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DEVELOPMENT

CHALLENGES IN LATIN AMERICA’S RECENT AGROEXPORT BoOM

Sustainability and Equity Of Nontraditional Export Policies in Ecuador

by Lori Ann Thrupp

Growing global markets bring North American shoppers
a year-round supply of fresh fruits, vegetables, and flowers,
flown in from Latin America and the Caribbean. In the
countries of origin, agribusiness in fashionable diverse
“nontraditional™ agroexport (NTAL) products is booming.
In Ecuador. for example, the total value of NTAES tripled
between 1985 and 1991, reaching $35.9 million: and among
the new crops, flower production has blossomed remark-
ably. increasing 15-fold in volume and 30-fold in value be-
tween 1985 and 19911 At the same time, the growth of
NTAESs is sparking enthusiasm among many investors and
policy-makers. International aid agencies, especially the
LS. Agency for International Development (USAID). and
local governments have been promoting these products in
Latin America over the last decade, hoping to overcome
cconomice stagnation and to add diversity to the “tradi-
tional™ agro-cxperts of bananas, coffee, and sugarcane. (See
Box 1) The NTAE strategy is a key part of trade liberaliza-
tion and cconomic restructuring.

While these products are very profitable for some inves-
tors in the South and satisty the appetites of many Northern
consumers, this agricultural development strategy poses ma-
Jorchallenges in terms of its economic and environmental
sustainability and social equity. Indeed, NTAE arowth is
plagued by considerable uncertaintics and problems. Evi-
dence from several countries reveals that NTAEs have

significant social and environmental costs and entail
disturbing inequities and high risks. The problems are par-
ticularly serious for small-scale, poor farmers. They are also
highly vulnerable to declining prices.’ Some economic stud-
ies suggest that earnings from NTAEs are not “trickling
down” to contribute o broad economic growth and allevi-
ate poverty.” These socioeconomic and environmental out-
comes are repeating patterns typical in some traditional
agroexport crops.” They call into yuestion the sustainability
and equity of the NTAE sector.®

To help increase understanding cf the progress and chal-
lenges of this sector, this report analyzes NTAEs in Ecua-
dor, summarizing preliminary findings. The study is based
mostly on field surveys, policy analysis, and discussion in
multisectoral workshops. (See Box 2.) It analyzes the poli-
cies and institutional factors shaping the NTAE sector, iden-
tifes the environmental and socioeconomic impacts of
NTAEs and the causes of problems. and suggests policy im-
plications and recommendations to avert negative impacts
and make agricultural development more sustainable and
equitable. Ecuador has been largely neglected in previous
NTAE studies, but this sector has boomed recently, bringing
new opportunities and concerns. This analysis suggests a
need for changes in agricultural development patterns to
achieve sustainability and equity aims and identifies addi-
tional rescarch needs.

Box 1: Definitions

Nontraditional agroexports refer to varions agricultural products
destined for export markets, other than the “traditionat” cxport
crops such as coffee, bananas, cotton, beef, and sugarcanc. An
export is considered nontraditional if it: 1) is not produced in a
particular cauntry before, such as broccoli in Ecuador; 2) was tra-
ditionally produced for domestic consumption but is now ex-
ported; or 3) is a traditional product but is now exported in a new
market.’

Sustainability refers to the environmertal soundness, economic
productivity, and social suitability of a development strategy
over the long-term, Eg» «ty refers to she equitable distribution of
benefits in socicty.

Box 2: Methodology

The methods used in the study were: Review and analysis of scc-
or Jary data and literature; a ficld survey of 105 workers and 54
technical managers in NTAE plantations in the Highland region
of Ecuador focusing on pesticide-use issucs and environmental
questions; a ficld survey of the majority of Ecuador’s fresh
flower producers for general production issues; systematic inter-
views with policy officials and analysts who are concerned with
NTAE:s, analysis of primary production data; multi-institutional
workshops (in Quito and Guayaquil) in June 1992, to identify pri-
ority problems and opportunities of NTAEs: and a survey of 120
women workers in NTAE plantations and processing plants.
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. BACKGROUND ON AGROEXPORT
PRODUCTION

Exporl-lcd growth has a long history in Ecuador, as in
many countries of Latin America and the Caribbean, dating
back to the colonial period. The development model from
the mid-1800s until the 1960s was based on the production
and export of primary commodities, mainly cacao, coffee,
and bananas. At the end of the [9th century, Ecuador was
the continent’s leading cocoa exporter.”? In the 1950s, Ecua-
dor became the world’s leader in banana exports, a position
retained until 1982.' Key features of this agroexport econ-
omy include large-scale, monoculture agriculture, relying
on high inputs of chemicals, dependency on Northern mar-
Kets and foreign capital. and the exploitation of low-wage
workers and natural resources. ! Eeuadoe's + grarian strue-
ture has long been characterized by highly unequal distribu-
tion of land and a gap between the export sector and the rest
of the economy. The rural cconomy is marked by dualism
typical in Latin America—the concentration of resources in
a relatively small number of wealthy lurge-scale export pro-
ducers (i.c., farms greate, than 100 hectares) and the margi-
nalization of large numbers of small-scale poor farmers
(i.c.. farms under 5 hectares).'”

From the carly 1960s to the late 1980s. Ecuador shifted o
an inward-oriented model of Tmport Substitution Industrii-
zation (IS1) as the external terms of trade and fiscal prob-
lems worsened. This 1St regime includes policies to
stimulate local productive capacities. agricultural modern-
ization through technological innovation, the centralization
of enterprises, and the expansion of the State’s role in regu-
lating fiscal conditions. Yet, the economy has remained
largely export-dependent. One significant element was the
oil boom that began in 1972: it increased the nation’s GNP
by 51 percent between 1975 and 1985, and oil represented
two thirds of all export earnings during this period, '

Through the 1970s and 1980s, the government still tried to
support the growth of agricultural production and exports,
but the production of basic foad crops for the internal mar-
ket and traditional export crops declined.' In the 1980s,
Ecuador’s economy faced increasing debt. poverty, socio-
cconomic inequities, and unemployment.'S Hunger and mal-
nutrition affected a growing number of the population.
These problems were tied to the global cconomic recession
and to the dramatic declie in the international prices of oil
and traditional agroexports, as well as to the ineffectiveness
of the 1S1 policies. Ecuador therefore fell victim to the char-
acteristic “boom and bust™ cycles that have historically
shaped many Latin American export-dependent eccono-
mies.'® Reliance on monocultural export commaodities made
Ecuador’s economy highly vulnerable and unstable.

At the same time, agriculture sutfered from increasing de-
terioration of the natural resources upon which production
is based. For examp'~ severe soil erosion affects 12 percent
of agricultural land in Ecuador, hindering fertility and pro-
ductivity.!” Deforestation of marginal land unsuitable for ag-

riculture has also accelerated in recent decades, exacerbat-
ing resource degradation. Problems from misuse of agro-
chemicals have undermined productivity anvl created social
costs."® These environmental predicaments have aggravated
the impoverishment of rural people.

During the 1980s, the state enacted various policies and
measures in response to the probliems. Under President
Borja, for example, the government attenipted to control in-
flation, continue protecting national producers, and meet
the poor’s welfare needs. But such efforts were thwarted by
numerous constraints, including pressures from interna-
tional agencies to repay the debt, which reached $12.4 bil-
lion in April 19901 Clearly, Ecuador’s crisis has
interlinked economic, social, political, and environmental
clements.

II. DEVELOPMENT OF NONTRADITIONAL
AGROEXPORTS

A. The emergence of policies and
institutions for NTAEs

Struggling to overcome the crisis in the rural sector, insti-
tutions have tried to build new development strategies and
policies. Some groups have promoted local food security
and agricultural strategies that emphasize meeting the
poor’s needs and/or goals of environmental sustainability.
On the other hand, international financial agencies and gov-
ernment institutions have supported export-based agribusi-
ness and structural adjustment. Given the immediate
pressures for debt repayment, such policies have been pre-
dominant in the late 1980s and 90s, while sustainability con-
cerns became secondary. The emphasis on export-based
growth is linked to attempts to open markets and to liberal-
ize foreign trade. The development of diverse nontradi-
tional crops is a central part of this strategy supported by
international agencies.

A notable example of the expansion of nontraditional ex-
ports is in coastal shrimp production. Ecuador had become
the second largest exporter of shrimp in the world by the
1980s.2" More recently, most attention has been focused on
such high-value crops as tlowers and fresh and processed
fruits (particularly mango, melon, pincapples, passion fruit,
and strawberries) and vegetables (mainly broceoli, aspara-
gus, small squash, and artichokes). Wood products and
maaufactured goods from wraquiladora industries (where
parts are assembled into final products) are also being pro-
moted.

The main purposes for supporting NTALSs are to generate
foreign exchange to repay debts, to diversify crops to re-
duce dependency on the fow-priced traditional export crops,
to increase employment (particularly jobs for rural women)
to build private enterprise/agribusiness and to revitalize eco-
somic growth.*! In Colombia and Bolivia, where narcotics
production is prevalent, another motivation of development
agencies is to develop NTAEs as high-value alternatives to
coca. The NTAE strategy is also seen as a response to the
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demands of Northern consumers for fresh produce year-
round.

International developruent and aid agencies, particularly
USAID. are the main supporters of the NTAE strategy in
Ecuador, as in many other developing countries. In 1984,
AID dedicated $2.8 million to Ecuador to develop the Pro-
gram for the Export of NonTraditional Agriculture (PRO-
EXANT) and 37.5 million to banks for NTAE credit.?? The
main purposes of PROEXANT are to promote production
and marketing of NTALLs. PROEXANT s central program-
matic activities are policy dialogue for the development of
export facilitation laws and for other aspects of state sup-
port, promotion of marketing and investment through trade
conferences, communication and promotional services on
NTAEs for foreign investors, market development research,
control of quality and post-harvest management, and tech-
nology transfer for agricultural development, which in-
cludes activities on phytosanitary practices and
environmental impacts.? PROEXANT serves clients who
produce or export NTAEs, and it collaborates with such
government institutions as the Ministry of Commerce and
Industry, Ministry of Agriculture, and with banks. trade as-
sociations, and relevant foreign agencics (such as the
United States Food and Drug Administration) to develop
policies and services for export promotion.

Besides USAID's promaotion program, other develepment
agencies that support NTAEs include the Commonwealth
Development Corporation, which dedicated $4 million to
NTE promotion; the German government, which is provid-
ing some technical assistance in production; and the Cana-
dian government, which is assisting on NTAIL transport,>*
The World Bank and the Interamerican Development Bank
(1IDB) also support this agroexport stzategy.* For example,
in late 1993, the IDB approved a $1-million loan for NTAE
promotion in Ecuador, which is intended to strengthen the
National Coordinating Committee for the Promotion of Ex-
ports and Investments, support flower and wood industrics,
and to help develop export and import policies and
sectors. 0

Fcuador's government has rescinded some of its protec-
tionist policies and now supports export-led growth and
trade liberalization. It has not established major subsidies
for exporters, but rather it has slowly reduced national ex-
port barriers through macroeconomic reforms and has de-
creased subsidies for national food production. 27 Some
goverment agencies have established specific export-promo-
tion activities. For example, Lcuador's Corporacion Finan-
ciera Nacional (CEN), the state lending agency, provides
credit for NTAE producers, gives technical assistance to
creditors, and carries out marketing rescarch and feasibility
studies on selected NTAE crops. All loans are made on a
competitive basis, and credit policies favor affluent export
investors, as opposed to smaller NTAE farmers who repre-
sent higher risks. CEN also helps formulate export laws,
keeps records on export values and volumes, and finances
some NTAE companies. The Ministry of Industry and Com-
merce also has a NTAE-pronmiotion program: it offers train-

ing and short courses on product quality and market stand-
ards, disseminates market information, conducts studies of
promising NTAE crops, participates in internztional trade
fairs, and analyzes bottlenecks. Trade associations also
strongly support NTALs. For example, the Federation of Ex-
porters (FEDEEXPOR) supports all kinds of export busi-
nesses, while EXPOFLORES, a guild, defends the interests
of flower businesses.

B. Growth trends in NTAEs

In Ecuador, as in many Latin American countries, NTAE
production has burgeoned in recent years. (See Tables |
and 2 and refer to Appendix for trend data in Latin Amer-
ica.) The overall value (FOB) increased 3.5 times (350 per-
cent) while volume more than doubled. Flowers and
processed products enjoyed particularly high export
growth, as shown in Table 2. Quinoa, a traditional rural
food with high protein content, is a unique product of the
Andean region and was exported for health-food markets.
Among the fresh fruits, honeydew melons are important,
Among vegetables, broceoli ranks first: the value of exports
grew from zero in 1989 to $32,400 in 1990 and to $552.200
in the first 10 months of 1991.%8 Ecuador exports to eight
countries, which are, in order of importance, the United
States, Germany, IFrance, Great Britain, Chile, Belgium,
Venezuela, and Colombia, The United States is by far the
largest market. Most products are transported by air, to as-
sure freshness upon arrival, but some products such as fro-
zen foods are shipped.

Table 1: Export of Agroindustrial and Nontraditional
Products - Ecuador, 1985-1991

Year Volume (1000 MT) [Value ('000 US$)
1985 7,700.60 $8,009.10
1986 9,566.50 9,937.60
1987 12,327.30 13,233.70
1988 16,746.80 15,074.00
1989 24,169.90 21,643.00
1990 26,169.90 28,608.80
1991 26,829.60 [ 35,981.80

(1} January - Octobér
Source: Banco Central/Fedexpor, Quito (1992, unpublished dala)
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Table 2: Export of Nontraditional Products - Ecuador
1985-1991 (in thousands of US dollars)

Product 1985 1989 19911
‘ Processed cereals o 9 26 L 785 B
|Freshvegetables® | A 79
i f’fg(iessed vegetables o o o _(?‘26 _____1. 5192*
| Fresh truit 1341 1973 1232
‘ Banana products 1089 5174 B 6155
| Fruit jeliiei 69 o 263 700
, Fruit juices ) . 1006 ’ 1418 2:193m
“ Spices 12L 70 o 68
? Yarious processed foods 3730 ,_m_“_"?‘f‘i., L ??E B
Pas Lo e
] Flowers 526 9225 16584

2) Includes refrigerated, frozen, and jellied
Source: Bance Central-Fedexpor (1992, unpub. data)

I1l. KEY CHARACTERISTICS OF
NONTRADITIONAL AGRICULTURAL
PRODUCTION

A. General features of NTAEs %

Although the crops and production methods on NTAEs
are diverse, several characteristics typify NTAE production:

e Requirement to fultill strict marketing demands of

Northern importers, including:

- high quality (c.g.. esthetic “pertection” standards) ;

- specified times and volumes;

- stringent phytosanitary and sanitary standards;

- tolerance limits for chemical residues in products;

- complex export procedures, such as customs processes,

financial permits, legal contracts, and inspections;

High perishability (short shelf-lifey of tresh products,
requiring special production technologices, packaging, and
transport systems:

Large capital investment, to cover high input costs;

Dependence on high inputs of imported technology,
especially heavy use of pesticides, and complex
information for managing the technology:

Centralized decision-making by managers and exporters
over labor, and dependency on cheap labor by unskilled
workers, many of whom are temporary;

o Need for well-developed marketing channels,
transportation, and infrastructure, for inputs and for sales;
and strong involvement of and links to foreign investors;

¢ Monocultures with standardized crops and production
methods;

¢ Stress on maximization of snort-term returns: and

o Stiff competition with other NTAE businesses in Ecuador
and from other countries.

As discussed later, these basic characteristics shape the
practices, results, benefits, and costs of NTAE production,
and some pose constraints for farmers. Some of the particu-
larly influential factors are demands to fulfill many com-
plex requirements far outside producers’ control, high
inputs of chemicals and information, and stiff competition
in the industry. Esthetic specifications for fruits and vegeta-
bles, which include detailed standards for “acceptable” size,
shape, and ripeness, color, and percentage content of juice
and sugar, are set and monitored by institutions in import-
ing countries, such as the Agricultural Marketing Service of
the U.S. Department of Agriculture (USDA.) Besides meet-
ing these requirements, another hurdle for farmers is taking
advantage of certain import windows, when products are
permitted and prices are high. For example, honeydew
melon producers can sell their fruit profitably to buyers in
the United States only during peak demand from mid-No-
vember through mid-January. They cannot compete at other
times because the United States places a higher tax on mel-
ons and protects U.S. growers.

These features of NTAEs contrast sharply with those of
crops for local markets or for subsistence. Producers of lo-
cal crops invest comparatively little capital and use chemi-
cals sparingly (mainly due to economic and agroecological
differences), rarely plant monocultures (usually preferring
diversity), and do not have to meet strict foreign demands.
On the other hand, many features of nontraditional produc-
tion are similar to those of such traditional agroexport
crops as bananas and coffee. For example, the chemical in-
tensity, technical sophistication, competition, labor relations
and dependency on foreign demands, are comparable. (In
some cases, NTAILE farmers apply even more chemicals per
hectare than those who produce traditional export crops do,
mainly because of perishability and quality requirements.)
Unlike traditional agroexports, NTAEs do not require cnor-
mous tracts of land; small plots are sufficient for estab-
lishing a profitable business in some high-value NTAE
crops. But large capital investmients are necessary. For ex-
amiple, the average initial investment for export flower plan-
tations is $200,000 per hectare. (See Box 3.) In this sense,
NTAEs mirror the patterns of previous export booms,
though the products themselves are distinet.

B. Production areas and product types

NTAEs in Ecuador have been developed in two main re-
gions—the highland (Sierra) region surrounding Quito and
the coastal provinces near Guayaquil, mainly because these
areas are close to international airports and maritime ports
and also have good climates for growing particular NTAEs.
For example, flower yields are higher in relatively high alti-
tudes near Quito, where sunlight and temperatures are
optimal for flower production.

Proponents and producers of NTAEs have focused on the
crops that grow best and have the highest financial poten-
tinl. PROEXANT, banks, and other agencies concentrate



BOX 3: Costs of Export Fiower Production

The initial installation and preparation of greenhouses ard ficlds
for flowers involves many months and a remarkably large capital
investment, estimated at an average of $200,000 per hectare, An-
nual input costs arc also high, especially for agrochemicals. A
feasibility study carricd out in 189 by a rose entreprencur re-
ports that 9 fertilizers, 6 fungicides, and 4 insecticides would be
applied on a regular basis to roses in a total of 1.42 hectares. Ta-
ble 3, a summary of the data contained in the feasibility study,
represents typical costs on a rose plantation. In the first full year
of production, this firm planned on spending $18,913 on agro-
chemicals in the following proportions: fertilizers (69.9 percent),
fungicides (9.3 percent), and insecticides (20.9 percent). Costs
per hectare per year, according to this source are $9,306 for fertil-
izers, $1233 for fungicides, and $2789 for insecticides.

Table 3: Sales and Costs of Production, in an Exem-
plary Ecuadorian Flower Plantation 1989-1992 —
(in dollars ){

Year Income Costs, Costs, Labor, |TOTAL
(sales) production @ | operations  {taxes

1989 0 26,597 25278 0 | (37,350)

1990 172,800 53,194 50,555 | 25,030 | 69,050

1991 201,600 53,194 50,555 | 25,539 | 97,850

1992 201,600 53,194 47,212 | 36,682 | 101,193

1) Converted from sucres, exchange rate, 1990: 720 sucres/$US. (Fiqures are
rounded.) Based on proposed production budget.

2) Includes direct and indirect labor costs, inputs, office supplies, maintenance
a_ncii_ repair, fuel, insurance, electricity, uniforms, transport, petty cash, and depre-
ciation.

3} Includes mail, telex, phane, maintenance on vehicles, insurance, taxes, audits,
rental costs,.

4) This category refers to 15% of utilities paid to workers, and income tax.
Source: Original data from flower producer, 1989 (W.Waters)

their marketing and technical support and credit services on
these key crops too. Flowers and several high-value vegeta-
bles and fruits are priorities, and such native crops as qui-
noa, nuts, and tropical ornamental plants have also attracted
some interest. Decisions about priority crops are made
mainly by market analysts in development agencies (such
as USAID), PROEXANT, and other business analysts and
investors from trade associations. The choices are based on
market studies of demind, competitive potential and market
windows, and to some extent, on climatic conditions. Some
of the priority crops promoted by NTAE proponents, such
as broceoli, asparagus, squash, and berries, had never been
grown or eaten before in Ecuador until recently: transterred
from temperate countries, they require foreign seeds and un-
familiar technologies. For some crops, such as flowers, in-
herent soil characteristics are not seen as major concerns
because the producers use very high inputs of chemical fer-
tilizers, soil additives, and pesticides to create “artificial™
conditions for maximizing yields.

Processed NTALS, especially rozen and canned fruits
and vegetables, have some advantages over fresh products.

They are less perishable, they can be stored longer, and they
enjoy more stable year-round demand, so they have wider
markets.

After processing and packaging, they usually have added
value over {resh products, and the local processing indus-
tries generate rural jobs, meeting an important socioeco-
nomic need. However, production and transportation
require relatively sophisticated and expensive technological
capacities.

As of 1992, the estimated area devoted to NTAEs totalled
16,703 hccturcs.mcurrcnlly a small percentage of the total
area under agricultural production in Ecuador. This area
will probably expand, and NTAESs have a very high value
per unit of land. Remarkably little data is available on the
size of plots and land tenure of the NTAE producers, except
in flower production. (See Box 4.) But according to ex-
perts, most NTAL farms range from 10 to 100 heetares, and
few exceed 100 hectares. For flower production, average
farm size totals only 6.88 hectares.! Even so, most NTAE
producers are well-endowed businesses in terms of their
capital and income, not typical “small-scale™ farmers.

C. Economic and trade policies
and regulations affecting NTAEs*

As noted, macroeconomic policies, trade liberalization
and political conditions mandated by development agencies
influence the development of agroexport production. Ecua-
dor’s government has been slow to implement policy sup-
port for NTAEs, partly because some decision-makers and
analysts oppose these changes and instead have interests in
protecting local producers and meeting local food needs
first. Until the 1990s, Ecuador still had regulations that con-
strained exporters. Indeed, until mid-1992, exporters were
required to follow numerous bureaucratic procedures o ex-
port any products. They had to fill out 40 original forms
and submit multiple copies, obtain 254 signatures, acquire
legal permits from several agencies (such as the Central
Bank, Ministries of Agriculture and Commerce, and the
Customs Agency), and make multiple financial arrange-
ments, undergo many inspections, and comply with certifi-
cation processes—all of which on average took 138 hours
per shipment, according to a study by PROEXANT.* Most
exporters had to hire specialists to handle the requirements,
and this burcaucratic quagmire discouraged potential new
NTAE businesses and contributed to a decline in the num-
ber of export companies from 160 in 1988 to 50 by 1992, In
reaction, export promotors and entrepreneurs, including
PROEXANT, USAID, FEDIEEXPOR, the Ministry of Com-
merce, and trade assoctations pressured government repre-
sentatives to eliminate these complex paperwork
requirements. After over two years of long debates by the
Legislative Assembly and the President’s office, a signifi-
cant reform known as the Export Facilitation Law was
passed in carly 1991. This law reduced and simplified the re-
quirements for exporters, creating a “'single window™ (ven-
tanitla unica), through which the Central Bank now
oversees the permits, processes, and requirements.




BOX 4: Features of Flower Production

From 1985 to October 1991, flower production in Ecuador grew by
1,522 percent (15-fold) in terms of volume and 3,055 percent in
value, and between 1990 and 1992 alone, the number of producers
doubled, reaching about 70. This remarkable boom stems from sev-
cral factors, especially the high value of the end product, technical
development, an increase in the varietics of flowers demanded and
exported, access to foreign capital, and such bascline conditions as
an cxcellent climate for flowers and the availability of inexpensive
labor.

45 percent of surveyed firms received some foreign investment, and
75 percent work with foreign brokers. While most plantations were
founded by Ecuadorian investors, foreign investors—in many
cases, Colombian flower producers looking for secure investment
alternatives—have entered the sector. Two out of three investors are
businessmen from urban areas. Virtually all firms export 90 per-
cent or more of their production, mostly to the United States, but
also to Western Europz, Canada, and Japan.

Moslt flower production in Ecuador is carried out in the highland re-
gion, near Quito and the airport. The plantations have sophisticated
infrastructure. The flowers are grown in plastic-covered green-
houses, which are usually protected by wind-breaks made of lo-
cally-available bamboo. Flower beds are prepared, levelled, and
planted with imported seedlings. The farms have complex irrigation
and drainage systems and electric lights for night lighting. Post-har-
vest handling, sorting, packaging, and loading takes place in build-
ings with sophisticated cooling systems. Many flower businesses
also have management offices, cafeterias for workers, maintenance

facilities, and vehicles. Flower production is systematically
planned, timed, and exccuted to meet specific market demands and
high-quality standards. Demand peaks during special holidays in
North America—particularly Valentine's Day and Mothers’ Day.

Chemical fertilizers and pesticides are applied heavily and fre-
quently, on a calendar basis by laborers. Unlike focd products, flow-
crs are not inspected for residue-tolerance levels by importers, so
producers have relatively little concern about residues. The environ-
ment within the greenhouses is artificial and chemicaily “sani-
tized.” The aim is to fully control all variables. Since sophisticated
scientific knowledge and inspections are thus required, many pro-
ducers hire specialists in floriculture from Holland, Colombia, and
other foreign countries to manage their farms. If the quality or tim-
ing is not right, they incur great financial losses.

Table 4 provides data on 47 flower plawtations surveyed in 1990.3
The total arca of export flower procluction totals less than 400 hec-
tares. The average enterprise is only about seven hectares, cven
though the the investment per hectare is large. Flower production is
very labor intensive (see Table 4): only 13 of the 47 firms surveyed
employ fewer than 50 workers, and the worker to area ratio is 15.4
per hectare. Of 5,058 workers surveyed, 3,149 (62 percent) are
women. Because most plantations are concentrated in a compara-
tively small area, labor can be relatively scarce so growers must of-
fer wages that may exceed the legal minimum and provide other
benefits, which may include medical services, lunch, and
transportation.

Table 4: Features of Ecuadorian Flower Plantations,
1991 Land and Labor

; Mean (sby’ Min. | Max.
?Snﬁzgv(rr_\ectares) L 6'??___ A (53_.{37) 1 30
NomberWorkss | 10762 | (2t | 17| 5%
j,”f‘fTP_e.'_.F_g_’T?f‘.'?,YYF"k",'?, 6700 ;, (7090) | 1} 400 |
;;NE’??."I.’YE'?WE@S,,,,, (4043 ) (%38 0 oS0
WomenSupenvsos | 374 | @l 0w
lvonenpartime |72 | @y 0 | s
jMf:’f‘fafﬂi,’“f--ﬂ._,m B I . 0 L A 2
lgeoiopeaton | am | eyl 1 | 9

* ‘sAlandard deviation

Source: W. Walers, 1992. “Restructuring of Ecuadorian Agricutture and the
Development of Nontraditional Exports: Evidence from the Cut Flower Industry.”
Unpublished paper. Quito: Universidad San Francisco de Quito.

Although this policy change has cut some red tape, ex-
porters still face additional commerce regulations and barri-
ers once the product reaches the importing country. For
example, an exporter aiming for the United States must
pass through customs permits, pay taxes, and pass phy-
tosanitary, sanitary and quality inspections by the Food and
Drug Administration (FDA) and the Department of Agricul-
ture, and acsthetic standards set by food marketing indus-
tries. (See Figure 1.) (The FDA randomly checks for
pesticide residues, for instance.)

Beyond the trade laws, the rate of exchange is another
macroeconomic influence on NTAES’ profitability. During
the 1980s, the prevailing exchange rate was disadvanta-
geous for exporters because the local currencey (sucre) had
been overvalued vis-a-vis the dollar, ¢reating tinancial
stress for many NTAL producers. In 1991, the exchange rate
improved somewhat for exporters, but financial instabilities
may undermine it again. Other economic policies also af-
fect NTAE producers in the 1990s. Getting credit is increas-
ingly difficult, imported inputs are subject to a 10-percent
tax, and fluctuations of market prices and trade barriers in
importing countries—aoutside of producerss control—have
eroded NTAL profits.

In the development of agroexport policies, most decision-
makers and investors have focused on maximizing growth
and foreign exchange earnings, responding to immediate
pressures from international finance agencies, while giving
relatively little consideration of sustainability and equity of
NTAEs. The implications of this orientation are discussed
below.




Main Types of Challenges in Latin America:

Figure 1: Production Challenges for an Exporter of Nontraditional Agroexport Crops
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IV. REPERCUSSIONS OF NTAE
PRODUCTION: BENEFITS, COSTS,
AND RISKS

Thc growth of NTAEs in Ecuador has generated not
only benefits, but also economic. social, and ecological
costs that need to be considered.

A. Economic and social benefits

1. Economic returns, investments, and diversification
The growth rate of NTAEs has been impressive. As Ta-
bles 2 and 3 show, this sector has generated substantial for-

cign exchange, reaching nearly $36 million in 1991, In
addition, the types of products exported and the number of
NTAEL producers have both increased significantly. As of
December 1991, some 124 kinds of nontraditional agricul-
tural products were exported. The total number of produc-
ers has not been caleulated, but PROEXANT serves about
400 clients, who represent less than half of the total. An-
other spin-oft of NTAE production is the formation of pro-
duction guilds or trade associations for NTAEs, which serve
the interests of the producers and exporters. Ecuador still
has fewer than twenty agroprocessing companies involved
in freezing, canning, or drying nontraditional exXport crops,
but the potential for growth is great.

Both foreign and national investment in NTAEs have in-
creased. Direct support comes from the Commonwealth De-
velopment Corporation and the International Finance
Corporation. (See Tuble 5.) The main investors in Ecua-
dor’s NTAEs are affluent entrepreneurs (both producers and
distributors) who have close ties to foreign capital.

2. Employment benefits and opportunities for women

NTAE growth also generates jobs, Many NTAE crops are
labor-intensive compared to other crops. For example,
flower production uses an average 204 person days per hec-
tare per year (as compared to 150 person days for potato
production, 31 for bananas and 44 per hectare per year for
coffee).* Nobody has comprehensively surveyed labor sta-
tistics in this sector. One evaluation by PROEXANT shows
a total of about 28,427 jobs in NTAE production as of 1992.
(See Tuble 6.) But some producers consider this estimate
low. The jobs in NTAEs enable many workers to acquire
new skills, especially in processing. Some of the workers
have their own small plot of land and work in NTAE planta-
tions for supplementary income.

A significant proportion of NTAE workers are women.
As indicated on the table, in 1991 an estimated 8,646 of all
workers (or 69.3 percent) in Ecuador’s NTAE production
were female. Preliminary appraisals in NTAEs show that

Table 5: Investment Generated - Nontraditional
Agroexports

Institution Beneficiary Sector Investment
{Million $US)

Private Sector Various Maquila 15

(oa]H] Exporter Fresh Flowers 8

cbc Exporter Fresh Fruit 2

IFC Exporter Wood 10

IFC Foundation Forestry 1

Total $36 milllon

Source: Trimestral Reports/PROEXANT, 1992



Table 6: Field Workers, Production and Export
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most of the women employed in NTAES are young (1.e.,
carly 20s), single, and childless. Managers scek these char-
acteristics among female job applicants, partly to avoid pay-
ing child-care and pregnancy leaves.?” Wages are low in
many arcas of NTAE production. But where the labor mar-
ket is tight, NTAE managers have raised wages to attract
women workers, and tend to pay higher than those in
charge of traditional plantations.™

Although women have traditionally produced food
throughout Ecuador, export plantations and processing give
Wownlen new opportunities in wage-based agriculture. Man-
agers interviewed prefer women laborers for this kind of
work. They say that women are better suited to and skilled
at pruning, harvesting, sorting, selecting, and packaging,
that require considerable dexterity. Also, studies hy certain
firms have shown that women are more efficient and pro-
ductive than men in this line of work. For example, a study
of a rose plantation showed that the average female worker
cut 4.5 flowers per minute, compared to 1.8 tflowers per
minute for males. In addition, some managers realize that
women are often willing to work for lower wages than men.
Managers interviewed in a comprehensive study of work
conditions further mention that women are “more
submissive, obedient, capable, and honest™ workers than
men in such jobs.*

To better understand the impacts of these jobs, itis help-
ful to consider how women spend NTAE wages: In prelimi-
nary appraisals of expenditures m Ecuador, women workers
interviewed said they spent their wages on food and house-
hold needs and occasionally clothing, and on children’s
health, education, and clothes. These same women reported
that their earning power increased their self-confidence, re-
speet from their tamilies, and their decision-making intlu-
ence in the household.

In sum, NTAE: have generated job opportunities, particu-
larly for women, and the growth ol processing plants could
further increase employment. However, more research is
needed to assess the impacts of employment on workers’
well-being,

B. Socio-economic costs
and inequities

The NTAE development strategy also entails risks and
costs that require attention. Some of these social costs are
hard to quantify, but it is nevertheless important to ask who
benefits from NTALs and whether NTAES contribute to
broad-based and sustainable socio-economic development
for the majority of Ecuador’s people.

The most significant social concern of the NTAE strategy
is inequitable distribmtion of benefits from NTAE growth,
Since nontraditional export and production in Ecuador is
carried out largely by entreprencurs with substantial capital,
resources, and connections to foreign markets, the main
beneficiaries are often industrialists, bankers, and other
businesspeople, using NTAL investments to diversify their
portfolios. Although the NTAE farm sizes are rarely large,
very high investments are required. Poor farmers in Ecua-
dor with small holdings have great difficulties competing in
the NTAE market, with its numerous entrance require-
ments, including high investment, sophisticated technology
and information, complex transport and marketing linkages.
Constrained by lack of access to credit, technology, and in-
formation, they are usually unfamiliar with the crops priori-
tized by PROEXANT. Few of them have access to
PROEXANT services for NTAEs because thev cannot pay
the fees to get these services. (A producer must pay at least
$100 for the initial membership fee to FEDEXPOR and $25
per month.)

An exception is the involvement of simall-holders in Ecua-
dor’s NTAEs is in quinoa production, through contract farm-
ing. In the highlands, a dozen small farmers produce quinoa
and sell it to a large and successful producer/exporter called
INAGROFA. This company rents land to small producers
and also buys quinoa from larger producers and has its own
quinoa plantations. But most small farmers lack such oppor-
tunities in Ecuador. Most NTAE entreprencurs, banks, and
PROEXANT directors consider contract farming too risky,
they do not encourage small-tarmer involvement. Few coop-
eratives of small farmers have been organized for NTAE
production in Ecuador, though they have in Bolivia and
Guatemala™ (where farmer organizations and cooperatives
have ditferent capacities.) If Ecuador’s NTAL growth con-



tinues along current lines, poor producers will remain out-
siders in this business. This situation raises doubts about the
social sustainability of NTAES.

Although NTAESs have produced new jobs, several labor-
related problems are also evident. Many jobs in this sector
are insecure, sporadic, and unpredictable—Ilike most tempo-
rary and seasonal work. A significant proportion of the la-
borers fack legal contracts and employment benefits.
Morcover, fluctuations in market demand mean that, at
times, very few worners are required, especially in fruit and
vegetable processing. BDuring most of the year, processing
plants operate far below capacity. because the supply of raw
produce 15 Tow, so much of the fabor force s idle. But when
market demand is high—for instance. during holiday sca-
sons for flower production-—workers must work nights,
weekends, and double-shitts, sometimes in violation of la-
bor faws. Furthermore, workers in Ecuador are rarely union-
12ed and are discouraged from organizing: so it is difticult
for them to work togethier to negotiate changes.

Labor conditions in NTAEs create particular problems for
women workers. ! (See Box 5.) Recent studies of planta-
tions and processing plants show that women sometimes re-
cerve fower wages than men ror simitar work and that they
wark fonger hours, recetving no extra pay for overtime

hours. The large majority of these women laborers are bur-
dened with “double-day™ demands; that is, after a full day’s
work out of the home, they must complete household
chores at home, with {ittle help from men.** When women
work double-shifts during peak seasons, some children
must be leftat home alone; and few companics provide
child care. In NTAE processing factort s, many women
have suffered trom health disorders in their abdominal or-
gans, provoked by standing long hours on hard floors.??
Violations of Ecuador’s minimum wage law have been re-
ported in some NTAE plantations, especially vis-a-vis

women.

NTAEs are not the only export crops plagued by these la-
bor-related concerns, but the instability and insecurity of
the NTAE market can exacerbate the problems. Such pat-
terns, along with health risks from chemicals discussed be-
low, raise questions that require immediate attention.

C. Environmental impacts and their
socioeconomic repercussions

NTAE production depends upon and affects natural re-
sources, including soils, water, and plants. The specific en-
vironmental impacts of NTAEs vary with crops, agricultural
technologies, and agroccological conditions. However, sev-
eral general types of adverse impacts impair productivity,

A comprehensive survey of 120 women workers in NTAE busi-
nesses (80 in plantations and 40 in processing plants) undertaken by
CEPLAES (Centro dc Planiticacion y Estudios Sociales) in late
1993 reveals useful information about women working in this con-
text, their labor conditions. and the impacts of this work, The major-
ity of the women are very young; in processing plants, 73 percent
are younger than 24 years and in the plantations 60 percent arc
younger than 29 years. About half interviewed (45 percent in planta-
tions and 55 percent in processing plants) are single. About half of
the women did not have any other wage-carning job before starting
this NTAE work. Most of them are using their carnings to supple-
ment family income; the majority belong to families that have small
subsistence farms (i.c., inostly under one hectare).

Some 70 percent of the women in plantations earn monthly wages
between about $33 (i.c., 66,100 sucres, the minimum wage) and
367. In processing plants, morthly carnings for the majority are be-
tween 368 and $101. But .nanagers rarely pay fixed salarics; they
vary the payment arrangements, sometimes paying on a daily or
weekly basis and at other titnes on a basis of the job completed
(¢.g., per bag of vegetables picked). In addition, 80 percent of the
women in NTAE plantations and all of the women interviewed in
processing plants work extra over-time hours in their companies.
The frequency of overtime working is high; and 15 percent of them
work overtime two or three times per week. Overtime work is par-
ticularly frequent among single women. Yet. few are paid extra
wage for this overtime work (as legally required).

These women lack basic labor rights and benefits. Of the 80 inter-
viewed in plantations, 56 percent receive none of the benefits speci-
fied in the labor law (such as social security and health benefits),
and of the 40 women in the processing plants, 20 pe cent do not
have any kind of benefits. The law also requires maternity leave
with pay for three months before or after childbirth, and also re-
quires that women workers be given time off for nursing babies (15

BOX 5: Women Workers in NTAEs: Labor Conditions and Impacts*

minutes for cach hour of work) for a year after birth. However,
none of the women intervicwed is given this time off with pay. Fur-
thermore, the women consistently lack knowledge about their labor
rights and benefits. A surprisingly high percentage of women—80
percent in plantations and 60 percent in processing plants—do not
have any labor contract. Three months is the common duration of
contracts for the few workers who have them. In most cases, the la-
bor relationship is established through an informal oral contract.

Worker organizations or unions do not exist in the many NTAE
companies included in this survey. The NTAE owners cmphasize
that the workers must not become involved in worker organization
or try to form onc. Anybody caught trying to do this is fired. The
majority of the women interviewed (58 percent in plantations and
60 percent in processing plants) think that they have no possibility
of advancing within their companics. Women's positions are low in
the hicrarchy. The majority say that promotions are not possible;
higher positions arc reserved for men only.

The women generally spend their carnings on food, health, and edu-
cational purposes. The single women have slightly more varied ex-
penses, such as clothing or savings; but they also generaily
contribute their carnings to basic family nceds. Most also maintain
control of their own income. The large majority of the women in
this survey undertake demanding domestic tasks and child care, and
expressed concern about the physical and psychological pressure
this places on their lives.

In spite of problems in the labor conditions, about 60 percent say
that they do not want to stop working in wage-carning jobs. How-
ever, the large majority (about 85 percent) said that they would like
to change the particular kind of work that they do, if it were possi-
ble. They expressed preference for artisanry, sewing, or sales; and
many young single women said they would prefer to study to get
into better positions.
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health, and ccosystem functions. Some jeopardize produe-
ers” profits, while others are “external™ costs to society.

L. Pesticide Use and Repercussions

Asurvey of 54 growers and 104 workers in 1991 re-
vealed that for most NTALS crops. producers use high vol-
umes of pesticides. Many kinds of pesticides, including
nematicides (for controlling nematodes). insecticides (for
aphids and other insects), and tungicides (for diseases) are
applied on a regular basis. The producers surveyed consider
intensive chemical use essential for meeting the phytosani-
tary standards, quality requirements, and yield goals for for-
ciga markets. Consumers' demands for “blemish-free”
produce is a particularly strong inducement to use chemi-
cals heavily. Another influence is the greater susceptibility
of monocultures in NTAL plantations to pests and dis-
eases. 0 Pesticide inputs are especially high on such perish-
able crops as flowers, pineapples, mangoes, and
strawberries, which are subject to stringent quality controls,
The production of crops for canning or processing, such as
“industriad-grade™ tomatoes for making tomato paste,
usually requires less pesticides, since these foods need not
look “perfect.” The survey contfirmed that 63 percent of the
arowers spray chemicals prophylactically —before pest out-
breaks oceur. In contrast, only 22 percent spray once the
pestappears. Growers also apply with high frequency: 29
pereent of the total apply pesticides 10 to 20 days per
month; and the rest apply between 5 and 15 days per
month. Producers are generally aware of standards concern-
ing permitted products and residue tolerances in the ex-
ported products. but they do not have capacity to monitor
residue levels. This happens when the produce enters the
markets of the importing nations.

In Ecuador, NTAES produced organically or under Inte-
grated Pest Management (IPM) methods (that is, the use of
a combination of pest-control methods and minimal use of
chemicals) have been tried only experimentally and on a
very limited commercial basis so far. None of the producers
surveyed use economic threshold assessments, which are
central to the IPM approach, to determine how much pesti-
cides to apply. Although organic NTAES are increasingly
grown successtully in Central America, Ecuador’s produc-
ers are not investing in such alternatives, partly because
they lack information and experience.

Farm managers interviewed generally rely on instructions
from pesticide salespeople or product labels, and training
for pesticide use has been minimal. Among the technicians
interviewed, 28 percent received no training, 18 percent
learned from pesticide salespeople. 29 percent learned from
the distributors or buyers, Tt percent learned from private
institutions, and 16 percent from state institutions, they re-
ported. Most know about the phytosanitary requirements
for their crops and use chemicals in the hope of keeping
products pest- and blemish-free. However, the survey and
observations reveal that workers rarely take adequate meas-
ures to insure their own safety and protection of the environ-
ment and rarely receive instructions on the risks of and

safety measures for chemical use. Nor do most technicians

and supervisors provide safety equipment to workers.*’

Thus, though pesticides can help to curb losses in the short
run. they also have multiple costs, especially if they are
used improperly:

a) Direct costs: Pesticides are expensive, representing a
significant proportion of the total costs of inputs. For exam-
ple. one average flower producer interviewed spent an esti-
mated $30,000 per year per hectare on chemical inputs,
which was over half of the total production costs.** In an-
other estimation of tlower production, $18,913 (about 35
percent of operational costs) was spent in one year on agro-
chemicals, and of this, 30 percent was for fungicides and in-
secticides. ™ All of the chemicals are imported and taxed.
Also, inadequate adjustment and maintenance of spray
equipment commonly results in wastage, which raises costs.

b) Residues: When pesticides are apnlicd excessively or
too close to the harvest time, the residues accumulate in
foods indevels that exceed the tolerance standards estab-
tished by the governments of importing countries. Since
residues pose health hazards to consumers, the entire ship-
ment of the product is rejected when violations are de-
tected, resulting in sertous financial losses to the producers,
Few Ecuadonan exports have been rejected for this reason.
Thoughnone of the interviewees had experienced this prob-
lem, U.S. Food and Drug Administration records showed
that Ecuadorian products were rejected for containing exces-
sive pesticides 10 times in the U.S. ports between 1985 and
1992, In 1992, strawberries containing chloratolonil above
tolerated levels were rejected, and in 1990, string beans with
excessive amounts of methamidaphos and pirimiphos were
found.*” Additional violations have occurred in European
ports as well,

Ecuador’s residue problem in NTAE products is far fess
serious than that of Guatemala, Costa Rica, Chile, and a
few other countries, which have experienced hundreds of
violations and rejections of snow peas and other NTAE
crops shipped to the United States, worth millions of dol-
lars. (For example, 510 shipments of Guatemalan NTAEs—
mostly snow peas—were found in violation of pesticide
standards in 1992, mainly due to clorathonil residues, and
there were 19 violations in 1990.31) Yet, this residue prob-
lem poses a signiticant risk to Ecuadorian exporters and it
will probably grow more serious as NTAES expand under
present patterns. Most producers interviewed voiced con-
cern about this risk, especially farmers with small or me-
dium-sized operations who find it harder to respond to risks
than to farmers with better access to information, capital,
and technical assistance .’

Pesticide residues may also pollute the environment, par-
ticularly water sources, soils, and vegetation, This contami-
nation can raise costs for producers or engender social
costs, though most are never calculated. Several of the ana-
lvsts and producers interviewed stated that pesticide pollu-
tion of water is a problem in NTAE production, but the
extent of the contamination has not been measured in
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Ecuador, where technological capacity for residue monitor-
ing is limited.

¢) Resistance: Another negative impact from the contin-
ual use of pesticides is pest resistance. Through genetic se-
lection, pests evolve to tolerate the toxic impacts of
pesticides over time. As pesticides become ineffective, high
ceonomic losses ensue. Farmers then become trapped into
increasing pesticide inputs in the attempt (o regain control,
The process is aceelerated if pesticides are used exces-
stvely, orif one product is used season after season. Resis-
tance is sometimes accompanied by the death of natural
pest enemies, leading to outbreaks of secondary pests. The
resulting “pesticide treadmill”™ has affected many agroex-
port crops in Latin America.®? In the survey of NTAE grow-
ers in Ecuador, very few reported battling pest resistance so
far. But few possess the knowledge needed 1o deteet the
problem and resistance takes several SrOWIng seasons to
build up, so this problem is likely to become increasingly
serious as long as chemical-intensive methods remain
prevalent.

d) Health Hazards: Harm and hazard to workers' health
are prevalent and growing impacts from pesticide use. In-
creasing rumbers of people are being exposed and im-
parred, and increasing numbers are suffering both acute
poisonings and chronic damages. (See Figure 2.) Mosi of
the victims are agricultural workers in NTAEs—the poorest
of those involved in NTAE production. Usually provoked
by direct exposure to toxins, acute poisonings can bring on
vomiting, fever, vertigo, diarthea, delirium, muscular con-
vulsions, neural damage, or even death. The number of
acute pesticide poisonings in Ecuador’s NTAE sector is not

.

knoswn, but descriptions from farmworkers in the survey
and other studies provide evidence of occasional poison-
ings. Chronic effects include headaches, allergies, dizzi-
ness, dermatitis, blurred vision, or carcinogenetic disorders
that emerge over years. In the survey of workers, 62 percent
said that they had suffered health disorders from exposure
to pesticides while working. Of these, almost 25 percent
had experienced more than three symptoms, and 36.5 per-
cent experienced two to three symptoms, while the remain-
tng 10.5 percent had singie symptoms, often headaches.
These problems are particularly serious in flower produc-
tion because highly toxic nematicides such as Temik (aldi-
carb) and Nemacur (fenamifos) are widely used, because
the closed hot greenhouses intensify the risks to chemicals,
and because most managers have relatively little concern
about residues. Althoegh Temik was banned in Ecuador in
late 1991, it was still used in flowers as late as 1993 because
growers value this product’s effectiveness over worker
safety. Even workers who do not spray the chemicals can be
harmed by working in the chemically-saturated environ-
ment. Flower production managers sometimes withdraw
ficld workers after spraying, but only for 30 minutes—an in-
adequate waiting period. Many workers not only report
symptoms of low-level pesticide toxicity, but also show
clinical signs monitored through blood tests.™ In a study
cited by Blumberg, blood tests of about half of the workers
in one large lower firm showed declines in the choli-
nesterase levels of 27 people, to 30 percent below normal,
indicating risks of short-term health damage and potentially
long-term Kidney or liver damage, according to physi-
cians. ™ Of these 27 people, 23 were women. According to
studies by Fundacion Natura, blood analyses of workers in
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flower plantations also indicate that workers face signifi-
cant health risks from pesticides.®

These health impacts not only cause sutfering; they also
lower the workers” productivity. Many of the victims need
intensive medical treatment that they cannot get or afford.
Women are particularly vulnerable to both acute poisonings
and long-term damage from toxic pesticides because
women's reproductive systems and other organs are intrinsi-
cally more sensitive than men’s.’” Such health problems are
likely to increase if production methods are not changed.

e) Sum of pesticide impacts: Together. these actual and
potential problerns from intensive pesticide use create costs
that are often ignored. Were these costs fully accounted for,
the economic returns trom the chemicals would Took less fa-
vorable. Economie Tosses from pesticide-contaminated
foods are particularly threatening and show how excessive
pesticide use s self-defeating. Given these problems, 9/
percent of supervisors interviewed expressed interest in re-
ducing pesticide inputs.

The proximate causes ol the pesticide-related risks and
problems often cited are unsafe or exeessive use of prod-
ucts, users” lack of knowledge and training on the dangers
and application measures, and the absence of appropriate
cquipment. However, it would be wrong to blame the applh-
cators, The more fundamental causes are the falure of agro-
chemical distributors and managers to provide full
information and protective equipment to workers and tiie
prevalent features of NTAE production itseft—nparticularly,
pressures to maximize short-term returns and to produce
high-quality cosmetically “perfect” produce and heavy reli-
ance on agrochemicals. In many cases, credit agencies and
trutt/vegetable brokers require producers to use pesticides
and other specified production technologies as an obliga-
tion to receive credit; and these pressures are additional mo-
tivations for heavy chenucal inputs.

2. Land-use, erop diversity, and food security:

The growth of NTAES has inevitably involved changes in
the use of Tand, soils, and resources. No comprehensive as-
sessment has been done to determine the land use before
NTAEs. Preliminary appraisals suggest that forest cover has
been cleared for NTAES ina few areas. More commonly, di-
verse subsistence crops or foods for local markets give way
to new crops. These Tand-use changes may reduce food
availability locally and therefore could hinder food security,
but rescarch s needed to determine exactly how NTAE pro-
duction affects local food consumption and nutrition ™

The use of chemical fertihizers in NTAES 15 widespread
and high. All of the supervisors interviewed said that they
regularly apply chemical fertibizers. Some 93 percent said
that they also icorporate organic matter into the soil. The
heavy use of chemical fertilizers has reportedly led to water
pollution from runotf in some areas, posing risks to water
users,™ though how often is unknown. Measurements of
soil erosion in NTAE farms hive not been completed, but

erosion appears to be a problem in some places where pro-
duction takes place on steep slopes.

Other resource-related impacts arise from changes in crop
diversity and species. The conversion to NTAEs often en-
tails a switch from diverse polycultural systems to monocul-
tural systems. Only 30 percent of those surveyed said they
rotate crops, and only 23 percent said they used intercrop-
ping. The percentages are even lower in the coastal areas,
As required by Northern markets, standardized foreign va-
ricties and uniform genetic stock are used regularly. Al-
though the loss of crop diversity and the introduction of
exotic species can boost production efficiency and simplity
marketing, they can also increase ithe agroecosystems’ vul-
nerability to pests and discases, as well as increase the eco-
nomic risks of farmers who grow a single species. FFor
exairple, when strawberries from Europe were introduced
in Ecuador, the entire crop was wiped out during the second
growing season in the highlands, by a discase unknown to
experts from Ecuador, Europe, and the United States
brought in 1o analyze the situation.® Producers had to
switch vareties to deal with the problem.

D. Other socioeconomic challenges
and uncertainties

Various problems are pereeived as priorities in the NTAE
sector. In the survey in the highland region, nearly half of
54 farm managers interviewed said that pests and discases
were the main source of losses in production, in spite of the
heavy use of agrochemicals. Losses to pests usually top
those from any other factor. Bad weather (noted by 26 per-
cent of managers surveyed), market fiactors (noted by 17
pereent). post-harvest handling (9 pereent), and transport
problems (2 percent) can also take an ecconomic toll. Others
interviewed outside the survey consider inadequate post-har-
vest transport systems, lack of refrigerated storage, and dif-
ficulties in meeting market demands key constraints too.

These constraints raise questions about Ecuador’s institu-
tional and technical capacities tor sustaining NTAE produc-
tion and marketing. Some investors and policy-makers
interviewed believe that NTAE'S economic sustainability
depends Targely on maintaining profitability and building a
supportive policy environment and marketing services for
NTAE growth. Although these changes are taking place to
some extent, transport systems, technologies, and technical
services st remain underdeveloped. Current services for
NTAEs are largely dependent on foreign aid. Tt is question-
able whether this support can be maintained, given rising fi-
nancial limitations.

Another vital concern about the NTAL strategy is the wi-
certainty in the international market and demand for NTAE
products. Indeed. the NTAE strategy has been described as
“legal gambling."®! Some producers subject to increasing
competition for narrow market windows will inevitably get
squeezed out, and though some market studies suggest that
Northern demand for NTAEs will increase,® the market
may not grow enough to absorb all the new supplies. Eco-
nomic recession in the North, as well as changes in
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consumers” tastes, can reduce the demand and thus limit op-
portunities. Many of these crops are “trendy™ luxury
toods—especially susceptible to instabilities. Morcover,
USAID and other agencies are promoting the same NTAE
crops in many other countries, so market saturation is a
risk. The effects of possible changes in trade policies, such
a8 GATT (General Agreement on Tariffs and Frade), are
also uncertain: although the decline of trade barriers is
likely to open up new opportunities. whether these changes
will lead to equitable and sustainable growth for the rural
population of Ecuador and other South American countries
remains a question. Demand tor NTAEs in local markets
and in other parts of the region is very low and is unlikely
toincrease substantially since few crops mateh local dietary
preferences and since those nontraditional crops sold in
Fcuador have much lower prices than in export markets.

‘The recognition of these uncertainties, costs, and dilem-
mas points to the need for measures to ensure equity, sus-
tainability, and socioeconomic viabitity in any NTAE
strategy.

V. DISCUSSION AND IMPLICATIONS

A. Overview of central dilemmas

‘This preliminary analysis of the characteristics and im-
pacts of NTAEs in Ecuador higlights opportunities and chal-
fenges faced by producers, exporters and policy-makers in
North and South. It also shows how cconomic production,
ceological factors, and social conditions are interlinked.
The overall benefits and costs of NTAEs cannot be quanti-
ficedd, given the remaining unknowns. But it is certain that
the NTAL strategy entails significant risks as well as bene-
fits. Growth of this sector along current lines probably can-
not tultill the needs of the majority of rural Ecuadorians.
Currently, most benefits are being reaped by relatively few
companies, and very few resource-poor farmers can meet
the entrance requirements of NTAE production.

These socioeconomic and environmental predicaments
have also dampened NTAL production in other countries.
such as Mexico and Central American nations. In Guate-
mala, for example, many small farmers producing NTAEs
have been squeezed out of the market by larger producers
and have borne high losses when their produce shipments
have been rejected for violations of residue standards,®?

‘The proximate causes of environmental and socioeco-
nomic problems in this sector often include lack of informa-
tion or capital. However, the roor causes are generally
associated with inequitable agrarian structures . the intrinsic
features of NTAE production, along with unstable interna-
tional market conditions and skewed development policies.
By neglecting these root causes and focusing cxeessively
on short-term maximization of export carning, agricultural
policy-makers and development agencies and policies may
be sacrificing the future of the majority of Ecuador’s peo-
ple. Although wage earnings from NTAE production heip
some families boost their income and purchasing power, the

“trickle down” effects appear minimal, local food produc-
tion still stagnates. and hunger and insecurity among the
majority of rural people continue to grow.™

These dilemmas raise concerns about the future of this
sector: Should development agencies continue funding this
strategy, in view of other pressing social needs and the prob-
lems with NTAEs? Could the benefits of NTAE growth be
spread more widely? Can support for export growth be-
come better balanced to ensure that sufficient attention is
given to local food security needs for the majority of the ru-
ral poor? Even if the private sector can sustain NTAE
growth independently, these unanswered questions remain
as critical challenges.

B. Emerging responses

A few of the concerns identified here are being addressed
by PROEXANT and other institutions. For example, PRO-
EXANT (supported by AID) and government agencies are
attempting to improve economic capacities for NTAE mar-
keting through promotion programs. changes in export regu-
lations, and the provision of information and services.
Some officers in PROEXANT and in AID have begun to
raise questions about NTAES" sustainability as well. PRO-
EXANT's project on plant protection and pesticide/pest
management includes such activities as training seminars
on pesticide precautions and experiments in the use of bio-
logical control methods. APHIS from the United States and
the Plant Protection Division of Ecuador's Ministry of Agri-
culture are assisting these efforts. A few other agencies and
private companies, including FUNDAGRO’s organic agri-
culture project and LATENRECO, are also developing bio-
logical control methods, such as trichogramma, for
nontraditional crops. Production of organic NTAEs is also
being rescarched and tried by the FUNDAGRO project,
which has enjoyed considerable success in experimental
plots.

Although these efforts are important, alone they cannot
meet the urgent needs in this context; the lack of attention
to environmental and social impacts may jeopardize authen-
tic socioeconomic development gaals feeding poor people
and ensuring environmental health.

C. Impilications for policy changes,
actions, and research

To avoid the negative impacts of NTAEs and to make ag-
riculture in Ecuador more sustainable, government institu-
tions and the private sector in both the United States and
Ecuador will have to make comprehensive changes in agri-
cultural development strategies, addressing the root causes
of the problems and will also need to coordinate their ef-
forts in this context. Environmental policies and measures
canaot be separated from production and economic poli-
cies; rather they must be linked together.
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1. Policy and institutional reforms

Although policies increasingly favor the expansion of
NTAESs, additional policy and institutional reforms will
help minimize the adverse social impacts of this course of
action, support local food needs, and make agriculture more
sustainable.

Both policy dialogue and decision-making on agricultural
development need to involve a broader cross-section of in-
terests. Currently, a narrow range of institutions participates
in NTAE decision-making. Absent are representatives of en-
vironmental NGOs, public sector environmental agencices,
workers' associations, small farmers” associations, public
health institutions, and agroecology programs. Including
the interests and ideas of all parties directly atfected or inter-
ested in this field will help transtate concerns about social
and economic sustainability inte policy changes.

More specifically, the following policy reforms can help
to mitigate negative environmental impacts and build sus-
tainability and cquity of agricultural production:

o improved enforcement of pesticide policies and labor

laws:

¢ incentives for farmers to adopt nonchemical pest control,

soil conservation, and agrotorestry:

removing subsidies for using high-chemical-innuts;

e NTAE marketing services geared to meet the needs of
farmers who have little land and capital;

e consistency and clarity of standards tor residae tolerances
and phytosanitary requirements;

e regulations to assure access and security of land tenure

and resources for small holders;

effective environmental impact reviews tor agricultural

policies and activities: and

e policy support for meeting local food needs, and to
improve food security and nutrition needs of the poor and
to balance current support for exports.

LEconomic policies affecting NTAESs also need to be re-
formed. FFor example, credit policies and import/export tar-
iffs should be reformed 1o reduce risks and to increase the
stability and equity of market opportunities for NTAE pro-
ducers. Since such potential changes raise complexities and
trade-ofts that cannot be resolved easily, determining the
specific reforms requires detailed analyses—outside the
scope of this paper and that should be taken up in participa-
tory discussions.

Some of these macroeconomic pohicy changes must be
made by policy-makers in the United States and other im-
porting countries. For example, the United States should
promote sustainable farnung practices. racluding integrated
pest management and minimal use of chemical inputs in
NTAESs and other crops, relax esthetic standards to reduce
pressures for high inputs of chemicals, support market op-
portunities and dissemination ot information on organic
markets, and develop policies to improve local food produc-
tion and alleviate hunger. North American consumers also
need to relax their demands for esthietic perfection of prod-
ucts and buy organic products. which could help relieve

pressures for chemical-intensive inputs abroad. Public edu-
cation can help inform consumers that their buying habits
have social impacts overseas and that “perfect-looking” pro-
duce does not have higher nutritional value and, in fact, gen-
erally has higher chemical content.

To implement appropriate changes in NTAES and enforce
policy, institutional capacity-building is needed in minis-
trics of agriculture, labor, and health. Better coordination
among institutions working on environmental, agricultural,
and social issues is essential. Reliable extension services
are especially needed for farmers with few or modest re-
sources. Extension programs that contribute to sustainabil-
ity and productivity gains, such as soil conservation and
IPM. should be carried out not only by PROEXANT, but
also by the public sector, Current extension capacities also
will need to be strengthened, which will require additional
resources and the development of participatory approaches
for farmer-extension interactions. At the same time, agro-
chemical companies should be required by law to give
tarmers and workers full information and technical assis-
tance services related to the chemicals they sell.

2. Initiatives and reforms
The following initiatives would also help reduce negative
impacts and improve opportunities in NTAE production:

a. Training & education on sound NTAE production

Educational opportunities for short-term training and
courses on farming practices can help make agriculture
more productive and sustainable. Al NTAE farmers and
managers, cooperatives, workers, extension agents, and in-
put suppliers need such programs, and all managers sur-
veyed want training in pest control and pesticide use.
Although PROEXANT sponsors some training seminars,
more opportunities are needed for small-holder farmers and
workers; and universities, NGOs, and the private sector also
need to contribute to training programs. Four priority issues
in NTALE training are:
o the management of pests and pesticides (especially
Integrated Pest Management);

¢ sound land use, based on fand-use planning, sustainable
tillage methods, intercropping. crop rotation, and soil
conservation methods, such as use of cover crops, mulch,
and manures;

o other agroecological principles and organic practices,

including water and nutrient management;

¢ post-harvest management of products and guality control.

b. Cooperatives and market services for small farmers

Initiatives are needed to increase opportunities for small
holders in NTAEs. Although experience shows that these
small farmers can produce NTAES efticiently and profitably
through contracts or coopetatives, in Ecuador more efforts
are needed to form cooperatives, community farmer associa-
tions, and marketing/collection centers. Measures are also
needed to extend credit and technical services to them. Bi-
ases that impede small farmers, such as membership
charges by PROEXANT, should be ended.



c. Workers’ rights, security, and health

Actions are also needed to ensure that workers' rights are
respected, that jobs are secure, that workers” health is pro-
tected, and that wages are fair. Effective enforcement of ex-
isting labor laws is a major part of this challenge. In
addition, organizing among workers can sometimes help to
improve workers® negotiation and bargaining capacities and
can help the collective labor force to address these issues
constructively. Such ambitious changes are difficult to
achieve given current impediments to worker rights and un-
tons in Ecuador, but are imperative to ensure that new jobs
in NTALS are secure and benefit more people.

d. Participatory approaches and empowerment

Direct participation of local groups and famers is also es-
sential in the development of sustainable agriculture.
NGOs, community groups, and tarmer associations are
emerging throughout Latin America, with strong capabili-
ties as well as urgent nceds for improving production, Such
groups must not be left out of new ceonomic grow  strate-
gies. The society and economy will benefit if they fain sup-
portand full involvement in decision-making and in the
process of agricultural development,
¢. Crop diversity and organic NTA Ly

When decisions are made on priority crops for NTAE pro-
motion, more attention needs to be given to the adaptability
of the crop to the local environmental conditions and local
farmers” familiarity with those crops. o increase possibili-
ties for small holders, it makes sense to focus on crops that
they have traditienally produced—such as quinoa and toma-
toes-—often with hittle or no chemical inputs, and that also
are desired by Northern consumers. Crop diversity within
NTAL prantations should he encouraged to reduce reliance
on monocultures that are subject to fluctuating demands
and prices. In particular, the expansion of organic products
for export has great promise, so market research and experi-
mentation on high-value organic products is likely to
pay oft.

[ NTAE processing

Capital, technological changes, and improvements in in-

frastructure are needed to develop capacities for processing

mission of USAID.
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NTAESs, especially for pineapple, tomatoes, and other fruit
produced mainly for canning and juicing. Subject to less
strict requirements than fresh fruit exposts, processed fruit
requires lower inputs of chemicals in production, and waste
would fall oft dramatically if fruit could be exported
canned. The development of processing plants would also
generate new jobs, and support rural businesses.

3. Research gaps
As this report shows, many gaps remain in the under-
standing of NTAE impacts. characteristics, and potential.
As production of NTAEs grows, data on many aspects must
be improved. Several research priorities have emerged from
this analysis and from multisectoral workshops in Ecuador:
® Impacts of pesticides and the role of Integrated Pest
Management methods for NTAE production;
® Production practices and markets for organic products;
® Worker health/risks (especially for women) in NTAE
production and processing;
* Disiribution of land and economic benefits of increased
NTAL carnings and foreign investment:
* Impacts of contracting arrangements for small-holder
involvement in Ecuador's NTAEs: and
e The eftects of trade liberalization policies on the
practices, resources and well-being of the poor.

D. Challenges for the future

The Ecuador case provides general lessons about the
problems and promises of NTAEs. It also illustrates dilem-
mas confronting export-oriented economic policies more
generally. Reforms and actions like those identified here
may help other countries avoid impediments and weak-
nesses in the NTALE sector. A more fundamental change in
the prevailing agricultural development paradigm may also
be required to generate lasting social and economic benelits
in rural development strategies. Integrating environmental
sustainability and equity concerns into agriculture is crucial
to the productivity and viability of any development
strategy.
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Note

This Center Bulletin reports the findings of preliminary tield research and participatory workshops in Ecuador, as part of a project
on “Environmental and Social Challenges of Nontraditional Agroexport Policies in Latin America.” This project is being
undertaken collaboratively by the Sustainable Agriculture Program of the Center for International Development and Environment
of WRI and the Universidad San Francisco de Quito, along with the Centro de Estudios y Planificacion Economica y Social, the
US Agencey for International Development, and other organizations.

As part of this project. proceedings from workshops on this subject have been published in a book entitled: Desafios en ta
Agroexportacion Notradicional: Impactos Ambientales y Sociales, edited by William Waters, published by WRI and USFQ,
Quito, 1993, This book is available through USFQ in Quito or WRI in Washingten DC. Additional field work is being carried out
in 1994 in Ecuador, Guatemala and other countries; and results will be published in a WRI research report in late 1994,

ACRONYMS
APHIS Animal Plant Health Inspection Service (in USDA)
CFN Corporacion Financiera Nacional
FDA FFood and Drug Administration of the United States
FEDEXPOR Federacion Ecuatoriana de Exportaciones
IDB InterAmerican Development Bank
IPM Integrated Pest Management
IS1 Import Substitution Industrialization
NGO Nongovernmental Organizations
NTAEs Nontraditional Agricultural Exports (NTAX is another acronym used for the same term)
NTE Nontraditional Export
PROEXANT Promocion de Exportacidnes Agricolas Notradicionales
USAID United States Agency for International Development

USDA United States Department of Agriculture
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APPENDIX

Figure A. Trends in Non-Traditional Agricultural Exports (NTAES) in Latin America & the Caribbean
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Figure B. Trends in Traditional and Non-Traditional Agricultural Exports in South American Countries
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