBF, for example, has established a methodology 32 to promote territorial spaces for negotiation
between suppliers and program operators, as well as a contractual clause stating that a certain percentage of
food supplies must come from local suppliers. As a result, 78% of food purchases in ICBF programs are local.

At the other extreme is the case of INPEC. With regard to food supply, this institution is highly centralized
with only two operators providing food to all prisons in the department. The direct suppliers of this
program include Medellin’s wholesale market, accounting for 83.9%, of the total, and other commercial
establishments representing 15.4%, leaving no clear space for local purchases from family farmers.

Finally, the case of PAE confirms the outcomes of the two previous cases. The origin of food supplies tends
to differ depending on whether the program is implemented in a centralized or decentralized way. In the
former case, a single operator must supply 63 municipalities so it seeks to concentrate supply from the
fewest number of suppliers possible. In this scenario, local purchases are only 15%, with a clear preference
for supply from the Medellin wholesaler (47%) and commercial establishments (12.8%). Conversely, an
analysis of the supply chain in decentralized municipalities shows the participation of local purchases
increases to 27% and family farming organizations act as direct providers. This shows that decentralized
operations contribute to more efficient supply chains in terms of proximity, local linkages and links with
family farming.

In conclusion, the operation of programs by local actors, whether by the municipalities themselves or at
the sub-regional level, favours the participation of a greater number of local economic agents and also
increases their propensity to buy food from local providers.

32 ICBFincludes a clause in contracts requiring operators to purchase 20% of food from local suppliers. To promote this
policy, regional representatives of the ICBF regularly promote the realization of territorial business meetings calling on a
significant number of rural organizations to offer their food products to operators. In addition, the ICBF publishes public
demand for food by region on its website to promote connectivity between buyers and sellers of popular foods. For more
information, see:

http://www.icbf.gov.co/portal/page/portal/PortallCBF/bienestar/compras-locales


http://www.icbf.gov.co/portal/page/portal/PortalICBF/bienestar/compras-locales

Figure 16. Origin of public purchases of food by institution / public procurement program in Antioquia, Colombia

Source: MANA FAO, 2016.

7.4.11 PARTICIPATION OF FAMILY FARMING AS A DIRECT PROVIDER FOR PUBLIC FOOD PURCHASE PROGRAMS

The actor with the least participation in public food purchase programs as a direct provider is family
farming, which provides only 3% of the total volume of food in the market of public institutions. In
addition, operators only acquire 2% of their food from market squares or farmers markets, which are
commercial spaces more closely linked to family farmers.

Figure 17. Participation of family farming as a direct provider for public procurement programs in
Antioquia, Colombia

AGRICULTOR FAMILIAR 0,03
PLAZA DE MERCADO 0,03

PRODUCTOR EMPRESARIAL 0,06

MAYORISTA REGIONAL 0,09

CENTRAL MAYORISTA 0,45

COMERCIO MINORISTA 0,34

Source: MANA FAO, 2016.

It is important to note that the productive capacity of family farming organizations in Antioquia exceeds
the amount of food required by the institutional market (MANA FAO, 2016). However, the low level of
linkages with the public sector is conditioned by factors related to regulations, organization, food quality
and planning; other factors that limit their participation include misinformation about institutional
markets at the local level, lack of incentives and terms of payment, as well as lack of organization and
specialized technical assistance.
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7.5 CONCLUSIONS AND POLICY RECOMMENDATIONS

Understanding the social and economic relationships in a particular territory’s food supply processes is an
important input to move towards more inclusive and efficient food supply systems.

The study in the department of Antioquia shows that from both the urban-rural and intra-regional
perspectives, food supply is not based on proximity of markets or short supply chains; on the contrary,
the supply system is based on long supply chains that lead to price increases, higher energy costs, and
considerable losses in the quality and quantity of food. The failure to take advantage of local opportunities,
the inflow of food that could be provided locally, and the low retention of added value tends to accentuate
territorial inequalities.

Efforts to strengthen associativity between family farming organizations are necessary, but are still
insufficient to achieve effective and sustainable integration with more dynamic sectors; for example, the
share of food production distributed through family farming organizations is only 5.31% of the total,
which shows rural production is still highly disperse. Moreover, according to the latest agricultural census,
associations or federations of small producers only account for, on average, 1% of food produced, except
for cases such as the coffee and cocoa supply chains.

This suggests that a rethinking of the food supply system is needed based on a new vision focused on the
territory, including its different groups of family farmers (rural organizations, cooperatives, community
organizations, and other groups), which promotes greater connectivity and partnerships with other actors
in the territory based on incentives that favour spaces for coordination and cooperation.

In this regard, the promotion of territorial agri-food systems based on short supply chains and proximity of
markets is a key strategy in the pursuit of greater social and territorial cohesion. As an innovative tool, this
approach should include: promoting greater geographic connectivity between production and regional
consumption; promoting territorial markets to reduce the influence of large wholesalers and to ensure
greater integration of post-harvest stages and value aggregation in the territory; reactivate farmers markets
and municipal marketplaces, which have traditionally been the main links between farmers and consumers;
promote mechanisms of territorial governance to develop agricultural proposals with more active participation
by local economic agents, while also involving the public in processes of production and consumption, thereby
reinforcing the productive and socio-cultural identity of foods produced in the territory.

These mechanisms, which include the social construction of markets, are feasible alternatives to the
endogenous development of territories and to promote a more equitable inclusion of family farming.
Among them, public procurement programs that seek to include small producers as direct providers and
promote local food purchases are an excellent example of coordination and cooperation between actors
in the territory, which can be expanded to build linkages with larger private markets.

Finally, based on the conclusions of this study, we recommend that information related to food supply be
promoted as a public good; the dissemination of this information among stakeholders in the territory, and
the strengthening of local capacities through the identification of opportunities, is essential to reduce
asymmetries and move towards more transparent and efficient food systems.
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8. "CULTIVANDO AGUA BUENA" PROGRAM

Nelton Friedrich?? and Javiera Suarez**

8.1 INTRODUCTION TO THE CULTIVATING GOOD
WATER PROGRAM

Our way of life based on production and endless consumption has had serious impacts on our planet,
which has been seen as an inexhaustible supplier of natural resources. Combined with an increase in
extreme climatic events and the economic vulnerability of affected territories, this has had a direct impact
on food and nutritional security, with negative consequences for overcoming poverty, eradicating hunger
and achieving sustainable development.

In the Parana Basin (Argentina, Brazil and Paraguay), agricultural practices have often been unsustainable
and have led to deforestation and pollution, mainly of waterways and land resources. A large part of the rural
population, particularly small-scale farmers, continues to depend on agriculture as a livelihood. This sector
faces significant barriers in terms of access to productive resources, basic infrastructure, public services,
financing and community outreach. These obstacles hinder their access to markets, technology and innovation,
while impeding the achievement of sustainable productivity gains and linkages to dynamic markets.

The Itaipu Binacional hydroelectric project is one of the largest power plants in the world and is responsible
for the formation of Lake Itaipu, which has caused major geographical, biological, cultural, social and
economic changes in the surrounding area. However, it has also become the focus of development actions to
mitigate these impacts, including the development of the Cultivating Good Water Program (CAB in Spanish).

8.1.1 EMERGENCE OF THE CULTIVATING GOOD WATER PROGRAM

Considering the importance of the project in the region, Itaipu Binacional reviewed its strategic plan and
determined that it could become an important promoter of the Brazilian government’s public policies in
agriculture, poverty reduction, social inclusion of vulnerable groups and the adoption of climate change
adaptation measures. To carry out this new mission it created the Cultivating Good Water Program. The
CAB represents a milestone in the history of the environmental management of Itaipu, emphasizing the
company’s principles and values, and focusing on environmental education to raise awareness.

Thischangeinltaipu’s mission has affected its business ethics, with agreater focus on socialand environmental
responsibility. As a result of the program, Itaipu Binacional has expanded its coverage from 16 municipalities
to encompass all 29 municipalities that make up the part of the Parana River Watershed surrounding the
power plant’s reservoir, which is known as Parana River Basin lll. The aim of the program is to go beyond the
shores of Itaipu Lake and promote the conservation of all sub-basins and micro-watersheds of Parané River
Basin Ill. The new objective is to ensure social development to eradicate poverty, while respecting the limits
of the planet and its atmosphere and creating a culture of sustainability.

More than just an environmental project, CAB is a permanent movement, involving 2,000 partners,
including government agencies, non-governmental organizations, educational institutions, cooperatives,
community associations and companies. Its actions range from the recovery of watersheds and the
protection of forests and biodiversity, to the dissemination of values and knowledge that contribute to
the education of citizens about care and respect for the environment. For these actions be effective, CAB
must act in partnership with local municipalities, state and federal public institutions, private individuals,
NGOs, universities, schools, cooperatives and companies in the region.

The ultimate goal of this initiative is to develop a culture of sustainability in communities of the river
basin, which requires a change in livelihoods and consumption habits. Only through profound changes in
the habits of individuals will sustainability become part of the values and beliefs of these communities,
and will thus be passed down from generation to generation.

33 Director of Coordination and Environment

34 National Consultant in FAO, focal point for Agreement FAO/ITAIPU
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8.2 INNOVATIVE METHODOLOGY OF THE CULTIVATING
GOOD WATER PROGRAM

The first important innovation of CAB is in its methodology. Itaipu Binacional has the following main
functions: the coordination, sharing and delegation of responsibilities, as well as the consolidation of
efforts. This fourfold approach is designed to achieve sustainable results. However, to be successful the
program must not only set goals and delegate actions to a third party, but also monitor and verify the
results, while acting as a permanent instrument of change.

As CAB is a participatory movement constantly seeking new partners, its initiatives involve various
stakeholders with something to contribute. Itaipu decides on the main areas of intervention and, in
partnership with the local community, implements the program’s initiatives at the municipal level. Itaipu
provides technical assistance and support for the projects to obtain sustainable results. For its part,
the municipality is in charge of planning the economic, social and environmental development of the
territory, building necessary public works and infrastructure, and ensuring the proper management of
natural resources and the environment. In addition, local communities provide hours of volunteer work
and other services; schools, churches, fire stations, radio stations and others come together to form a
platform for volunteers; universities, research centres and private companies offer technical assistance,
research and consulting services, and infrastructure for the realization of workshops and conferences; and
private companies and NGOs provide human resources to manage projects.

Guided by an integrated watershed management methodology, the initiatives developed by the CAB
link environmental and socioeconomic issues with objectives focused on ensuring the sustainability of
livelihoods and natural resources to meet local needs. The program promotes watershed management
based on the smallest territorial unit, the micro-watershed, as expressed in this saying:

Local interventions in micro-watersheds are considered in the general context of the Parana River Basin
Ill. The advantage of starting with the micro-watershed is that activities can be intensive and interaction
with local stakeholders is easier. So far, the program has worked with 217 micro-watersheds, which has
fostered the sharing of local experiences with good results throughout the river basin.

Each micro-watershed is studied from a social and environmental perspective and then a local development
plan is developed that considers the requirements of each territory and community.

In order to adapt the methodology to the characteristics of the micro-watershed, itis necessary to get to know
the local reality as much as possible from visits and interviews. Quantitative and qualitative assessments
are carried out and potential beneficiaries and professionals who could be involved in the program are
interviewed to determine the current situation of the community, especially of the most vulnerable socio-
economic groups. In addition, the environmental conditions of the micro-watersheds are monitored, often at
the level of each rural property. A multipurpose technical study, bringing together databases, geo-processing
and computer and cartographic resources, is then carried out. By means of these tools, information about the
territory is collected, organized, and provided for the further development of actions and projects.

This occurs through dialogue with the community, authorities and local leaders. Together with the local
authorities, Itaipu experts determine the micro-watershed to focus on in each municipality, always giving
priority to the headwaters that supply the city. Considering the socio-environmental problems of highest
priority, the following conditions for the selection of micro-watersheds have been established:

Criteria for selection:
Watersheds that contribute to the municipal public water supply system
Watersheds with a high concentration of rural population

Watersheds with the highest number of environmental liabilities



These conditions have been defined by the Parana River Basin Ill management committee, which is
composed of a coordinator and a secretary representing Itaipu, as well as representatives of civil society
organizations and rural farmers’ associations, public institutions and private companies, among others. In
order to facilitate the development of activities in micro-watersheds, the following aspects should also
be considered:

- Accessibility: The community should not be too far away or inaccessible in order to facilitate
technical assistance, paperwork and guided tours.

- Willingness: The community and local government should participate in the program, and be willing
to engage in participatory management and invest local resources (human, logistical, financial).

- Diversity: The selected territory (understood as the pilot micro-watershed, its surroundings and
the municipality itself) should preferably present a variety of environmental situations, which could
be subject to intervention (environmental liabilities, rural population and vulnerable groups).

- Community engagement and participation: The selected micro-watershed must not be a green
desert. A minimum number of active groups (neighbourhood committees, producers’ associations,
cooperatives, schools, churches, health posts, among others) is needed in the micro-watershed and
surrounding area.

8.2.3 RAISING AWARENESS

The next stage of the process is raising awareness among community leaders, and the local community in
general, about the importance and need for the implementation of the program.

Workshops can help explain the program, emphasizing the importance of environmentally friendly
practices. The process involves coordination between Itaipu, the authorities, community leaders and
communities to adapt their properties and facilities to environmentally legislation and best practices.
Through this process, communities also gain greater awareness about climate change, water scarcity and
environmental issues at the local and global level.

8.2.4 TRAINING THE WATERSHED’S MANAGEMENT COMMITTEE

Coordination between Itaipu, the community, the municipality and other local and regional institutions
is required to implement the development plan for the micro-watershed. Within the CAB Management
Committee, there are at least three levels of coordination and a committee responsible for each project.

- Regional Management Committee (Itaipu representatives)
- Municipal Management Committee (representatives of authorities and local entities)
- Community Management Committee (representatives of the micro- watershed)

- Project Management Committees or Working Groups

8.2.5 FUTURE WORKSHOPS

The CAB methodology, called Future Workshops, calls for three stages called the Wailing Wall, the Tree of
Hope, and The Way Forward. These processes help to bring together the whole community (men, women,
the elderly, young people and children) to create a lasting bond between members of the community and
the environment of the micro-watershed.

Itis important to highlight the level of organization and leadership that must be present within the community
for the proper development of capacities, social organization and management in all stages of the process.

- Wailing Wall: The self-analysis begins with the "Wailing Wall” where the community identifies
the socio-environmental problems of the micro-watershed. This includes listing the main problems
and their causes. Proposals are subject to a vote and are then sorted by priority.
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The next step is the "Tree of Hope”. In this stage the members imagine their ideal
community. Everyone is asked to answer the question: "What community do | want?” In this stage,
the problems on the Wailing Wall become the dreams of tomorrow. This is a time to be hopeful.
Every idea is debated and voted on, and goes on the Tree of Hope.

At the next meeting with residents of the micro-watershed, proposals by the
different commissions are considered based on the results of the self-assessment. At this time, the
community approves a local development plan, which defines the actions to be taken to address
the problems identified. The participants agree to adopt new behaviours based on community
solidarity and care for the environment.

Once the management committees are created, alliances with social actors are formed, and a local
development plan for the territory has been approved, an event is held where a document is signed that
reaffirms the commitment of the all the actors involved and summarizes the whole experience of the process.

After the conclusion of the workshop, and with the signing of the Water Management Agreement, all the
actors sign related agreements and other legal instruments to ensure the correct implementation of the
actions to address environmental liabilities.

In order for the actions of the CAB to be sustainable, they must comply with the following characteristics:

Have a clear vision for the future and a public campaign, which shows both the urgent need for
change and the goals to be met.

Use an innovative methodology that ensures its implementation throughout the territory, and is
able to be replicated in other environments and by different social actors.

Allow local territorial organizations, with institutional legitimacy and operational capacity, to play
a leading role, which means ensuring mechanisms of permanent participation for these actors from
planning to the implementation of projects.

Implement river basin management at the watershed, sub-watershed and micro- watershed level,
giving individuals a sense of space and the systemic interdependence of their actions, which are
represented by the movement of the waters.

Facilitate community participation, emphasizing participatory actions in discussions, decisions
and practices.

Invite all actors, including different socio-economic groups and members of family groups, to participate
in the different stages of the process as a condition to ensuring the sustainability of the program.

Harness local competencies in the development and implementation of actions.

The mechanism used to define projects and distribute resources is clearly defined and the expected results
and measures communicated in advance. The objectives, outcomes and activities are decided during the
“The Way Forward” stage, and are based on the results of the "Wailing Wall” and the “Tree of Hope”
stages. Interventions in the micro-watershed are then planned with the participation of local stakeholders
and technical experts from Itaipu, with a medium to long-term perspective. The management committees
ensure the co-management and implementation of the program'’s actions.



8.2.9 FUNDRAISING

Financial and technical resources are provided by the actors involved, including municipalities, civil
society organizations, private companies, NGOs and Itaipu, among others. Each initiative has a budget and
the management committee is responsible for developing mechanisms for the distribution of resources,
where the participants determine how each is able to help, whether financially or technically, according to
the principle of shared responsibility.

With regard to Itaipu’s private contributions, mechanisms are used to share costs with the municipalities. For
example, the municipality performs the maintenance of rural roads according to the technical specifications
of the work plan approved by Itaipu and based on the budgetary criteria of the National Department of Roads
of Brazil's Ministry of Transport with approval from the Environmental Institute of Parana. Once the work is
completed in accordance with the agreement, Itaipu then proceeds to compensate the municipality.

8.2.10 MONITORING AND EVALUATION OF THE PROGRAM

Monitoring and evaluating results through the management committees, with the participation of all
actors, is key to achieving the program’s objectives. In this regard, the program calls for local meetings and
a large annual meeting.

The coordination team and members of the management committees are constantly monitoring the
program'’s processes. They are responsible for publishing weekly news bulletins (short texts and audio-
visual records) concerning actions in the micro-watershed. Monthly progress reports (quantitative and
qualitative) are prepared according to the evaluation criteria. In addition, meetings for consultations and
to make any modifications are held periodically.

8.2.11 SYSTEMIZING THE PROCESS

A public communication plan supports the development of a territorial identity, allowing inhabitants
to recognize each other as members of a shared and interconnected space. The creation of audio-visual
material also supports the dissemination of the project at the internal and external level.

8.3 MAIN ACTIVITIES AND PROGRAMS IN PARANA
RIVER BASIN Il

8.3.1 ENVIRONMENTAL EDUCATION

Environmental education is one of the main aspects of the CAB intervention in the communities of the
Parana River Basin Ill. The aim is to train teachers so that environmentally responsible attitudes become
part of everyday life for members of the community. So far, it has had the following results:

- 15,100 teachers and managers involved directly

- 29 municipal teachers’ associations and one regional teachers’ association
- 119 learning communities

- 52 water agreements with 21,000 participants

- 1,600 producers of school snacks
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Considering the future of the watershed, good water management is essential for land conservation and
management in the territory. So far, 217 micro-watersheds have been intervened and environmental
liabilities eliminated with the following results:

Soil conservation. Construction of terraces to control runoff and improve infiltration (25,717 ha)
Improvement of rural roads network (2,205 km)
Fences to protect forests on the riverbanks (1,322 km)

Introduction of drinking water providers to prevent the contamination of watercourses with
agricultural inputs (168 units)

The measures taken by this program are intended to protect and conserve the biodiversity of the region,
which is our most important heritage for future generations. Currently, the program’s initiatives are
focused on maintaining and improving the genetic diversity of regional wildlife. An ecological balance
has been achieved through protection, research, development and reproduction of species, as well as
through reforestation and the creation of refuges and reserves for the conservation of flora and fauna of
the region. The results include the following highlights:

104,340 ha of protected areas
40 million trees planted and/or preserved
10 km of channels for fish migration with 148 species identified

Reproduction of 43 rare or endangered species

The Sustainable Rural Development Program offers families a range of options for their insertion in the
production chain. It provides support in the production process, promotes artisanal processing of products,
helps to organize commercialization and also promotes tourism in rural areas. The objective is to promote
the transformation to sustainable models of production, offering support and expertise through technical
assistance and rural extension. Several initiatives are addressed in this program, including the following:

This program provides support to rural families for the sustainability of small-scale
farms. They receive tools for technological development, training in best practices and support in the
agro-industry. In the search to add value to the products of family farming, agribusiness has gained an
important role within the watershed. Today, the beekeeping agroindustry, organized and accredited to
supply the export market, stands out. One of the consequences of this program has been the promotion
of knowledge, with capacity-building activities through agro-ecology education units supported by the
Research Institute for Agrarian Reform (ITEPA, by its acronym in Portuguese).

This program encourages farmers to convert their farms to the production of organic
foods, without the use of chemical fertilizers, pesticides or herbicides, for use in their own communities
including in school meals. More than 700 farms have already converted to total organic production and
another 300 are in the process of conversion with the assistance of 26 technical advisors, which shows the
great interest of farmers in converting to this new model of production.

This program seeks alternatives for production on small-scale farms to
expand opportunities for income generation. As an alternative to monocultures developed on small farms
in the region, farmers have been encouraged to produce fruit, milk from pastures, honey and other bee
products, palm hearts and organic cotton, among other products. There are 19 family agribusinesses in the
program that benefit 1,533 families directly and 6,132 families indirectly.

This program promotes herbal medicine and knowledge in region, which has great
natural diversity and a rich heritage of medicinal plants. Through alliances with universities, laboratories,
the municipality and others, 10,300 people have been trained to offer an alternative income for organic
farmers. As a result, 38 health posts have been created offering medicine sourced from 35 species of plants.



8.3.5 FISHERIES IN OUR WATERS

This program focuses on sustainable cage-based fish farming (aquaculture). It has helped to train 840
artisanal fishermen living in indigenous communities on the shores of the reservoir. In addition, the
program includes three aquaculture parks, spawning channels, centres for migration studies, gene banks,
and monitoring of professional and sport fishing activities.

To bring the fishing industry into harmony with the conservation of the reservoir, the program has 63
fishing sites with more than 500 fish farming cages. In addition, more than 50,000 juveniles of the pacd
species (Myleus pacu) have been produced for the cages and more than 2,000 copies of the handbook
Aquaculture Management Practices have been distributed.

8.4 DISSEMINATION AND POTENTIAL FOR REPLICATION
OF THE CULTIVATING GOOD WATER PROGRAM

The CAB has increasingly been adopted as an environmental reference program by local, national and even
international institutions and other entities. For example, it has been classified by the hydroelectric sector
in Brazil as a very important environmental program. UNESCO, in its International Hydrological Program,
defined it as a "watershed management model”, while Brazil's Ministry of Fisheries and Aquaculture has
adopted the fisheries and aquaculture program as a model for other hydroelectric dams.

Eight Latin American countries, namely Brazil, Paraguay, Chile, Uruguay, Panama, Colombia, the Dominican
Republic and Guatemala, as well as Spain, have requested the CAB methodology. Guatemala and the
Dominican Republic have already signed bilateral agreements for the transfer of the CAB methodology.
Through the lessons learned and the potential for replicating the program elsewhere, it can contribute to
environmental education in the region and help countries meet global environmental challenges to build
a sustainable future based on the following key assumptions:

- Water as a common theme;

- The watershed as the main territory;

- Environmental thinking as a conceptual framework for action;
- Environmental education as a driver for social action; and

- Community participation as key for knowledge-building, initiatives and organization.

8.5 FINAL CONSIDERATIONS

The CAB is an initiative that promotes sustainable agricultural and rural development, meeting the needs
of current and future generations through innovative programs that do not degrade the environment and
that are technically appropriate, economically viable and socially acceptable. Some considerations to be
taken into account for the success of similar initiatives are as follows:

- Promoting partnerships among all sectors and actors involved in the sustainable management of
natural resources facilitates the pursuit of common goals and the implementation of innovative
methods related to planning and management in the territory. This also ensures that the community
as a whole benefit, especially small producers and vulnerable sectors of society, through their
inclusion in social, environmental and productive public policies and programs.

- Production systems must be integrated at all levels to achieve productive diversification, which,
in addition to producing value-added products, includes improving human capital (education
and training), upgrading physical and social infrastructure, and innovation and technological
development to promote sustainable and equitable structural changes.
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Public policies must be adapted to the territory to promote social development that is in harmony
with the community as a whole. The joint implementation of public policies helps to achieve
greater coherence at the intersectoral level. In addition, policies related to good governance help to
strengthen human, social, economic and environmental capital in an efficient and effective manner.

The active participation of the community in decisions that impact directly on the watershed or
their territory is essential for initiatives to gain legitimacy in the eyes of the community. As a result,
there is a need for strong, formal organizations with concrete development proposals, as well as a
public system with the willingness to act on them.

All municipalities, regardless of size, are endowed with natural and human resources that can, if
used efficiently, responsibly and transparently, be used to encourage sustainable development for
the benefit of the rural and urban population. The sustainable development of the municipality
is the political and administrative responsibility of the local authority, which should focus on the
effective mobilization of all necessary and available means, without waiting for external agents to
take the initiative.

The role of the municipal government as an agent of local economic development is at odds with the
traditional view that understood its role as limited to providing public services. It is responsible for
using the means available to support, encourage, motivate and attract entrepreneurs and investors,
while also investing in its own projects as a way to ensure the sustainability of municipal development.

The diversification and modernization of rural production is the main tool to revitalize the local
economy, create jobs, increase incomes and encourage families to stay in the area. Small-scale farmers
can be transformed into important economic agents that support the development of the municipality.

Strengthening urban-rural linkages, particularly in those municipalities where rural production plays
animportantrole in the economy, is animportant strategy for sustainable economic development. The
creation of jobs in any sector of the economy will have an immediate impact on the living conditions
of families, whether in rural areas or cities, while improvements in services and infrastructure related
to health, education and sanitation should benefit both urban and rural areas.



CHAPTER IV



86

9. FINAL CONSIDERATIONS

Luiz Carlos Beduschi, Raul Contreras®*

9.1 TOWARDS A NEW UNDERSTANDING OF INNOVATION SYSTEMS

Rural innovation and its associated mechanisms has historically flourished under an economic model
dominated by large agribusiness conglomerates, which has in many cases reduced sovereignty over
natural and genetic resources. In addition, the form of production imposed by this model has contributed
to processes of exclusion affecting millions of farmers, while generating significant concentrations of
production and income, as well as multiple conflicts stemming from disputes over land and other natural
resources, such as water and forests.

In this scenario, and as a reaction to the impacts produced by this type of “development”, countries
have fought rural poverty through social programs such as conditional cash transfer programs (CCTs) and
subsidies for health and education, among other initiatives, which have helped to gradually decrease
poverty levels. Despite these efforts, inequality indicators have continued rising (or remained unchanged),
while the rate of degradation of natural resources in countries of the region has accelerated.

This challenging situation raises the issue of how to improve the material situation of a large part of
humanity while also reducing pressure on natural resources. Can new models or types of development
simultaneously promote new forms of natural resource use and reduce inequality? These are the kind of
questions that need to be answered in terms of innovation for sustainable rural development.

During the last decade, many governments in LAC countries have promoted “social developmentalism” or
“Latin American progressivism” to facilitate more sustainable development processes. Although significant
progress has been made, certain initiatives promoted by these governments have faced unexpected
opposition, especially in the context of the relative decline of commodities prices. This is the reason that
today, despite significant natural and productive resources at the regional level, these resources have
been depleted in many LAC countries to the point where even technology has not been able to curb the
high environmental impacts of human activities.

Currently, under the UN’s 2030 Agenda for Sustainable Development and its 17 Sustainable Development
Goals, the key question is how to ensure that efforts aimed at different and often conflicting outcomes
lead to lower inequality, improved well-being, and greater conservation of the ecosystem. The strategy
required for the implementation of these goals has faced many obstacles, including the most frequent
obstacle - financing. However, although financing is important, it is not the only problem given that
financial resources are often misused with a focus on generating profitinstead of meeting social demands.

Meanwhile, social mobilization and the development of technical resources have also taken separate
paths, impeding the creation of a joint strategy that would allow different territories in countries of the
region to expand policy initiatives. In addition, despite increasing demands, innovative policies and
programs have not been extended to the broader population.

Given these challenges, existing social and agricultural policies are clearly insufficient. Their separation
prevents coordination at the horizontal and vertical levels, including between government and civil
society, and between governments and territories, which is essential to develop innovation systems aimed
at achieving sustainable rural development.

9.2 INNOVATION SYSTEMS FOR FAMILY FARMING
AND SUSTAINABLE RURAL DEVELOPMENT

Agriculture continues to be one of the principal means by which rural society interacts with nature.
Although the social dynamics of these territories have changed in recent decades, family farming still
plays a key role in production and social relations. In addition, innovation has always been present in food
supplies produced by this sector.

However, the traditional definition of innovation, which is focused on “science” rather than local or
traditional knowledge, is inappropriate considering the reality of family farming in rural territories. The
problem is that innovation is traditionally linked to global markets that have historically excluded family
farmers, without any analysis of “"power” dynamics in rural territories.

35 Technical group FAO Regional Initiative Family farming and inclusive food systems for sustainable
rural development.



Rural innovation processes aimed at family farming must consider different factors, including social,
productive, environmental, institutional and cultural variables. As a result, innovation moves toward an
innovation system, allowing a complex approach to complex problems where the “system” is understood
as a group of individuals, organizations and government institutions. This system is focused on developing
social and economic uses for new products, processes or forms of organization through the strengthening of
family farming and inclusive food systems, and which aims to contribute to sustainable rural development.

Innovation systems should promote individual and collective capacity for innovation, recognizing the diversity
of actors in the territories and their various demands, bringing together formal and informal research and
promoting inclusive access to different types of markets. To achieve this objective, new legal frameworks are
required for public institutions to implement these policies and strengthen institutional capacities.

As mentioned above, innovation systems perform best under a legal framework that recognizes family
farmers as drivers of innovation, but which also emphasizes sustainable rural development. In this regard,
the improved organization of family farming could provide a solid foundation for the achievement of
sustainable rural development.

This should also help family farmers to improve their interaction with institutions, enabling them to
negotiate better conditions in line with their own interests considering that policies for the rural sector
also require policies linked to the social and economic areas. This integral approach to the challenges
faced by family farming represents an innovative approach to achieving sustainable rural development.

Innovation systems that promote sustainable rural development should focus on the link between policies
and territoriality in public institutions, facilitating the creation of sustainable development models that
support coordination between groups of producers, as well as between scientific research networks, urban
networks and distribution networks. Finally, an integral and comprehensive approach to innovation should
focus on valorising knowledge obtained from a variety of experiences in the field, linking this knowledge
with public policies developed in different countries over the last two decades.

9.3 KEY CHALLENGES FOR INNOVATION SYSTEMS
AND SUSTAINABLE RURAL DEVELOPMENT

Inequality and climate change are the two greatest challenges of the 21st century. Both are the result
of a socio-economic model that has permitted these problems to worsen over time, while institutional
innovations designed to curb their advance have ended up supporting the model they sought to change.

Despite this scenario, the LAC region still has an “"open door” policy in terms of the development of the
commodities sector, but it is increasingly necessary for countries to consider other opportunities, such as
new urban/rural links, more inclusive and sustainable markets, higher levels of education and networking in
science and technology, sharing of innovation experiences, and inter-institutional policies, among others.

In addition, rural areas have important requirements regarding the implementation of a transition strategy for
sustainable rural development that is consistent with the demands of the 21st century. These are:

- Reduce the negative socio-environmental impacts of productive activities;
- Broaden the participation of family farming in all kinds of markets;

- Promote new forms of natural resource use;

- Increase the overall productivity of the economy and well-being; and,

- Revitalise and strengthen the endogenous local base of national economies, diversifying the
productive profile of the country’s territories.

To address these challenges, the ultimate goal of development strategies should be social and productive
change that reduces external dependence and facilitates sustainability. As part of this goal, innovation
systems need the support of sectors with the political strength and technical capacity adapted to meet the
demands of the current social and environmental context in LAC.

In this regard, all actors in the region should work towards the mobilization of resources, providing
incentives and facilitating coordination to promote a new era in sustainable rural development that does
not leave anyone behind. This change is structural and equivalent to the change that took place decades
ago during the green revolution, with the difference that this time it should not only consider an increase
in productivity as the main goal, but also increased social well-being and conservation.

CHAPTER IV









LT°60/T/NI69LLI




	bm08.2
	bm08.2.1
	bm08..3.1.1
	_GoBack
	_GoBack

