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TECHNOSERVE
 
Technoserve, a private, ionprofit organization, aims to improve theeconomiC and social well-being of ],iw-i ncome people ii developing countries 
thrcugh a process of eiterprise development which increases productivity, 
jobs and income. We corcentrate on agricuulturalv relawd cnterprises of 
medium scale. These take various forms, but are generally Commnllity based. 
We a,:conipish these goals th rough a systems approach to enterprise 

devefopment which involves management, technical assistance and training. 
Technoserve was founled in1 968. We work in Africa and Latin America. 

We currenitlv have a staff of over 160 persons, made up primari lV Of hIiighlv­
qualified citiZens of the nine countries wxhere we operate. 

Technoserve is funded by relig1,ious organizations, individuals, foundations, 
corporations, host counLry' institutior,s and the U.S. Agency for International 
Development. 

REPLICATION &DISSEMINATION PROGRAM
 
Technoserve's Replication and Dissemination Program combines research 

with an effort to docunient our experience and apply the reslts in anumber 
of new settings. 

The fundamental thrust for l & 1) activities remains strongly consistent 
with that (,f the history ofl-echlnoserve to date-continued self-examinatiol 
and learning so that our work of improving tle lives of low-income people 
can become more effective. 
The paprs in o,1r FIN)INGS series as well as the CASE FlIISTORII'S 

series areme ,nt 10 sharToI 0xperience and stimulate debate and diaiogue 
with others who are concerned with Thuid Wold problems. 



FOOD CROPS VERSUS CASH CROPS: 
ASPURIOUS CONTROVERSY? 

SUMMARY 
Given the tCliMendOus diversity among the developing regions of the world, 
the simplistic 'food crops versus cash crops" dichotoly does not accurately 
lcscrib,: the probhms faced by Third World smallholders. One cannot 

assume that either increased food production o," a redtCion in cash crop
cutivation would alleviate hunger and rural poverty. Instead, the more press­

ing issue is his!'hol income IxWel. Regardless of which commodities they 
prod uce, smai!lholdCrs can raise their incomes most significantly by partici­
pati ng iII local prod ucer organ i/ations which integrate their activities into the 
inai1Idtream eConoIlly,. However, to si.iccesslii Ily gain control over their 
situation, they must learn to make decisions according to the particular 
colnst rai nts the\' LIacc (such as prices, markets and transportation). 
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demands at the expcnsc of food 
crops. . . . As long as the present 
emphasis on cash crop farming is 
not reversed, hunger and poverty 
will continue in Africa." 

Last year a consortium of major 
American religious donors identi-
fied export crop production ,.s a 
major land-use problem in Africa 
and concludedl: "Priority attention 
should be given to those programs 
wshich focus on the production 
of food crops to mect local and 
regional needs and/or remove 
obstacles to that production .... A 
policy of meeting local and regional 
food needs first would serve the 

, 


Sarose 
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.,' ' ". -_f 
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interests of the poo 
Earlier this 'ear a paper by a 

leading hnger activist group took 
a siiii*!ar stance: "111t appears that 
World Bank projects arc too 
heavily oriented to\Vild export 
agriculture and not enough toward 
local food productiom by small-
scale producers.... Critics say 
food is so imlportalt to everyone
in the econonIy, especially tle 
poorest, that food production, 
not export crops, should be 
Cncot,raged." 
We are suggesting in this paper 

that the "food versus cash crops" 

controversy-and the terms of the 
debate thems. :lv:;-constitute a 
basically false trail in the quest for 
answers to the hunger problem. 
When one views the situation from 
the middle distance (somev; flerL 
betwien on-the-ground field 
experience and lllacrOeCOnOtmlic 
development theory), the scene is 
dominated by the varied complex­
itics and dynamics of smallholder 
tgricuLure in tile Third World. 

In reassessing this controversy, 
,nimportant first step is to try to 

separate the issues of hunger and 
poverty from some of the ideologi­
cal weigl they have accumulated. 
In that leaner form, the issues may 
then be of more practical use to the 
poor of the developing world. 

ROOTS OF THE 
CONTROVERSY 

During the 1970s, a heated debate 
among Western development 

practitioners ci ilIng the value 
export crop production in 

("developing countries. Among grass-C 

roots organizations, the main Issue 
in cOlltelt*on sWas whether or not 
cash crops had tihe capacity to 
benefit the poor. While this cntro­
versy is n0 longer in the limelight, 
it has by no means disappeared. 
The concepts articulated ten to fif­
teen years ago continue to influence 
the policies of private donor 
agencies today (see, for example, 
World [lunger Education Service, 
1986, p. II). 

Part of the argument against 
export crop promotion is cast in 
sociopoftical terms. Cash crop 
agriculture is seen historically as a 
primary tool of colonial exploita. 
tion. According to this view, 
revenues from coffee, tea and cocoa 
grown in the colonies and sold in 



Drawing sharp lines be-
tween broad categories of 
farm produce will not 
necessarily make the 
issues surrounding the 
hunger problem clearer, 
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FOOD CROPS VERSUS CASH CROPS: 
ASPURIOUS CONTROVERSY? 

Scott Zesch, Technoserve Inc. 

INTRODUCTION 
Large segments of the public, as well as the entire development community, 
were galvanized by the African famines of tile past dc,.de to think again
aboutt hunger. Of course, in so doing, we have all cimmonsensibly thought 
of the prooleni first in terms of food. 

In the course Of cducating the public in the last year and a half on the 
ht,,nan causes of famine, broad terlms such as "food crops" and "cash crops" 
-terms debated throughout the 1970s-liave again surfaced in nearly all dis­
cussIOis of the hu,nger issue, Including dialogues among donor agencies. 
"lood crops" presumably refers to the basic grains which make up the bulk 
of most humalnl diets; moreover, it normally implies production for domestic 
rather than foreign consumption. "Cash crops" is more difficult to define. 
While a cash crop literally could be anything grown in a quantity beyond
subsistcce needs and traded for money, the term usually brings to mind the
cultivation of marginally nutritious crops for export, such as coffee. 

Both the general public and SOle development specialists have come to 
view thes' two terms as opposites and the types of crops to which they refer, 
as adversaries. But is this the best way to get a handle on the hunger 
problem? )rawing bold lines between broad categories of farm produce­
whcther edibles and non-edibles, crops for export and crops for domestic 
consumption, or staples and luxuries-will not necessarily make the issteC 
clcarer. In fact, such sharp distinctions may ironically muddy tile waters. As 
with man debates in development, a nascent "discipline" at best, the reali­
ties are such that the tru,ths may lie somewhere in between the polarities.

Nonetheless, the assu mptions that (1) all crops can be placed into one of 
two categories and that (2) the choice between these categories should be the 
foca! point of Tlhird World agricultural policy have surprisingly often gone
unchallenged in development circles. 

Consider, for exanlle, this recent statement made by a U.S. committee on 
African development: "'[he handicap has been . . . over-emphasis on cash 
crop production in order to earn foreign exchange and to satisfy Western 
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Some Westerners sim-
plistically view export 
crop promotion as either 
good or bad, with little 
regard for the particular 
circumstances that indi-
vidual smallholders in 
widely varying regions 
face. 

foreign markets accrued to Western 
investors and traders, while the 
laborers endured coercion and 
poverty. Critics of international 
trade as an engine of development 
see tile present distribution of 
power as fundamentallh unchanged: 
yesterday's European settlers and 
civil servants have been replaced by 
today's muuinaional corporations 
-which in turn are allied with 
powerful Third World elites. 
According to some political 
coin men tators, developing cot n-
tries rust break with the single-
conioditv export system of the 
past in order to dcfeat the lingering 
rei nants of colonial oppression. 
The argulent has a less rhetori-

cal economic side as well. Coun-
tries relying heavily on export 
earnings froi a few .gricultural 
products are vulnerable to sharp 
fluctuatins in world market 
trends. 1I,recent ,,ears, depressed 
agricultural prices, decliniiing terms 
of trade, inelasticity of demand for 
developinrig cOiltry expor'ts and 
import restrictions alliong the 
industrialized nations have con-
tributed greatly' to export crop 

pessinmism. [urthernlIore, tile argu-
iient goes, rural farmers and 
laborers receive little reward for 
their effort, since most cash crop
earnings, if not siphoned off by 
f investors, are channeled 

rheavy 
irban areas, 
I'lhe conclsion reachedib critics 

of the present systen is that export 
crops should be pr'odtced only 
after the basic food needs of the 
entire population have been met. 
However, putting this principle 
into practice wouh require a major 
policy overhaul at the highest level, 
and those cur'ently' inpo'wer are 
presumably satisfied with the Status 

(]tmo. Therefore, the only solutions 

FOOD CROPS VERSUS CASH CROPS 

t,the problem as posed by these 
critics, while logical in the abstract, 
are highly impractical in real-lifc 
terms. They amount to saying that 
the rural poor must either bring 
about a radical shift in power in 
their favor or else hope for a 
miraculous change in attitude 
among the ruling elites. History 
suggests that neither event is likely 
to take place on a widespread basis. 

Thus, the "food crops versus 
cash crops" controversy has 
polarized Western development 
theorists, often placing them in 
predictable ideological camps. 
Those to the left see cash crops as 
primary instruments of continuing 
Western exploitation. To them, a 
"cash crop" conjures up images of 
oppression and neocolonialism, 
while a "food crop" is identified 
with self-sufficiency and human 
dignity. Those to the right seldom 
look beyond tile macr'oeconomic 
level, 'laiming that foreign 
exchange earnings gained through 
international trade are indispensable 
for developing economies. Put 
more bluntly, some Westerners 
simplistically view export crop 

promotion as either good or bad, 
with little regard for the particular 
circumstances that individu,al small­
holders in widely varying regions
face. 
Tl ha\ weight 

of such o­
logical baggage perhaps accounts 
for the persistence of a form of 
argument that seems to shove aside 
what we all intuitivelh know. 'ilhe 
rhetoric describing tile merits and 
shortcomings of agricultural 
exports in development is usually 
couched iil general terms and 
applied across the board to all 
developing countries. But we know 
that there is trene:ndous diversity 

among tile developing regions of 

TECIINOSERVE 9 FINDING ',7 3 



FINDINGS '87
 

It does little good to en-
courage Third World farm-
ers to concentrate on food-
stuffs if neither attractive 
producer prices nor ade-
quate market demand 

the world in terms of resource 
endowments and market access, as 
well as other factors. Similar dif-
ferences exist among the various 
districts of a single country. File 
most adrvantageos economic 
activity for a commtunity or even 
for a single farmer can best be
determined through a fa;rv 
coniplex calculus which includes, 
at the zer' least, (I) the local level 
constraints and advantages people
face and (2) local and regional 
market factors. 

As one travels down tile line to
the grassroots leel and mets real 
snallholders, ideological factors 
increasingly recede into the back-
grou,nd. Most small-scale farmers in 
poor regions cannot afford to 
weigh the moral implications of 
producing tea as opposed to maize,
An ivory- tower debate among 
Westerners and the educated elite 
of"th2 Third World can be of little 
interest to people stiggling to 
improve or ierel inlitaini their 
minimal standaLrdI"of, 6n. Nor of 
cou rse do they,:e farmers Iiae any 
particularly strong emotional tie to 
an' sort Of romantic otgorif ed 
view of themselves as sC.f-su~fficient 
]iod growers. lihey' simpls' have to
choose the alternative which offers 
them the best chance for makingnioney. l'hei . choices are not moral 

()rpolitical but ecoiOm ic ones-

which leads us to tday\s prevailing 

teory of htuiger, 

INCOME: THE CRITICAL 

DETERMINANT 


The "cash crops v'ersus food crops"
dichiotomV clouds the most basic 
poverty isstie-icomie levels. The 
rhetoric surrounding the type of 
crop produced obscures rather than 
elucidates the economic causes of 

human suffering. If the Third 
\Vorld's poor had enough money,
they would simply [uy' what they
needed-including food--just as 
most Americans and Europeans do. 
Although in sonic drought-stricken 
regions food nay not be available 
when needed, hLnger is more 
often thought to be tie result of 
economic poverty rather than food 
scarcity. A recent World Bank 
policy study argues that hunger can 
be aleviated in the log run only 
by ratsi .g real household income.1 
\Whether or not this argument is
accepted, one can hardly deny that 
tle poor go hungry at presen't
becaulse they lack the resources 
needed to either buy or grow food. 

The concept of linking hu,nger to 
income is deceptively, simple; in 
practice, it calls for a hard look at 
itl tile complex Causes of poverty, 
not just tile eas\' targets. It may. 
seem natu ral to identitify fields of 
coffee and tea as the antagonists in 
tile struggle against Ihung'er, since 
:he' soletinmes absorb land and 
labor resources which iight other­
wise be devoted to nutritious cropsmeeting local oeeds.Noi douit oie 

can find cases "'here over-allocation 
of national resources to export crop
production has indeed threatened 
domestic food self-sufficiency.
Howsever, it is iot very helpful to
codeniii agricuhIura xprt 
proLotion per se tunRI e hasss oni 

evi(eice that cash crops are actu­
ally lowering the potential -,artiliig
 
power of the poor.
 

people familiar \'th agricultUral
eiterprises In developitig couiitrIe;

realize that it is Oftei'iI'llpossible to
categorize a project as a "food 
crop" or "cash crop, industry. For 
example, Coopechayote in Costa 
Rica is a cooperative which pilr­
chases, stores, packs and reseils the 
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rural Panamanian cooperative tivejy non-perishable form which
marketing members' vegetabiles. can be sold in markets outside theIndeed, the locally-owned agricul- inmediate vicinity. These women 
tural cooperative and the corporate have been able to surpass the limits
conglomerate are both engaged in of subsistence farming only
agribusincss to the extent that both through an increased awareness of
make produce available to the con- currelt producer incentives and 
su,mer for a profit. l)c:spite t lcir marketing opportunities.
obvious ,tifferenccs, both require Similarly, the members of
good business management to Coopechavoti- ' ye sought innova­
opeiate succCssfully. And both are tivc ways to 1crease their earnings
part of a larger market, from their small plots. The market 

for chayote is limt ited, governed by 
Integrating Smaliholde, into the the acquired taste for the vegetable
Marketplace among certain Hispanic groups,prima'il from Central AmericaOne way rural smallholders can try and the Caribbean. As a result, one 
to increase their incomes is by) of the most important services the
integratii g their activities, often cooperative can provide for the 
highgly' localized, in to the main- local farmers is seeking previously 
stream economyV. l (astaiio Co- untapped markets. 1In 1985, with
oper'ative, fo example, began as an new outlets available, the average
infornial \\'omen's club. Virtualhv all gross revenu,es pc," production u,nit
tile inembers \. crc vcrY sinall-scatle from chavo:e cuItivation increased 
prod ucers withIt little education or by 2.3 times over that of thecoritimiercial experience, less than a previous year, and membership in
thir'd of them were involvcd in an ' the cooperative increased by 62
kiud of profitable activities outside percent over a three-year pe'iod.
their holes. The torlia') processinrg 
plant has enabled the farmers to 

convert their produce into a rela- The Intricacies of Prices, Markets 
and rradable Surpluses 
Sevcral Westeii development 
agencies have recentl, stres,;ed the 

"'-.{ need to promote sirrplus agri­
4iculural production for d.mnestic."" ' trade with in countries where food

; ! a shortages exist. The emphasis oil a 
. . tradable surplus is und!oubted l a 

positive one. If stiallholders are to 
escape the po'etv trap, they need

" - 'to Illove beyond the bou,nds of 
subsistence farming and into the 
large" 'Ordd of Commerce and sales 

- -for 
"l profit. RuraIl producer associ­

i ations ald rmo,'e elliciClt produc­
tion and narLeting techniques arc 
some of tile keys which cail facili­
tate this transition. 
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Many low-income farmers 
can improve their lot 
through surplus produc-
tion of food or luxury 
crops (or both) if they
take a realistic view of 
the particularconstraints 
they face. 

FOOD CROPS VERSUS CASH CROPS 

aspects of income generation. And 
economic goals require more than 
rhetoric to be achieved. 

,Practitioners of rural enterprise 
development, concerned with the 
en hancement and distribution of 
ecomijc benefits at the household 
level, need to take a pragmatic look 

N. various ways of increasing the 
S;,. incomes (and, one hopes, the living 

standards) of as many poor people 
'1. ,_ : " - "" as possible. Their effectiveness' :": depelds largely onl whether their 
.t 	 m ethod is guidd by the factor 

endowrments and(policy environ­
ment inleach case or whether-It Is 

members' chayote, .1 vine-grown driven by preconceived ideological
v':getable similar to squash or bia:ses. To seriously pursue income 
pu mpkin. Chavote is c,mimonh generation as aiecono,,mic goal,

classified as a food crop, but it is 
 they have to be prepared to try
also sold for cash. Furthermore, it diverse approachs in widely differ­is sld in bhd local and foreign ing areas rather than offer across­
iiiarkets. the-board solutions. 

1:1 ;astaflo, a rura! tomato 

processing coo perative in El 
a 
 is also hard to categoize. APPROACHING THE 

are "l1mtoesgenerally thught of HUNGER PROBLEM AS AN
 
as luxiries, but if they can be AGRIBUSINESS PROBLEM
 
produced and marketed at low What follows is a view of the reali­
costs, they can also help alleviate ties of smallholder agriculture

vitamin and mineral deficiencies in which suggests that the seeds of an
 
local diets. Although the members agribusiness approach to solving

groV tomatoes as a cash crop, 
 the hunger are naturally present in
 
products Of El Castafio are not traditional agriculture, but need
 
exported but are sold entirel], on assistance in order to evolve.
 
the domestic market. In short, ruCal smailholders in

One of the stated purposes of all many de\ eloping regions have the
enterprise deveLopment projects is capacity to engage in competitive
incomIe generation. Yet projects agribusimess-a term whose mean­
which consciously avoid any alfilia-
 ing has become unnecessarily
tion with pixd ucts customarilV restricted. Contrary to popular
designated as cash crops may miss usage, agribusiness (with a small
opportunities for significantly "a") does not jUst apply to multi­
increasing the incomes of a large national corporations exporting
number of far'mcrs. If one believes cash crops. It refers to any entity
that poverty c.,n be alleviated engaged in the production, process­
primarily through higher famil\ ing, storage and marketing of agri­
earnings, then it seems realistic to cultural produce for commercial 
concentrate on the economic purposes-be it General Foods or a 
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While aid organizations 
often preach the virtues of 
food crop production to 
Third World farmers, gov-
ernment pricing policies
are often sending them a 
different message. 

However, it makes little sense 
to talk about surplus production 
without considering the fundanen-
tal roles of prices and markets, 
Producing a tradable surplus of 
food crops will not necessarily 
serve the interests of the poor in 
every case. Ftu rthrmiorc , it is tin-
realistic to assu,me that less acreage
planted in cash crops would in 
itself mean more food for the 
hungry. 


First, theinI frastructure does 

not always exist for transporting 
surplus food at low costs to areas 
where shortages arise. 

Second, farmers are constrained 
by current market trends and gov'-
ellient pricing policies. One iiiust 
expect them to respond rationally, 
to ecoloic incentives placed on 
'aintis ,1riCuItriA commodities. 

Prltduct ion of surplus food crops
will not benefit the producers if 

tier cannot rceive a decent price

flot
their-crops. 

*Third, the availabilitv of surplus 
food osti ot help the hungry and
landless if the\' do not have tie 
resoLurces to buy it (or if their gov-
erninment reflses to0 subsidize them). 
The production and distribtition of 
food is dete'mllinLed n1ot only by 
producer prices but also b' the 

purchasing power of consumers, 


Some people find it morallh 
indefensible to elCOurage sma.ll-
holders to giow export crops \'hlen 
other people within the country do 
not have enough to eat. However, 
it does little good to encourage 
Thir'd World far'mers to concetIttratC 
on foodsttffs if neither attractive 
prodiucer prices ntor adequate 
market demand exists. We have 
entlghl evidence w\\'to) show 
that their traditional behavior is 
economicall' as rational as that of 
First World farmers-they \\on't 

FOOD CROPS VERSUS CASH CROPS 

buy our advice for long if they find 
they cannot profit from the results. 

Plans aimed at alleviating rural 
poverty through surplus production 
should take into account these 
fundamental constraints imposed 
by changing pricing policies and 
market opportunities. Smallholders 
can increase their incomes most 
significantly if they grow surplses 
which are expected to generate the 
highest retur.is-which, according 
to their particular situation, may be 
maize or coffee, rice or cocoa, or 
sonic combination. 

Learning to Seek the Highest 
Paying Market 
Furthernore, farmers want to (and 
have to learn how to) seek the 
highest-paying markets-which,
again depending on the particular 
constraints they face, may be local,
regional or foreign. For example,
tle 1984 domestic price fora lox 

of chayote was U.S.S0.50, as 
compared with U.S.SI.40 on the 
export market. If Coopechayotc 
were able to export all its produce, 
each member's annual revenue
 
could increase by as muLCh as 233
 
percent.
 

Marketplace variations and 
dynamics being what they are, it is 
certainly not written in stone that 
farmer's in developing countries will 
always have to depend on luxury 
export crops for their highest cash 
earnings. Indeed, recent evidence 
suggests that certain basic food 
crops may offer the most promising 
opportunlities for economic growth 
in some developing regions.2 

The important point, however, is 
that farmers have to opera:,c in
 
environments influenced by chang­
ing prices, incentives and markets.
 
Their production decisions to a
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large extent have always been deter- also share much of the same
mined by pragmatism. It is just infrastructure-roads and transport
that their purview of what is systems, marketing and storage
pragmatic has been rather narrow, facilities, irrigation schemes, agri-
As integration is aided bv assistance cultural institutions and extension
organizations, that purview is services. Unfortunately, the possi-Poor transportation and expanded. Since they can then take bilities for efficiently sharingmarketing systems can into account more of the market- resources are too seldom max­prevent farmers from get- place realities, their decisions have imized, since some governmentsting surplus produce to more real support and wvill be that skew infrastructure developmentmarket at competitive much better, strongly in favor of export agri­prices, culture. Nonetheless, there may 

CASH AND FOOD CROPS: still be some external benefits 
A, COMPLEMENTARITY which spill over into the food crop 

subsector.These kinds of real-world con- For example, credit available for
plexities lead to a view of the export crop production frees up a 

farmer's personal savings, which 
can then be used to upgrade food 
crop cultivation or for other

-'a productive purposes. Alternatively,the receipt of a sizable lump-sum. " 

payment from cash crop sales may
enable smallholders without access 

* to credit to undertake improve­
ments they could not otherwise 
afford. Moreover, the implements 
and new technologies acquired for 
g-owing cash crops are sometimes 
adaptable to other crops. 

indeed, recent evidence suggests 
... that most countries which have 

" been doing well in export crop 
production have also been success­

3ful in expanding food production . 
'lhe linkage between food and cash 

crops is especially important whenrelationship between cash crops and low world market prices for local
food crops as complenentarv' food crops would not ju,stify the
rather than coipetitive.:: cost of infrastructure develpmCnt

Of course, the two often do in a region if cash crops were not 
compete for many of the same also being grown there. 
resources, primarily agricultural At the farm level, the comple­
land and labor. l-lowvever, they can mentary nature of cash crops and 

:'At this poin t wc r, it Icconie%neccs ,V t) broaden the deiiII oil of "cash crops."R,lter thnu using Ihie erni s, nloivrIm uslh' "'ith "C\prt1" 0r "ilxrv Crops, we slall use itnitre obj activis interchIrigeabie with "surplus crops." fit other words, frtoa here oin itwill refer to lutxur tiny excess food or crops Iaded lIr monelley. especially those kt'(\\ 111VSlniallllLlders iniidditi to o for- Ilousehirld needs. ' t 
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food crops is more the reslt of 
their differences than their simi-
larities. For instance, the labor 
"$ trLirements for soeic cash crops 
are less seasonal than for annual 

s food crops and peak at different 
tines, so that the demand for labor 

" is spread iore evenhl th'oughout 
. ... th 'ea',. Smallholders in IaIy

t ". " '- counntries increase household 
A' 	 II1£income by cultivatiiu; surplus pro-

duc,-food or lu,xur\' crops, for 

. donestic or toeign consump-

4 .011tion--in addition to foodstuffs for
 

fi Iamand local ne:.ds.
N'l InI doing so,theiN acilleve crop diversification
'..-ikf wiou t sacrifi 

witl i Cing, f f 
.-%k-AVsufficiency, diereby insuring

;7 6, themseles against falling prices or 
_0" 4Cr rop loss.l)evelopielit professionals dis-

agree over the capacity of tradi-
tional export crops to increase wage 
emiploy'mn in ru,ral areas. Some 
clai in that tlese crops are usually 
less labor-intensive than basic food 
crot:.., w1hile others point out that 
many export crops req(uire from 50 
to 400 percent inore labor.4 'lhe 
en vironiental impact of export 
crops is also contested: the' have 
been cited alernately for accelerat-
ing desertificatio and arrCst;ng soil 
erosion. h'lese conflicting facts andExport cropping maymay not be 	 or figures, used selectively by the*the most
 

avntges otio for experts, tend to corroborate our
advantageous option 	 for point-that there is substantial 
sitatin ne aotl versi t\ among the ciops them-
reach any accurate con- selves. FIes demonstrate the
clusions without weigh- dangers of overgeneralization swhen 
ing the opportunity costs anialyzing tis complex issue,
involved. Whlile the labor-ii tensiveness of 

different kinds 0i crops remains inI 
dispute, it secrns clear that local 
processing plants--designied for 
either luxuIirY or food crops-can 
increase rural emplo\'ment. 
Alanfam, a sugarcane processing 
plant inI a r'uial area of Ghana, 

FOOD CROPS VERSUS 	 CASH CROPS 

created 900 new jobs at wage levels 
comparable to those paid in urban 
areas. l Castafio and Coope­
chavote created forty-two and 
twenty-two new jobs, respectively. 
Of course, some of these jobs were 
seasonal or part-time. Nonetheless, 
in countries where opportunities 
for wage employment are few, a 
well-managed rural enterprise can 
discourage rural-urban migration 
by making cash payments to local 

workers at regular intervals. 

THE EQUITY QUESTION:
Who Benefits from Growing 

Cash Crops? No Easy Answer
 
Tlh debate on food versus 2ash
 
crops has pivoted uch, on theissue of who gets the benefits of 

which kind of crop. This 	too, we 
think, leads doVn a false trail. 
WIuen considering the potential 
for the adaptation of traditional 
agricultural practice to a more 
advanced, agribusiness-like system 
in the future, we see that the small­
holder can in many cases gain the 
tipper hand. 

For example, ill many developing 
cou,ntries, export crop production 
is not the exclusive domain of 
multinational corporations opei'at­
ing large plantations but rather is 

carried out mainly by siall-scale 
farmers. Smallholders growv most of 
the coffee and cocoa in the Ivory 
Coast and the tea inl Kenya.
KenIa's tea program generates 

income for about seven perceiit of
 
the population; most prod ucers'
 
fields average only one acre.
 
FIurtherinore, the growers partici­
pate in decision-making through
 
elected representatives and equity
 
contributions. 
 " 

One of the biggest constraints to 
smallholder production of cash 

TECEINOSERVE e FINDINGS '87@9 



FINDINGS '87
 

,7 

One way rural smallhold-
ers can try to increase 
their incomes is by inte-
grating their activities, 
often highly localized, 
economy 

crops is the inadequacy of rural 
infrastructure. Poor transportation 
and marketing systems can be a 
major impediment preventing 
farmers from getting surplus pro-
duce to market at competitive 
prices. However, if certain crops 
can be processed locally and tile 
concentrated finished or semi-
finished produtict transported in 
bulk, surplus production may 
become economically viable, 

The Ghanaian farmers in the area 
arouLnd Alanfam had initially 
eiicoutite'ed this problem. Sugar-
cane is well-suited to sIalllholder 
prod uctionI, b c lativeg asy to 
grow and requi ring less training 
and sopli isticated techinology than 
many ot her cash crops. ]lrtlher-
more, the risks of sugarcanle 

product oll are miuch lower than 

those involved iII the cultivation 
orf higher-valtiued vegetable crops 
COrlirio i0 G liatra. However, not 
urnti the local plant was bit idl 
tile farirers have a reliable market 
for their sUgalCalle. BV IrCt!icirg 
transportation costs aud aildinig 
value to their piodlict locally, the 

farmers C01,116 Cornmpete with other 

prodtiucers in the market. 


Ile wollen of I Castafio were 
in a situilar situation. BecauIsC fruits 
and vegetables are highly perish-
able, previouis attempts to get them 
to market hai been extrernelv 
riskk'. Sonnethrues the prodircer-s hail 
been florcl- tot discard their cropseconmy.becauseof 111g1 t ranisport costs. 

Fl rtherr'orc, the cs'clical prics 
paid to farmers by ihiterneiliaries 
Ieant it Was of ten not worthwhile 

to try to sell the prodice. The 
processing plan t ruatle tornato 
production profitable by converting 
the produce into a form itt which it 
could be stored and shipped. 

I rI many coIntries, smnallholders 

have successfu!Iy integr:.ted the 
cultivation of food crops for 
subsistence and local needs with the 
production of other crops for 
market. The Ghanajan farmers, for 
example, grew beans in between the 
ros Of sIgarcane as insurance 
against a bad harvest or poor 
prices. 

'Fle main danger in this scenario 
arises when the optimal balance 
between cash crops and food crops 
i. upset. Smallholders who place all 
their eggs in one basket will find 
themselves at the mercy of world 
market fluctuations anld governmlent 
price manipulations. 

Promoting crop diversification, 
howcver, amounts to nO more than 
encouraging thl, farmers to adapt
their trad itional hedgii g behavior 
to a grander, more highly hilte­
grated scale. To facilitate diver­
sification, a local processing ancI 
marketing enterprise may be able to 
accommodate more than one crop 
grown by its suppliers. In addition 
to chaVOyte, Cooptcliavote also 
markets its members' ayote, their 
second principal cash crop. Forty­
three percint of the members w\+'ere
 
participating ill the crop diversifica­
tion program in I985. El Castafio is 
also) equipped to hanidle fru,its ardi 
vegctables other than tomatoes. 
Alternatively, if"a processors
 
capacity is limited, it may enter
 
into contracts restricting the
 
ai11ouLllt of prodtce it will recci yc

tr ruembers, ther'eby discou rag­

ing o\er -produ]ction of' a single 
cRop. 

There isalso Sonie CollItoversv' 
over tile proportion of the profits 
from agricuiltural exports actually 
accruling to the produlicers. On this 
point the record is decidedlI y 
mixed. In some cotrrtries (Cspe­
ciallY in Affrica) the produice is 
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. -. realistic view of the possibilities at 

roots-oriented aid organizations to 

J preach the virtues of food crop 
production to Third World farmers 

1olciesn _={ . 'g,'.: if their government's pricingpol;cles are sending them a 
Al 

'-
different message. 

TURNING SMALLHOLDER 
ORGANIZATIONS INTO 
AGRIBUSINESS ENTITIES: 

I 'Bridging the Gap 
between Tradition and 
the Modern Marketplace

controlled by nation a! marketing
boards, which are prone to tax Individual farmers, it seems, have
farmers heavily by pay'ing them a virtually no control over the factors
price wvell below the v"orld market which determine tile profitability of
price. l:urthermlore, as development their limited optiors. They obvi­
economists point out, many ThIird ouslV cannot change international 
World govern ments channei these consumption patterns or ease 
excise tax revenues priiarhy ilto foreign import restrictions. Nor
urban rather than rural pub!>c can tiey, pressure their own gov-Through well-organized works. ernient to raise producer prices orgroup effort, it is quite The tiltillIate value of export crop improve rural transportation. Theypossible to forge the miss- produ ctionl to individual farmers are essentially price-takers, oftening link between tradition- depends, of course, on how the acting without the benefit ofdl farming and modern returns from such produtction adequate market information.ce,"nmmerce. compare with those fm other However, different organizational 

possible activities, such as growing forms are available to the small­
food or luxturV crops for domestic holder, through which some greater
consumption. I)espite the heavv measure of control of the environ­
taxes on export crops, food crop ment can be gained. But turning
cultivation does not always yield such organized entities (coopera­
higher" rettirns. lxport cropping tives, coliI llies, associations) into 
may or may not be the most successful businesses often requires
advantageous option for farmers in outside assistance. 
any particular situation; tihe main Rural producer associatins,
point is that ee cannot reicl any while they also have little control 
accurate CoileLtisionIs \\itltL over the givei constraints, call 
weighing the opportunity costs ionetheless play an important role
illvhed. in helping smallholders inlcrease 

n couLItries wv'here the public their iiicoinleS. Group effort will
,Cctor plays the dominant role in not necessarily influence national

setting agricultural incentives, botlh agrictt iral policies, but it can en-.
farmers and the donor agencies able farmers in many cases to use
assisting them have to take a the existing framework to their 
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advantage. Community organiza- task of rural community leaders totions can help producers minimize demonstrate that modern commer­
their costs through eConomies of cial practices and sophisticated
scale and cal seek out new market- marketing tactics are not just
ing opportunities, thereby reducing devices for the economic elite to
tile role of the middleman, use. They are also development

These organizations, aside from tools which rural farmers partici­
offering financial benefits, can also Pawl!, Inlloceal organiin a
provide a cost-C fecti ve means of l.arn to master, albeit withtransferring certain technical skills considerable difficultv.

Sarid information which iIdivid ual Some Westerners are concerned 
farmers lack. Vegetable growvers in that if smallholders participate in
thl Castaio region have learned tile system rather than remain aloof 
about new varictl.S and havezei" 	 1"rom it, enclaves of relativelybecome familiar with industrial prosperous farmers will emerge in
processing methods through their5 .. cooperative. In other instances 

certain regions, thereby worseningthe overall distribition of icome.smallholders may be experieiced in In 	a highly competitive world, no - ' the production but not the market- one can deny that tile incomes a
ing of cash crops, successful groLIp's members areMore important, tile producer's likelh to rise above those of farmers 
association is one means throughwhi,'h1 tile rural Pool- Cai ga'in in less favored regions. This ispartly tile result of initial factor 
larger Measure of control over their endowments (including level of 
own future. The farmers of l experience),Castafio previously wec excluded 	 which can be manipu­

lated to some extent but not 
from the system and perhaps were entirely controlled. 
eVen intiimidated by it. Now they Foreign private developmentare learning to use their newly'- organizations, faced with these
acquired skills to directly alleviate regional inequalities, may have totheir poverty. Similarly, tile accept their own limitations andmembers of Coopechavote, having concentrate on measuring fairness 
become accustomed to seeking new at 	 the community level. Within a
markets, are less susceptible to single conmutnity, the distribution
cyclical prices ai,d no longer have of benefits from surplus productionto 	rely so much on middlemen, is determined largely by the

It is such organ;izations which number of producers involved in
enable smallholders to engage in tile group enterprise. lFrom
competitive agribusiness in the 

this 
perspective, the fairness of a projectworld marketplace-a marketplace depends not so much on tile typethat they are increasingly part of of crop produced as it does on the anyway, but usually as unwitting ability of those who wish to joinvi ct imis. the grotp to (10 So. Coopechayote

The success of this scenario is an example of a cooperative
depends largely on convincing local whose membership increased dra­
farmers that participation in matically as more local farmers
organizations operated as modern became convinced of the potential
businesses cal integrate them into gains from participation.
the mainstream economy. It is the Another fairness concern is the 
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An ivory-tower debate 
over "food crops versus 
cash crops" holds little 
interest to people strug-
gling to improve or merely
maintain their minimal 
standard of living, 

potential emergence of rural elites 
within a community who will 
dominate the local economy. In any 
community, some farmers will 
invariably have more skill, 
resources and initiative Ilan others, 
It is Unfair to assume, howe'ver, 
that tile\, will invariably exploit 
their neighbors. 'That might 
happen, but in mans' cases these 
More successful producers can act 
as a catalyst, laying the ground-
work and setting an example vich 
other farmers can strive to emulate. 
Those who do not understand 
commerce and markets may follow 
the lead of those w'ho do, especially 
w~hen farmers with different levels 
of experience and income are parti-
cipating inthe same community 
organization. 

Thiirough well-organized group 
effort, it is (]uite possible to forge 
the missing link between traditional 
farming and modern commerce. 
However, tile obstacles impeding 
farmers' advancement vary' by 
region; only at the local level can 

the appropriate role for the 

commu,nitV organiz 'oil be 

identified with particularity, 


THE TRADE-OFF: 
Seeing Hunger iii a More Complex 
Way Means Accepting That
Solutions Will Take More Time 
Ihe transition from traditional 


subsistence faring to commercial 
production for regional and 
international markets took lurope
and the West tiousands of years 
over a slow and rock' road. We 
can learn from that and of course 
speed up the process. That is in 
fact what all deliberate development 
efforts are--attempts to engineer a 
speedier evolution thaln that which 
had heretofore occurred naturally 

FOOD CROPS VERSUS CASH CROPS 

in history. But there will be trade­
offs, and there will be many mis­
takes and human costs along the 
way.
 

Producer associations, for
 
example, may 
 bring about increased 
incomes, but they also entail 
greater complexity and higher risks. 
Analysis of the shifting commodi­
ties markets is tricky business. Not 
all of the produce will be suitable 
for export, so producers must be 
able to find alternative outlets. 

Furthermore, the introduction of 
some cash crops requires more 
efficient production techniques and 
greater initial resources on die part 
of farmers. They may not receive 
rettrns on their investment for 
several years and must have enough 
diversified sources of income to
 
survive during the interval.
 

Finally, in emphasizing the 
prospects for raising the incomes of 
rural farmers, this discussion has 
not dealt directly with the needs 
of other low-income groups­
particularly the urban poor and the 
landless. In the absence of govern­
ment policies favoring them, higher 
producer prices for food crops 

would most likely work to the
 
detriment of low-income food
 
purchasers, at least in the short
 
run.
 

Therefore, it would be unrealistic
 
to view producer organizations and 
surplus production by smallholdcrs
 
as a panacea for all Third World
 
poverty problems, just as it is
 
overly simplistic to assume that 
more emphasis on food crops 
would solve the hunger problem. 
Local farmers' organizations, for 
instance, have little control over 
national issues such as land dis­
tribution and public spending, and 
not ,i11locales are linked with a 
transportation network sufficient to 
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permit expanded marketing. 
However, it is fair to saY that 

many lowa-incole farmers can 
improve thCiIr lot thcrough surplus 
production of food or LI.u r\ crops 
(or both) if they take a realistic 
view of tile particular constraints 
they face. Almd the leaders of local 
organizations illim\a' cases can 
grad uallv acqui iethe ,arket anal v-
sis tech iq]Lies Which enable all tlhe 
members to exploit the coin niercial 
opportunities \\'hicl had pre'iouslyN 
eltided them. 
That is where the real trail 

towards ending IItinger must g1o 

-- right past food and into the 
market itself, in which food is only 
one of a great many factors. Of 
cou rse, that market cannot ever be 
entire]\' controlled; the twentieth 
cencury in tile industrialized West 
and the so-called "centrally planned 
economies" of the Fast Bloc have 
taught LISnothing if not that. But 
by mo\vilg up the eVolutionarv lad­
de'r to a higher level of inlf'ormed 
integration into the marketplace as 
aribusilness men and women, the 
small holder in tile Third World can 
at least play the game onl somewhat 
mor equal terms. 

ENDNOTES 
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