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SYNOPSIS

Despite a successful process of economic growth in Chile principally engineered by a
dramatic rise and diversification of primary exports since the late 1970s, rural poverty is still
a widespread condition throughout the country; nearly 40 per cent of the rural population are
affected by this condition. From a geographical perspective, rural poverty in Chile is a
complex result of different intervening factors. The adoption of outward-oriented strategies
of development since the mid-1970s has initiated some new trends that have adversely

affected a significant segment of the rural population.

Thus, one of the results of the socio-productive change, which can be observed in the
Chilean countryside, is a growing number of landless peasants and an aggressive market for
agricultural land. New lands have been required for the expansion of export-led primary
resources, notably agricultural and forestry. In parallel, the developing of a seasonal
structure of labour demand has become an additional constraint affecting the rural labour

force and the quality of life in rural areas.

Within the institutional framework of the government rural problems have been largely
perceived as a responsibility of the Ministry of Agriculture. However, usually the main
difficulties affecting rural population are not only related to productive concerns but they are
also associated with a wider number of inter-sectoral constraints (e.g. availability and access
to housing, social services and infrastructure, to grass root organisations, to culture and

recreation among others). So, any attempt oriented to increase rural development transcends

unisectoral policies.

This study has three main general aims. First, it attempts to explore the background to rural
poverty in Chile in a national and international context. Secondly it examines the regional
evolution of agriculture in a highly-competitive framework. In this context, a comparison is
made of a region that has been transformed by export-led agriculture with a region whose
products have not been competitive internationally and, indeed, have found it difficult to
remain competitive in the national market. Thirdly, it pretends to present and evaluate an
intersectoral attempt by the democratic government of President Patricio Aylwin to alleviate

rural poverty through better organisation and coordination of ministerial responsibilities



dedicated to rural areas. The vehicle for improving horizontal coordination was the
Interministerial Commission for Rural Development-CIDER. The regional focus was the VII

Region (Maule), a region that had not benefited from export-led agriculture.
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Chapter 1. Introduction

Although theoretical perspectives can provide a valuable context with respect to
socio-economic change and their spatial implications, the final geographical outcome in any
particular country is highly influenced by its national, regional and local features. The
requirement of gathering data concerning holistic socio-geographical processes at these
different spatial levels is not only relevant for establishing a more accurate diagnosis of the
geographical evolution at the macro- ,meso- and local-scales, but also for the policy-making
process. This thesis attempts to link diagnoses of agricultural restructuring in Chile with the
need for generating national polices and frameworks to better coordinate rural development

and alleviate rural poverty.
1.1. Aims of the Thesis
This thesis has three main aims:

a) It proposes to characterise and explore the background of rural poverty in Chile by taking

into consideration national and international factors.

b) It intends to identify socio-geographical patterns at the regional level that have resulted
from the insertion of the agricultural sector in a highly competitive national and

international framework.

c) It aims to presents, discuss and evaluate an intersectoral attempt by the democratic
government of President Patricio Aylwin to confront rural problems of poverty through
a better horizontal coordination of these ministerial responsibilities dedicated to rural

areas. The vehicle for this purpose was the Interministerial Commission for Rural



Development
1.2. Objectives

The main objectives that will be pursued in order to fulfil the previous aims are the

following:

1.2.1. Analysis of the socio-geographical manifestation of poverty in the rural areas of the
country

At an aggregate level nearly 40 per cent of the Chilean population was affected by poverty
in the early 1990s. Proportionally this problem was higher in rural areas than in urban ones.
From a geographical perspective rural poverty in Chile is the complex result of different
intervening factors. Poor people in the different regions of Chile are affected by different
constraints and challenges that need to be faced in order to allow them to improve their social
conditions. The complexity of poverty in rural areas makes it extremely difficult both to

identify and implement public policies oriented to overcome the needs of the rural poor.

This this study intends to provide some information on the regional distribution of rural
poverty by using the official information that was available at the beginning of the 1990s. In
addition, some attempts at explanation will be presented concerning the socio-geographical
factors which characterise two of the poorest "transcommunal® areas of the country: the
semi-arid region of the Norte Chico and the Coastal-Range's "secano”. These two areas were

chosen due to the relation that they have as regards exploring the second aim (the Norte

Chico region) and the third aim (the Coastal Range "secano").

1.2.2. Analysis of some socio-productive changes that have been occurring at the regional
level as a result of the opening up of the Chilean economy



The adoption of outward-oriented strategies of development since the mid 1970s has initiated
some new trends with opposing results in the Chilean countryside. On the one hand, there
are some regions that have significantly benefited in terms of increased production. But, on
the other hand, there are others that have benefited much less as a result of the process of
economic restructuring. From the social perspective, however, processes have evolved inboth
types of regions that have adversely affected a significant segment of the rural population,
especially small- and medium-scale producers. However, in spite of the intensity with which
some governments have stimulated nontraditional exports in last decades, there are few
published studies that provide detailed information of the socio-geographical impact of such

strategies on the Latin American process of evolution.

Consequently, this research intends to characterise the main trends that have been occurring
at the meso-scale level in two of the most affected regions of the country; the Norte Chico
region (one of the most reactive territories in terms of the development of export-led fruit
production) and the Maule region (one of the less competitive areas that has specialised in
traditional agriculture with respect to both domestic and international products). Due to the
complexity that the whole socio-geographical evolution of these regions presents, most of the
attention is going to be focused on the analysis of those variables which appear to be more
closely related to the most adversely-affected rural inhabitants. The analysis intends to
generate primary information concerning the dynamics affecting: the allocation of private
investment; the land market and the demand for labour. With respect to the backward region
of Maule, the attention is also focused on the analysis of the evolution of prices, production,
land use, and on the case of more competitive import crops. In addition, some insights are
given at the local level (in the rural commune of Empedrado) concerning the impact of the
growing development of forestry plantations in the area of the "secano”, where the need for

new land has started to severely affect its population. This case study has been selected due

to its relevance with respect to the third aim.



1.2.3. Identification and analysis of some internal and external factors which have been
significantly affecting rural development and rural policies in Chile

Many economic, social and political factors are directly and indirectly influencing rural
development in developing countries. These factors, derived from both external and internal
sources, very much restrict the capacity for manoeuvre that the state has for the
implementation of feasible policies. The means that the state has in order to intervene directly
has severely decreased as a result of the conditions imposed by the free-market economy that
the country has adopted. However, these restrictions have not implied that the state has to
become an observer within this new context. On the contrary, the state has inevitably to adopt
a new role in order to deal with the new emerging challenges generated by the new external
and internal factors that affect the country's development. Undoubtedly, these challenges go
far beyond agricultural sectoral policies. The capacity of governments to negotiate within the
geopolitical international context has proved to be determinant, especially if the new
characteristics that world trade has shown since the recent adoption of the new international
division of production are taken into consideration. No doubt, this new international context

has started to generate important trends within most participant nations.

Consequently, in order to fulfil this objective, information will be provided concerning some
of the most relevant external factors that have been contributing and affecting the
reorientation of Chilean primary exports (especially in agricultural products). Some of these
are: the present dynamic of world agricultural prices and markets; the role played by two
important international funding agencies (the I.M.F. and the World Bank) in the Chile's
structural adjustment process; the different sources of international protectionism for
agricultural production within some of the countries of the advanced world -the cases of the
U.S., Europe (Common Agricultural Policy), and Japan are studied because of their influence
on Chilean agricultural imports and exports. Information on how protectionist measures do
apply in these three cases might provide valuable background for the country's attitude with

respect to international trade, especially if a number of emerging new trading-blocks within



which Chile is starting to participate as a member is considered (e.g Apec, Nafta and
Mercosur). Nevertheless, some internal factors affecting rural policies in Chile will also be
presented. Information will be provided on the institutional, social, financial and political

constraints that prevent a more active role of government in rural development policies.

1.2.4. Analysis of an intersectoral strategy of public coordination for rural development
within the new framework of the state

Traditionally, rural problems in the country have been largely perceived as a responsibility
of the Ministry of Agriculture. Most of the time, however, the main constraints affecting
rural population are not only related to productive concerns but are also associated with a
wide number of inter-sectoral restrictions (e.g. availability and access to: housing, social
services and infrastructure; to grass root organisations; to culture and recreation, among
others). Therefore, any attempt oriented to increase rural development not only must
transcend unisectoral policies but also should require increasing the level of popular
participation. From the policy-making perspective, President Aylwin's government decided
to use all existing institutional means to combat the level of poverty that the country presented
when it assumed power. This was especially the case when the government considered the
traditional inflexibility of the country' public institutions to combat rural poverty. One

instrument that the state used was the Interministerial Commission for Rural Development.

Consequently, the final part of this research intends to present and discuss the intersectoral
attempt by the Aylwin government to benefit rural areas by focusing most of the attention on
the alleviation of rural poverty. This strategy was mainly established taking into consideration
three main aspects: the need for tackling rural problems in a country with substantial regional
variations; the need for increasing regional and popular participation; the need to raise the
level of state efficiency. In order to fulfil this objective, some information is provided on: the
new regional and municipal laws which led to high levels of state deconcentration and

democratisation at the local level; antecedents related to the Interministerial Commission for



Rural Development; the presentation of a strategy of rural joint-actions; and further
propositions for institutional reforms in order to increase the long-term prospects for State
intervention in favour of rural areas. Significant attention is going to be focused on a pilot
strategy of rural development implemented at the local level by the regional government of

the Maule region.
1.3. Methodology

In accordance with the aims of this thesis, this study was oriented to link the two following
aspects: the provision of current information directly related to the factors and processes that
affect some of the poorest rural areas of Chile; the attempts of government, through the
implementation of coordinated policies from public bodies directly and indirectly related to

the rural sector.

This link has been made possible as a result of the direct involvement of the author in both
processes. The author has worked as: a researcher in the field of nontraditional exports and
regional change since 1983, as a member of the Department of Geography of the University
of Chile; and as the coordinator (deputy executive secretary) of the Interministerial
Commission for Rural Development at the Ministry of Agriculture, between 1991 and 1994.
This latter position was assumed by the author after a request made by the Minister of
Agriculture (the head of the interministerial commission) in order to propose to him general
guidelines for an intersectoral programme of coordination oriented to benefit rural

populations, especially those living in poverty

Accordingly, the main sources of information that this study provides have been obtained
from the direct participation of the author in all the stages that the research presents. Special
attention is focused on the planning exercise due to the fact that one of the main purposes of

this work was to identify and evaluate the coordinated public policies, oriented to benefit the



rural population of Chile (in this respect it is worth mentioning that this research has been

jointly sponsored by the Ministry of Agriculture and by the Geography Department of the
University of Chile).

There were four general methodological steps followed in order to fulfil the aims and

objectives of this thesis. They were as follows:

A. Characterisation of rural poverty in Chile:

i) Gathering and aggregation of the latest information on rural poverty at the communal

level of Chile (further details in Chapter two).

ii) Analysis of the main socio-geographical variables which could explain the high level

of rural poverty in two homogeneous geographical aggregates (the Norte Chico and the

"secano").

B. Identification of socio-geographical patterns at the regional level in two regions affected
by the opening up of the Chilean economy (the Norte Chico and the Maule region):

i) Collection and processing of primary and secondary information mainly concerned with:
sources of productive investment involved in nontraditional agricultural exports
(principally in export-table grape production); land markets in export-oriented areas;
and in labour markets. Most of the information has been directly collected from
questionnaires and structured interviews in the field (in both regions), either as a

member of an academic research group (as in the case of the Norte Chico) or as an

individual researcher (as in the case of the Maule region).

ii) Gathering and analysis of the latest statistical information on prices, imports, and land
use concerning the recent evolution of the agricultural and forestry sectors in the

backward Maule region.



C. Identification of internal and external factors affecting rural development in Chile:

- External factors:

i) Revision, selection and analysis of secondary information concerning: recent trends in
world agricultural trade; the role, course of actions and conditions established by two
main international lending agencies (I.M.F. and World Bank) to lend to developing
countries; and different internal and international protectionist measures applied by the

U.S., the E.U. and Japan as regards both agricultural production and trade.

ii) Collection of direct information on factors affecting world trade and production in
agriculture (Land Reform Training Institute, Taiwan 1992; FAO World Conference,
Rome 1993; and International Seminar on World Trade and International
Organisations, Bogotd 1993 -in the two first cases as an official representative of the

Chilean government).

- Internal factors:
i) Collection and analysis of primary and secondary information on variables restricting
the implementation of direct policies in rural areas such as: financial, institutional,

political, and these of grass-root organisations.

ii) Identification and analysis of new challenges for state intervention in rural areas such

as: in production, infrastructure and in the social domain

iii) Analysis of some instruments that could be potentially used for coordinated and
participative strategies for rural development. A detailed analysis is going to be
provided as regard the new Regional and Municipal Laws (presented to the Congress
by President Aylwin). In addition, the code of the Interministerial Commission for
Rural Development (Decree No 55) will be more extensively analysed in order to

identify its potential for the implementation of an intersectoral strategy of coordination



for rural policies.

D. Presentation, analysis and evaluation of the Coordination Programme for Rural

Development -CPRD.

The CPRD was identified by the interministerial Technical Advisory Committee installed for

this purpose, and started to be implemented by the respective ministries since mid-1991.

i) Identification and discussion of some proposals for increasing the level of public
coordination presented to the Ministers which conformed the Commission: proposal
for referential axes for joint interministerial programmes; contextualisation of rural
development; implementation of a pilot experience of coordination for rural
development at the regional level in the Maule region; identification of institutional
reforms for widening the potential effectiveness of the Commission at both the central

and regional levels.

ii) Presentation and discussion of some jointly-identified and -implemented programmes
at both central and regional levels. Special attention was focused on the experience
carried out by the Maule Regional Government in combination with 9 local

governments.

iii) Evaluation of the preliminary results obtained from the whole planning exercise
implemented by the Interministerial Commission for Rural Development at both

regional and central levels.

1.4. Structure of the Thesis

The results of this research are going to be presented through the ten foilowing chapters.



Chapter two provides some discussion and information on poverty in Chile, even though most
of the attention is focused on rural poverty especially at the communal level. Two wider
socio-geographical patterns of rural poverty are presented in depth; the Norte Chico and the

"secano" of the Coastal Range.

The next two chapters compare a region that has been favoured by rapid export
growth-agriculture with one that has not. The regional impacts of the rapid development of
export-led vineyards in the area of the Norte Chico (Copiapé and Limari Valleys) are the
focus of Chapter Three. Attention has been directed to the regional evolution of investment
capital, land and labour markets. In contrast, Chapter four analyses the backward Maule
region. In particular, this chapter focuses on the socio-productive effects in small- and
medium-scale peasant farmers that have resulted from the low competitiveness of the Maule
region's agricultural sector with respect to international grain production. The social impacts
from the expansion of forestry activities in the "secano's" Commune of Empedrado are also

examined.

Given that Chile's agricultural growth has been so intimately linked to supplying international

markets a global perspective is also required.

Chapter five presents information on external factors affecting rural development in Chile
such as: the evolution of prices and markets for agricultural products at the world scale; the
role played by the I.M.F. and the World Bank in redirecting the economies of developing
countries towards outward-oriented strategies of development; and finally, some internal and
external protectionist measures implemented by the U.S., the E.U., and Japan with reépect
to agricultural production and markets. At the national scale of analysis, Chapter six presents
and discusses some of the domestic imperatives and restrictions for the implementation of

state-led strategies of rural development.
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The following two chapters describe the instrument that the Chilean government has
introduced to promote greater decentralisation and deconcentration within the national space.
Chapter seven explores the background to uneven spatial pattern of development in Chile and
gives some insights into the new Municipal and Regional Laws. These are two important
means in the search for more equitable and participative strategies of development. Chapter
eight introduces the Interministerial Commission for Rural Development as an interesting
instrument used by the Aylwin government for increasing the level of public coordination
with respect to rural-oriented policies. A general background of its origin, objectives and
structure is provided. In addition, it also considers some arguments which explain its recent
evolution and, finally it introduces the way in which it was going to be utilised by the new

democratic government from 1991,

The following two chapters explore and evaluate the programme of rural coordination itself.
Chapter nine introduces the "Procider” (Coordination Programme for Rural Development
-CPRD) identified by the Commission's Technical Advisory Committee during 1991. The
main proposals for both specific joint programmes, at both national and regional levels, and

some institutional reforms are presented in some detail.

Chapter 10 presents an evaluation of the implementation of the CPRD since mid-1991. The
second part of this chapter is oriented to evaluate preliminary results obtained from a

regionally-based coordinated programme for rural development carried out in some of the

~ poorest communes of the Maule region.
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Chapter 2. Poverty in Chile: Definitions and Patterns

Introduction

Rural poverty in Chile is a complex concept to face, especially from the policy-making
perspective. Working at the policy-making level as regards rural poverty presents serious
challenges especially if the main intention of public measures is oriented to overcome the
origin of its symptoms rather than to provide temporary alleviation. Thus, problems related
to the difficulties in defining and measuring rural poverty, the multiplicity of factors that
cause poverty, and the different theoretical approaches which have been used through the last
three decades in Chile have contributed not only to the lack of agreement regarding this topic

but also to the use of different strategies to deal with it.

However, despite the recent socio-productive change which has been affecting the Chilean
rural sector through the last 25 years, 36.2 per cent of rural homes are still classified as poor
according to the latest official poverty survey (MIDEPLAN, 1993). This has motivated
government to devise new attempts to tackle the problem of poverty. However, the
characterisation and identification of these social groups and territorial areas that should
receive help from the state are unclear, especially if poverty is defined from a wider
perspective than the economic one. Moreover, the current process of socio-geographical
evolution affecting the country as a result of the opening up of the economy has induced new
questions regarding economic growth and poverty trends. This has recently and explicitly
been declared by the World Bank, one of the strongest advocators of economic growth as the
best alternative to fulfil development in the following terms: "Despite the relative high rate
of growth that the economy in general, (the Chilean) and the agricultural and forestry sector
in particular, have shown in the last ten years, this growth does not seem to have benefitted

all sectors of society to the same extent." (World Bank, 1994 pag 3).
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Accordingly, the main aims of this chapter are threefold. In first place, some of the most
recent information on poverty at the national level is presented, taking into account both the
different methodological and conceptual approaches used. Secondly, since poverty appears
to have a relatively higher incidence in rural areas, attempts are made to determine the spatial
incidence of this condition in the rural envlironment. Thirdly, two important areas of rural
poverty in the country are more closely examined -the drylands of the Norte Chico region
and the drylands of the Coastal Mountain Range. This will give some insight as regards the
particular socio-geographical elements that characterise and influence rural poverty in areas

significantly affected by the opening up of the Chilean economy since the mid-1970s.

It should be noted, however, that, because of statistical constraints, this analysis is based on
a rather static apprdach. More dynamic qualitative information, as regards recent rural

poverty trends, will be considered in the next chapter.
2.1. Poverty at the National level: Some Insights

Poverty is still a widespread condition throughout the Chilean territory. A series of studies
agree that over 40 per cent of the Chilean population lived in poverty in 1990, with a level
of income that was insufficient to cover basic needs; that is to say a group of people living
together unable to afford an equivalent of two basic food baskets ("canasta bésica de
alimentos") valued at 12,875 Chilean pesos for urban areas and 9,921 Chilean pesos for the
rural one in 1992 (US$34.8 and US$26.9 respectively in 1992) (MIDEPLAN, 1994).
Furthermore, according to the World Bank (1994), nearly 50 per cent of these poor people
lived in extreme poverty (destitute), defined as those which were unable to satisfy their
minimal nutrient requirements. The definition of "destitute” ("indigente") was applied to
people who could not even afford one basic food basket. The last CASEN Survey carried out

in 1990 (see Table 2.1 and 2.2), also stated that 40 per cent of people lived in poverty,
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. Table 2.1 Population in Poverty by Regions in Chile, 1990.

ource: Casen survey =

Table 2.2 Population in Poverty by Regions in Chile, 1990 (%)

00

Region Destitute Poor/Not Total Poor { Not Poor Total
destitute

I 27,685 79,849 107,534 238,644 346,178
11 42,537 89,432 131,969 246,831 378,800
I 18,360 51,918 70,278 117,745 188,023
v 77,349 148,859 226,208 251,140 477,348
\Y 226,161 372,916 599,077 774,207 | 1,373,284
VI 96,060 177,040 273,100 367,659 640,759
VII 152,593 252,765 405,358 422,956 828,314
VIII 305,844 456,673 762,517 882,967 | 1,645,484
IX 163,198 204,596 367,794 407,117 774,911
X 128,557 263,964 392,521 504,641 897,162
XI 6,602 18,108 24,710 50,558 75,268
XII 12,712 33,512 46,224 97,760 143,984
MR 532,732 1,262,940 1,795,672 | 3,398,845 | 5,194,517
TOTAL | 1,790,390 3,412,572 5,202,962 | 7,761,070 | 12,964,032

Source: Casen Survey 1990; Ministry of Planning 1994,
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Destitute Poor/Not Total Poor Not Poor
destitute

8.0 23.1 31.1 68.9 100.0
11.2 23.6 34.8 65.2 100.0

9.8 27.6 37.4 62.6 100.0
16.2 31.2 47.4 52.6 100.0
16.5 27.2 43.6 56.4 -100.0
15.0 27.6 42.6 57.4 100.0
18.4 30.5 48.9 51.1 100.0
18.6 27.8 46.3 53.7 100.0
21.1 26.4 47.5 52.5 100.0
14.3 29.4 43.8 56.2 100.0

8.8 24.1 32.8 67.2 100.0

8.8 23.3 32.1 67.9 100.0
10.3 24.3 34.6 65.4 100.0
13.8 26.3 40.1 59.9




and that this condition applied to 34.5 per cent of Chilean households (MIDEPLAN, 1993).
This means that poor households have larger families that the average Chilean household.
However, because of methodological differences in approaching poverty, it is practically
impossible to establish with reliable accuracy and precision the trend and incidence of poverty
in the country during the last three decades. In that way, different combinations of indicators

could show completely opposite trends.

Some surveys have reported an increasing poverty while others claim to identify a reduction
in poverty. One analysis using combined information based on family expenditure on a
minimum food basket and the family level of income (ECLA, 1987; MIDEPLAN, 1991)
published by FIDA (International Fund for Agricultural Development) in 1993, estimated that
the percentage of Chilean people living in poverty rose from 20 to 40 per cent between 1970
and 1987 (FIDA, 1993). This trend could be partially explained by both the fall of real
income and the availability of food consumed by lower-income population groups. The
Central Bank estimated that the level of per capita food consumption fell 8 per cent between
1970 and 1987. Per capita absolute consumption of food in five of the nine groups that
comprise the Chilean basic food basket diminished in the period (potatoes, meat, eggs, dairy
products and pulses). This trend contributed to the substantial rise in the number of families
living under the standard of minimal nutrient consumption. According to an official survey '
carried out in the Great Santiago Metropolitan Area, between 1976 and 1986, 40,3 per cent
of households had a level of food consumption below the minimum standard in 1980; by

1986, this percentage had risen to 50,9 per cent (FIDA, 1991).

Conversely, there exist more optimistic approaches in this field. The only source of consistent
time series information on the incidence of poverty can be found in the Maps of Extreme
Poverty (Odeplan-leuc, 1975; 1986) which were drawn up on the basis of the Official
National Population and Housing Censuses. In 1970, 21 per cent of the population lived in

poverty (1.9 million Chileans), while in 1982 the number of poor had declined to 14 per cent
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(1.5 million Chileans). In this case, however, the concept of poverty was based on four
criteria: a) type of housing; b) type of domestic sanitary system; c) presence of
over-crowding; and d) possession of consumer durables. No reference was made to household
income or expenditure data, so the maps did not identify poverty as traditionally understood
-in terms of food consumption. Moreover, the information contained in the maps cannot even
be interpreted as a partial index of basic needs fulfilment, due to the fact that the possession
of a single item such as a radio, television or a telephone was sufficient to place a household

above the extreme poverty line.

Other poverty estimates from the application of different methodologies exist for various
periods after 1979 (e.g. ECLA, 1970 and 1980; ODEPLAN, 1979, 1982 and 1985). These
estimates suggest that between 31 and 45 per cent of the population were living in poverty
by the mid-1980s (Scott, 1993 pag 130). Thus, as this same author stated, "it seems that
aggregate poverty increased substantially between 1970 and 1985. In terms of the headcount

ratio, the extent of poverty more than doubled during this period".

As part of its efforts to combat poverty, Aylwin's Government created in 1990 a Solidarity
and Social Investment Fund (FOSIS) to channel additional finance to existing public and
private schemes to increase the social integration of the poorest sectors and improve their
living and working conditions. More than 2,100 projects have been financed through FOSIS,
with a total cost of about US$ 34 million, in different parts of the country, with a strong
participation of the beneficiaries in the generation and execution of projects. According to
the latest estimates on poverty, the combination of uninterrupted growth with its impact on
employment, increased social expenditure and larger investment in poverty alleviation
projects, have resulted in a decline in the national poverty rate from 40 per cent to 33 per
cent between 1990-1992. Rural poverty, however, seems to have remained largely unchanged

(World Bank, 1994). Alleviation of poverty has been concentrated in urban areas.
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2.2. The Dimension of Rural Poverty

Even though in absolute terms the majority of poor people live in urban areas, most of the
social indicators show that the intensity of poverty is deepest in rural areas (see Figure 2.1).
This statement can be easily demonstrated if the national distribution of illiteracy is
considered as an example. As shown in Figure 2.2, the percentage of illiterate people is
significantly higher in rural areas, and particularly in the regions with high percentages of
rural population (Regions VI to the X). In relative terms poverty is much more important in
the countryside. As can also be seen in Figure 2.1, 36 per cent of households were

considered in poverty in 1990 (MIDEPLAN, 1994),

At the national level, Table 2.3 and 2.4 shows that 1,065,185 people living in rural areas
have been classified as poor (42.7 per cent of the country's rural population) of which
443,056 people were destitute (41.5 per cent)(MIDEPLAN, 1994). However, poor rural
populations are concentrated in the most active agricultural areas. 78.8 per cent of the rural
poor and 80.8 per cent of rural destitute are located in five of the thirteen Chilean
administrative regions -Regions VI to X. It is important to stress the case of the Maule region

(VII) due to the fact that more than the half of its rural population lived in poverty in 1990,

Moreover, at a more aggregate level, the study of poverty and rural life by the Ministry of
Agriculture (1991) concluded that out of the 100 poorest municipalities (comunas) of the
country, 84 were rural (more than half of their population living in rural areas). According
to the last population census (1992) the population of the 75 poorest rural "comunas” reached
847,276 persons out of which 69.5 per cent (588,671 person) lived in the countryside. These
"comunas” are mainly concentrated in the Coquimbo Region (IV) and in the regions

stretching from Libertador Bernardo O'Higgins (VI) through to Los Lagos (X).
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Figure 2.1 Chile: Population and Households in poverty, 1990 (%)
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Table 2.3 Rural Population in Poverty by Regions in Chile, 1990.

Region Destitute Poor/Not Total Poor | Not Poor Total ll
destitute

I 1,239 4,525 5,764 15,093 20,857
II 1,407 1,648 3,055 4,171 7,772
11 1,880 4,620 6,500 10,780 17,280
v 26,607 54,915 81,522 85,929 167,451
\% 33,934 31,026 64,960 118,098 183,058
VI 41,870 76,320 118,190 165,784 283,974

VII 77,870 119,210 197,080 191,230 388,310 |
VIII 101,448 90,364 191,812 251,258 443,070
IX 86,265 88,290 174,555 191,970 366,525
X 50,150 107,533 157,683 237,273 394,956
XI 1,334 2,639 3,973 20,155 24,128
XII 1,116 1,356 2,472 5,448 7,920
| MR 17,936 39,683 57,619 | 127,557 | 185,176

443,056 622,129 | 1,065,185 | 1,425,292 | 2,490,477 |

Source: Casen Survey 1990; Ministry of Planning 1994.

Table 2.4 Rural Population in Poverty by Regions in Chile, 1990 (%).

Region Destitute Poor/Not Total Poor | Not Poor Total
destitute
I 5.9 21.7 27.6 72.4 100.0
Il 18.1 21.2 39.3 60.7 100.0
I 10.9 26.7 37.6 62.4 100.0
1A% 15.9 32.8 48.7 51.3 100.0
\% 18.5 16.9 35.5 64.5 100.0
VI 14.7 26.9 41.6 58.4 100.0
VII 20.1 30.7 50.8 49.2 100.0
VIII 22.9 20.4 43.3 56.7 100.0
IX 23.5 24.1 47.6 52.4 100.0
X 12.7 27.2 39.9 60.1 100.0
XI 5.5 10.9 16.5 83.5 100.0
X1l 14.1 17.1 31.2 68.8 100.0
MR 9.7 21.4 31.1 68.9 100.0
17.8 25.0 42.8 57.2 100.0

Source: Casen Survey 1990; Ministry of Planning, 1994,
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2.2.1. An attempt of spatial aggregation of rural poverty: the communal level of analysis

Most of the information on poverty in the Chile comes from primary statistical information
gathered either through special municipal surveys (e.g. CASEN) or through the national
population census (carried out every ten years). Because most of this information is used for
the distribution and allocation of social subsidies at the local level (principally through
municipalities), the most common level of spatial aggregation regarding statistical information
has traditionally been the "comuna”. However, even though information at the communal
level has become important for local planning, it gives little assistance for achieving a deeper
understanding of the processes and patterns that cause poverty and for developing particular

strategies to combat poverty from a different perspective to the communal one.

Furthermore, data restrictions tend to increase if the main policy focus needs to be directed
specifically to the rural environment. Very often the larger statistical dominance of urban
populations in most of the "comunas” tend to neutralise what happen in the countryside. In
some cases the extreme level of poverty in some rural areas (as in the case of Petorca in the
Aconcagua Region) does not appear at the communal level of aggregation due to the fact that
such a "comuna” has been statistically classified as urban. Moreover, populations living in
rural areas sometimes have to face restrictions which are not considered among the traditional
indicators of poverty. For example, there are the problems of accessibility and the additional
costs rural people have to pay in order to overcome the friction of distance to get to their
work and to the different services they need. However, the cost of the "basic basket" which
differentiates between poverty and non poverty was 32.5 per cent lower in rural areas than

in the urban one in 1992.

2.2.2. A communal classification of rural poverty at the national level

Thus, it is difficult to examine the spatial pattern of rural poverty at a different scale that of
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the "comuna."”

Perhaps the most explicit attempt to identify rural poverty at the national level in the present
decade was published by the Interministerial Commission of Rural Development (CIDER) in
1992. One of its main aims, was to orientate the spatial distribution of interministerial actions
against rural poverty. Thus, the study was oriented to classify and rank the poorest rural
communes of the country by considering the most recently available social indicators. This

was produced by integrating three complementary diagnoses on poverty at the national level.

These were:

1. "Poverty and Rurality in 286 Communes by the Ministry of Agriculture, 1991.

This survey examined 12 variables related to 3 issues (four related to education, six to health
and two to housing). The weight of labour in agricultural activities was used to determine the
spatial universe of this survey. Accordingly, the regions of Tarapacé (I), Antofagasta (II),
and Atacama (IIT) covering tI;e desert areas in the north of the country were excluded from
the survey due to their low rural populations. The same happened with regions of Aisén (XI),
and Magallanes (XII) in the extreme south of the country in where agriculture is only a

marginal activity according to both labour and economic criteria.

2. "Communal Rank and Classification According to their Poverty Level", FOSIS-Ministry
of Planning, 1991.

The outcome of this survey corresponded to the combination of three inputs. The first one
was the "Map on Extreme Poverty in Chile" (an aggregate indicator on poverty which covers
the whole country); the second was the level of illiteracy; and the third was the national
distribution of primary students in their first year that were below the basic food consumption

requirements.
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3. "A Bio-medical and Socio-economic Attempt of Communal Classification According to
Socio-economic and Bio-medical Features Determining Infant Vulnerability". UNICEF-

Ministry of Health, 1990.

This outcome on poverty was principally oriented to rank the communes by noting social
features directly linked with children. It included one population indicator related to the
distribution of children younger than six years old; four health indicators related to children
with less than normal health standards; and four related to educational features of the

vulnerable child's family.

However, due to the fact that none of these surveys differentiated between urban and rural
populations with the same criteria, (or that they did not at all in as the UNICEF case) the
condition of rurality for the communes was defined by CIDER following the Ministry of
Planning criteria: a rural commune was any commune which had at least 50 per cent of its
population classified as rural according to the 1990 National Institute of Statistics's national
population projection. Thus, the CIDER's final integrated universe of poor rural communes

comprised 113 administrative units (Table 2.5).

All three studies confirmed the seriousness of poverty throughout the country but especially
in the rural areas. In fact, both the Ministry of Agriculture and UNICEF studies stated that
if the 307 communes used as a global universe were considered, 218 (71 per cent) of them
presented either high or very high levels of vulnerability, of which 70 per cent were rural.
Furthermore, both studies agreed that the 100 poorest commune of the country were rural or
mixed (combination of rural and urban). They were mainly located in Regions IV
(Coquimbo), VII (El Maule), VIII Biobio and IX (Araucania). According to a FIDA
(International Fund for Agricultural Development) report, the social groups most affected by
poverty in rural areas were nearly 500,000 landless labourers (150,000 permanent and

350,000 temporary labourers); and 350,000 peasant families (250,000 working in fruit
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activities and 100,000 in traditional agriculture) (FIDA, 1993).

Table 2.5 Communal Coincidence on Rural Poverty According to Three Surveys (1992).

|| Coincidence l No of communes l Cumul % Cumul %

Jof3 50 50 44.2 44.2
20f3 33 83 29.2 73.4
30 26.6 100.0

Source: CIDER, MINAGRI, 1992.

Table 2.5 shows a significant coincidence as regards the level of poverty that rural communes
presented according to the different variables. Due to the wide variety of indicators utilised
to determine poor communes, the different criteria and spatial coincidence of all three studies
was an important input in identifying the most backward rural areas of the country. (This was
main CIDER'S aim). In addition, the use of these surveys identified the main problems

causing rural poverty.

Although CIDER's maps reinforced the idea that poverty was a rather generalised condition
throughout most rural areas of the country, it was also possible to identify some

geographically homogeneous sectors characterised by poverty (see Map 1 to 10).

The interfluvial area of the Coquimbo region and the landscape associated with the coastal
range from the regions of Bernardo O'Higgins (VI) to Los Lagos (X) appeared to be among
the most disadvantaged geographically-homogeneous areas. Conversely, the lowest level of
rural poverty appeared to be located in the Chilean Central Valley, that is to say the
intermediate plain located between the main mountain ranges of the Andes and Coast, from
the Metropolitan Region of Santiago to the southern "Los Lagos Region". Undoubtedly, this
condition can be explained by both larger amount of urbanised communes and by the
existence of a more efficient domestic-market oriented agriculture due to the predomination

of relatively good soils.
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In these two landscapes, however, there seems to be a high level of interdependence between
poverty conditions and socio-environmental features. This can be considered a rather static
argument for explaining poverty. The analysis of new processes resulting from the expansion
of agricultural exports has also been contributing to a wider understanding of the dynamic of
rural poverty in these areas. It is also important to be aware of both critical intra-and
inter-communal manifestations of rural poverty which are not represented in any of these

rankings due to lack of statistical weight in influencing communal aggregates.

Relevant examples of these omissions are some small communities in Chile's Altiplano of the
"Norte Grande" (the communes of Putre and San Pedro de Atacama in Tarapaci and
Antofagasta Regions respectively) (see Map 1). Another example is the situation of small
itinerant miners principally working in copper in the most urbanised communes of the
semi-arid"Norte Chico", as in the cases of Copiapd, Tierra Amarilla, Andacollo and Illapel
(see Map 2 and 3) Furthermore, there is the case of small-and medium-scale coal miners in
the communes of Coronel, Lota, Arauco, Curanilahue, and Lebu within the Biobio region
(Map 7) -all of these present high levels of rural poverty particularly during the last ten years
of crises in the domestic coal price. Last but not least, more than three hundred small-scale
fishing villages, most characterised by extreme poverty and located along the Chilean coastal
fringe, are also omitted due to the predominance of urban population in those communes. An
important number of these villages are also located in the same Biobfo region, notably in the

communes of Tomé and Penco.

The inter-communal analysis of poverty permits one to aggregate and visualize in a relatively
clear way wider spatial areas of rural poverty than those at the communal level. This permits
one to identify wider developmental priorities and scales than the communal ones regional,

national and transcommunal strategies against rural poverty.
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MAP 11 Sketch Map of Regional Division and Economic Activity in Chile
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2.3. Two Trans-communal Homogeneous Landscapes of Rural Poverty: The Norte Chico
Region (The Little North), and The Drylands of the Coastal Range ("Secano Costero")

2.3.1. The Norte Chico region

Within the Norte Chico macroregion, the Region of Coquimbo is one of the poorest of the
country. According to the Economic Commission for Latin America (ECLA), this region
would be considered one of the poorest between Regions IV (Coquimbo) and X (Los Lagos).
They estimated that 231,094 inhabitants live in poverty out of a global population of 445,136
persons (PAF-Chile, 1993). The share of communal people living in extreme poverty can be

seen in Table 2.6.

Table 2.6 Share of People Living in Extreme Poverty in the Communes of the Coquimbo
Region

Commune % Commune

La Serena 12.8 Combarbald 242.9
La Higuera 37.0 Punitaqui 38.3
Coquimbo 12.0 Illapel 17.7
Andacollo 15.6 Salamanca 18.3
Vicuiia 16.3 Los Vilos 24.4
Paihuano 14.2 Mincha 33.0
Ovalle Montepatria 28.4
Rio Hurtado

Source: UNICEF (1987), quoted from FIDA, 1993.

The Norte Chico region has a rather homogeneous environmental landscape corresponding
to a transitional semi-arid zone, between the Atacama desert of the "Norte Grande"(Big
North) and the Mediterranean central region. This region, which covers a surface of
approximately 90,000 square kilometres, is largely characterised by its mountainous territory
which is transversely crossed by five main rivers; Copiap6, Huasco, Elqui, Limar{i and

Choapa (see Figure 2.3).
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Figure 2.3 The Five Valleys of the Norte Chico Study Area.

(Source; Gwynne and Meneses, 1994)



Regional rainfall averages vary from 25 mm/year close to the northern border to 215
mm/year near to the southern extreme (see Table 2.7). However, water is not only scarce
because of the relatively low amount of rainfall but also as a result of its extreme seasonal
concentration. Furthermore, this region has been constantly affected by periodic droughts due
to significant historical variations in rainfall events through the years and high annual
variability. This can be noticed in Figure 2.4, which shows the annual distribution of rainfall

in La Serena, the Norte Chico's largest city.

Table 2.7 Rainfall in the Norte Chico.

Station/Basin Mean Rainfall % of years in which rainfall
(mm 1950-80) below mean
Copiapo 25 60
Vallenar (Huasco) 46 66
La Serena (Elqui) 85 66
Vicuna (Elqui) 100 62
Ovalle (Limari) 109 58
Combarbala (Choapa) 215 58
Illapel (Choapa) 178 54

Source: Geografia de Chile (1988), pp. 18, 26, quoted from Gwynne and Meneses, 1994,

Because of the scarce availability of water, productive agricultural activities cannot be
developed without irrigation. Hence, the five river systems have historically been significant
for regional agricultural activities, since they are the main permanent sources of water

supply, sourced by snow melt from the upper Andes Range.

Despite this climatic constraint, the Norte Chico was populated early as a result of the
discovery of rich mining ores throughout its territory. The finding of significant gold and
copper deposits in the Copiap6 valley at the beginning of the 18th century, initiated an intense
process of migration to the area, mainly by small-scale miners. Later in the nineteenth

century, important silver mines started to be exploited in the region (as in the
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Figure 2.4 Frequency Distribution of Annual Rainfall in La Serena per Period, 1869-1971
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case of Chafarcillo), becoming an additional source of attraction for people from the south.
As a result, a population of no more than 8,000 people in the northern half of the Norte
Chico in the mid-18th substantially increased to 77,400 in the second half of the 19th century,

most of them directly or indirectly attracted by mining activities.

So, mining activities can be considered to be the first factor in explaining the Norte Chico's
process of socio-geographical structuring, since from the very beginning it started to initiate
close inter-sectoral and intra-regional linkages (Apey, 1987). Incipient agricultural production
started to appear in these valleys in order to provide food for miners and pasture for breeding

a large amount of cattle needed for both dietary and transport purposes.

In parallel, however, the enormous pressure that small and medium-scale mining activities
imposed on the regional landscape (principally on the fragile vegetation of this dry
eco-system), initiated a severe and generalised deforestation in the Norte Chico region. This
has been considered the first stage in a long- term process of desertification, high levels of
environmental degradation in soils, water and vegetation; all of these are easily visible
nowadays throughout most of the regional landscapes. However, this process of
environmental deterioration has been exacerbated as a result of the enormous pressure that
the rural poor produces in terms of providing themselves with the basic elements of food and
energy. The share of rural population in the fourth region of the Norte Chico's regions has

been decreasing dramatically through the last three decades (see Table 2.8).

An important and exclusive socio-geographical feature of the southern half of the Norte
Chico, is the presence of historical systems of communal land -the "Comunidades Agricolas
del Norte Chico"-(agricultural community land of the Norte Chico). These 187 agricultural
communities"comunidades agricolas” covered a surface of nearly 1 million hectares; there
were 37 communities in Choapa Province, 128 in Limar{ Province and 22 in Elqui Province

(FIDA, 1993).
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Table 2.8 Distribution of Rural and Urban Population in Coquimbo (1970, 1982, 1992)(%).

Provincial 1970 1982 1992
Government Urban Rural Urban Rural Urban Rural
Elqui 80.4 19.6 88.8 11.2 91.8 8.2
Limari 43.7 56.3 56.0 44.0 64.9 35.1

7. . . . . .
Choapa 37.0 » A 43.1 63.0 .?.Z.?—-J

Source: National Institute of Statistics (INE)

Furthermore, the agricultural communities covered 25 per cent of Coquimbo's regional area
and 58 per cent of the rural property regime under which community members ("comuneros")
enjoyed: permanent exclusive usufruct of residential and irrigated sites in the valley bottoms
("goces singulares"); temporary exclusive usufruct of dry land located above the gradient
irrigation channels of the valley systems for cultivation of rainfed cereals("lluvias"); and
permanent non-exclusive usufruct of common pasture mainly devoted to goat herding ("campo
comin")(Scott, 1993). By law, these "comunidades” were not allowed to be sub-divided
among their members until the Decree Law 108 was passed in 1978, This law permitted
members of an agricultural community to dispose of their rights in the community to people
who were not members of the community, providing that property ownership had already

been regularised.

Historical features and environmental constraints, have contributed to produce a particular
spatial pattern in the Norte Chico largely characterised by high levels of urbanisation, with
one dominant medium-sized city heading a transverse distribution of small settlements along
each of the five valleys. As regards rural activities, most of the region has been historically
characterised by the presence of a large number of medium-and small-scale mining ventures
of low productivity(principally in dry interfluvial areas), and by a rather dualistic system of

agricultural production, very much associated with geographical and economic accessibility
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to both fertile soils and an irrigated water supply. As far as the agricultural sector is
concerned, three main productive patterns have been historically co-existing in the Norte

Chico's landscape:

a. A productive association of fodder crops and cereals with tree fruits -notably vines for the
spirit "pisco”, olives, walnuts and avocados. These dominate the largest plots of the

valleys' most advantageous irrigated land (more than 70 per cent of land under use).

b. A small-scale productive system - principally devoted to grow early-season horticultural
crops such as tomatoes, green beans, courgettes, red chilies, green peppers and some
fruits, these are produced in small irrigated plots (less than 1 hectare to less than 10
hectares). This productive pattern has been common in the surroundings of the main
towns of these valleys. However, these crops have also became particularly important
in permitting the development of an incipient market-oriented agriculture for people living

in the higher sections of the Norte Chico's valleys.

c. Upland-dry farming almost totally devoted to small surfaces of rainfed wheat. Productivity
levels of this self-sufficient agriculture is significantly low if it is compared with national
or regional standards. This is because production comes as a result of a combination of
two elements: a limited undulating semi-arid landscape, and the occurrence of rainfall

events, followed by the sowing of stored seeds.

The last two productive systems are the most distinctive and dominate economic activities
within the Norte Chico's agricultural communities, though they can be combined with
geographically-extensive practises of goat rearing. However, small-scale mining is still a
common feature in the region and a significant portion of the male population combine
mining and agricultural activities (they engage in this last activity especially when mineral

prices decline below certain critical levels).
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Thus, people living in these communities have historically had a significant socio-productive
interaction with both regional landscapes, the irrigated valley bottoms and the non-irrigated

dry lands of the interfluvial zone.

The weakness of regional natural resources in association with rather inefficient technologies
has largely contributed to reduce the quality of life, especially in rural areas but notably in
the interfluvial sections where many agricultural communities are located. Some indicators
show the depth of poverty in rural areas where 68 per cent of houses are with minimal
services and poor constructions (ranchos and mediaguas), 57 per cent of households do not

have sewer, and only 37 per cent of them have access to piped water (FIDA, 1993).

It is in the margins between irrigated and non-irrigated lands of the Norte Chico valleys
(notably in Limarf and Copiapd) where the dramatic process of agricultural change started

to take place in the late 1970s.

2.3.2. The coastal range drylands ("Secano Costero”)

The whole geographical area of the Coastal Range's drylands ("Secano") corresponds to a
longitudinal area that stretches from the Aconcagua region (V) to the Los Lagos region (X),
between parallels 32 20' and 42 30’ South. This landscape, which covers an area of almost
6.0 million hectares is closely associated with the Coastal Range ("Cordillera de la Costa"),
comprising the two sub-areas of the Coastal Drylands ("Secano Costero”, associated with its

western slopes) and the interior Drylands ("Secano Interior” related to the eastern slopes).

This landscape is normally divided into two latitudinal sub-areas. The Biobio river basin
constitutes a clear geographical border in dividing the macro-region. The main focus of this
analysis is going to concern the northern area, between the Aconcagua and Biobio regions

(V and VIII respectively). The main reasons for doing this are:
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a) the high level of poverty this area presents;

b) the complexity of the traditional association of physical and social factors contributing to

explain historical poverty in this area;

c) recent social impacts in the poorest sections of this area as a result of intensive expansion

of forestry activities; and

d) the fact that this area comprises, among others, the Maule Region (VII), where a

substantive part of this research has been carried out.

- Main geographical features: the northern section of the "secano” area extends over nearly
4.9 million hectares, of which 1.2 million are arable (class I to IV), almost 0.8 million
limited to pasture (class VI), and about 2.6 million hectares suitable only for forestry. The
climate in this area is characterized by relatively scarce rainfall, concentrated in winter
months, with a total absence of rainfall in summer and in long periods of spring and autumn.
The dry period lasts about 8 months in the northern extreme (La Ligua, Aconcagua Region)
becoming shorter as one moves south, lasting no more than | month around the Biobfo river.
Average annual rainfall increases from 350 mm‘ in the northern extreme to 1,200 mm in the
Biobio basin, and occurs in winter time when low temperatures limit plant growth.
Periodically, there are up to three consecutive years of drought (as in the Norte Chico case),

with heavy losses to agricultural production in the "secano” area.

The total population of the "secano" area has been estimated at 3.3 million inhabitants
distributed in 89 communes. Nearly 0.6 million (17 per cent) is currently classified as rural.
In the northern "secano " section total population grew by 14 per cent between 1982 and
1992, while rural population rose by more than 7 per cent, mainly as a consequence of the

harsh living conditions in this landscape. According to ECLA /MIDEPLAN figures it has
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been estimated that more than 53 per cent of the "secano”'s rural population live in poverty
(see Table 2.9). Accordingly, the level of formal education of the population over 18 years
of age is less than 6 years, well below the national average (even for rural areas nationwide).
Thus, illiteracy rates in the "secano” reaches about 19 per cent, higher than in any other

spatial aggregate in the country (World Bank, 1994).

Production in the "secano” area is dominated by agriculture, agriculture-livestock-forestry
systems, where a rather limited number of crops intervene, predominantly cereals and pulses.
However, the productive pattern with crops only and crops associated with livestock
principally prevail in the Aconcagua region. From that region southwards forestry has been
gradually introduced, acquiring more importance as one moves further south. In both Maule

and Biobfo regions grapevines are also cultivated.

Thus, in general terms, it is possible to estimate that nearly 45 per cent of the "secano” is
currently devoted to natural pasture, the majority of which (over 90 per cent) is severely
degraded, with only 5 per cent consisting of improved or artificial pastures. Close to one
third of the area corresponds to forest uses and other marginal uses. Forestry plantations in
the "secano" represent close to 86 per cent of the country's exotic forest, where Pinus

Radiata represents 92 per cent and Eucalyptus the remaining 8 per cent.

However, land distribution in the "secano” can undoubtedly be considered as a major factor
to explain social contrasts amongst its population. As is clearly shown in an estimate made
by the World Bank (1994) using CIREN information -Natural Resources Information Centre
(see Table 2.10), land distribution by size of plots presents a highly uneven system, with a
large domination (85 per cent) of relatively small plots (defined as those smaller than 50

hectares), with an average size of 23 hectares. But, if the poor quality of most "secano's”
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Table 2.9 "SECANO" Area: Population Distribution by Regions!.

Population? Rural Poverty®
Region Total Rural
(1,000 hab) | (1,000 hab) (%) (1,000 hab) (%)
\" 1,075.4 65.1 6.1 28.4 43.6
i

VI 469.2 163.7 34.9 61.4 37.5
VII 473.3 132.2 27.9 88.7 67.0
VIII 1,021.8 141.2 13.8 89.9 63.7
MR 170.3 52.1 30.5 25.4 34.3

3,21.0 554.3 293.8 53.0

! Refers only to communes in the Secano
2 Source: population census of 1992
3 Source: ECLA 1987

Source: World Bank (1994 pag 13).

soils is considered the average size for this share diminishes to 5 Basic Irrigated Hectares
equivalent (BIH). Conversely, only 3 per cent of the units covered more than 50 per cent of
the total area, showing a size average of 1,898 hectares or 47 BIH. Nevertheless, even those
farms within the range of 50 to 200 hectares (normally considered medium-size plots) have
an average size equivalent to less than 12 BIH, and are within the range of small farms

according to INDAP's classification.

It is also estimated that there are at least 50,000 small farmers in this northern share of the
"secano” area, which would represent nearly 25 per cent of the total number of small farmers
in the country. An additional productive problem that these small farmers are currently facing
is a number of restrictions related to land rights. In fact, about 45 per cent of the farmer of

this "secano” area (22,500) still have serious problems regarding their land titles; 30 per cent
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have no titles at all. As a result, they are currently marginalised from gaining access to
benefits and subsidies as in the cases of: the forestry subsidy under the Forestry Development
Programme (Decree Law 701); the allocation of water rights for irrigation and subsidies for
small irrigation projects (Decree Law 18,450); the subsidy for the rural housing programme;
and most of the INDAP programmes oriented to allocate credits and technological transfer
to the small-scale peasants. An additional consequence which arises as a result of unclear land

titles is the difficulty in developing a land market.

Table 2.10 "SECANO" Area: Land Distribution by Size.

“ Size Units Areas Average Size “
% %
(ha) (No) (%) (ha) (HRB)* | (ha) | (HRB)* (ha) (HRB)*
Less than 50 45,500 85 1,057,206 | 230,988 22 61 23 S
50 to 100 6,500 12 955,158 79,279 20 21 147 12
More than 200 1,500 3 2,847,512 | 70,367 58 18 1,898 47
Total 53,500 4,859,876 | 380,634 7

* HRB: Basic Irrigated Hectares equivalent

Source: World Bank, 1994 pag 13.

Furthermore, small farmers have only minimum agricultural equipment, limited working
capital, and make little use of credit facilities due to both the difficulties imposed by
commercial banks and the risk involved. As a result, small farmers use a simple and low cost
production technology, which not only results in low yields (see Table 2.11) but also has

caused negative effects as regards natural resource conservation.

These farmers are temporarily linked to the market through the sale of their labour
(principally to the forestry sector), and the occasional sale of production surpluses. Their

agricultural activity is mostly oriented towards self-sufficiency, in which livestock is used
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both as a source of draught power and a kind of "reserve fund” for unforeseen circumstances.
The small-scale of their marketing operation, their lack of organization, with their high
relative isolation from the main regional urban centres of consumption, poor means of
transport and lack of information on marketing, make them extremely dependent on the small
traders (middlemen) who periodically, visit the zone (Cox, 1984). The lack of organization
among these farmers makes it extremely difficult for them to improve the marketing of their
agricultural products and accessibility to new inputs (seeds and fertilisers).

Table 2.11 "SECANO" Area: Average Yields Obtained by Small Producers.

Yields by Region

Product Unit National
VaVvil VIl y VIII Average
Actual | Potential | Actual Potential Yield
Wheat t/ha 1.2 4.0 1.5 4.0 3.4

Legumes t/ha 0.3 1.0 0.5 1.0 0.8

Pastures t/ha 0.8 1.8 1.0 2.0 n.a.
(dry matter)
Wine grapes | l/ha - - 3,000 4,000 6,800

Maize t/ha - - 0.8 1.5 8.4

Potatoes t/ha - - 6.0 8.0 14.2

Beef/lamb kg/ha 21 75 | 3 |

Source: World Bank, 1994 pag 59.

This condition is made worse by the lack of productive and transport infrastructure such as
post-harvest storage, processing and marketing and all-weather rural roads. This is especially
problematic in the south of the Maule region. Such constraints, along with the poor quality
of the provision of basic services such as health, education, drinking water and electricity,
have contributed to further depress the quality of life of the poorest segments of the rural

population of the "secano”. Thus, the combination of productive, social and environmental
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constraints affecting the local population of this fragile landscape have become a significant
constraint for achieving better level of development according to sustainable basis in both

economic and ecological terms (World Bank, 1994).

2.4. Concluding Remarks

As this chapter has shown, poverty in general and rural poverty in particular is the result of
the interaction of a complex set of factors. Rural poverty presents different faces throughout
the territory and actions oriented to simply increase levels of minimum income would have
little overall effect. There are so many other factors that contribute to lower the quality of
life in both urban and rural areas. There is no doubt that the rise in the minimum wages
would contribute to improve consumption and as a consequence the standard of living of the
poorest social groups. This can even contribute to lower the current statistical level of poverty
in the country. This alternative, however, would contribute little to the removal of the
different factors which are inducing poverty to exist within the socio-geographical
heterogeneity of the country. In some of these areas, the level of income does not necessarily

appear as the main developmental restriction.

This argument becomes even more important if some rural patterns resulting from the
regional impact of the opening of the Chilean economy is considered. As is going to be
discussed in the following chapter, some of these patterns seems to have become important
factors contributing to the explanation of new trends concerning poverty in some particular
rural areas of the country. One important factor has become the increasing spatial and labour
mobility of poor people as they move from rural to urban areas -the process of rural

depopulation.
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Chapter 3. The New Economic Model and Regional Change: the

Development of Nontraditional Agricultural Exports and the
Norte Chico Region

Introduction

The strengthening of a wide variety of primary exports in Chile since 1975 can be
considered the starting point for the development of the country's process of nontraditional
export growth, In the regional mosaic of Chile, however, there have been some regions
that have benefited from this shift to an outward oriented economy in terms of increased
production, and others that have benefited much less. In this chapter, the general aim is
to examine the socio-productive evolution of a region that has significantly benefited in
terms of production from the promotion of nontraditional exports as a strategy for

development.

The following analysis, therefore, will be principally oriented to examine some
socio-productive features which have resulted from the strengthening of nontraditional
exports at the meso-scale level. This will produce some insights regarding market shifts

and spatial implications for regions in Chile.

In order to deal with this aim, the chapter is divided into three main sections. In the first
place, some insights concerning nontraditional exports in Latin America are presented as
a general background. Secondly, a briéf analysis with respect to the evolution of
agricultural and forestry exports at the national level is provided in order to contextualise
the Norte Chico's process of evolution. Finally, the analysis is focused on two of the
more active areas of export-led fruit production of the Norte Chico (the Copiap6 valley

and the Guatulame section of the Limar{ valley) in an attempt to characterise the main
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features that have started to emerge in the region as a result of the agricultural
modernisation process that started in the late 1970s. In this regard, however, most of the
attention is going to be focused on three main variables: productive investment, market
of land markets and labour markets. From the very beginning of this process of
agricultural shift, the evolution of these variables very much affected the social dynamic

of the local population.
3.1. Nontraditional Exports in Latin America: A General Background

Primary exports have always been one of the most important factors in explaining the
socio-productive evolution of Latin American countries since colonial times. A clear
pattern of export-led economic specialisation based on one or two products was for a long
time a rather distinctive feature among these countries. As a result, most of these
economies have been affected by the fluctuation with world prices for these primary

goods.

Although significant efforts have been historically made in the region in order to
overcome these constraints, the general framework has shown little change. Thus,
inward-oriented strategies of development, implemented in most Latin American countries
since the World Depression of the 1929-1933 period, proved unsustainable unless heavy
protectionist measures were maintained. Furthermore, during the 1950's, a well respected
United Nations's body was established in the region -The Economic Commission for Latin
America (ECLA)- whose main role, notably inspired in the Argentinean economist Ratil
Prebisch, was to search for a more regionally-based strategy of socio-economic
development. The strengthening of import substitution industrialisation could be
considered one of the main outcomes of both processes. However, even though the Latin
American geographical pattern of production changed very much as a result of the

development of its industrial sector, specialisation in primary exports continued
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(Kohlhepp, 1987)

In most Latin American countries, the encouragement of nontraditional exports has come
in parallel with an active discouragement and restructuring of most of its import
substituting industry. However, little has been said on the regional impacts that such a
shift has generated inside Latin American countries compared with the wide literature on
the social and spatial implications of the post-Fordist process of industrial restructuring
(as one of the new features of the world economy). It needs to be considered that one of
the remarkable features of the collapse of the old world economic order from the
mid-1970s, apart from its severity, was its high uneven impact across different sectors,

national states and regions. As Sadler (1992 pag xiv) pointed out:

..."the significance of places was being (re)discovered in social science at
just the same time as capital was apparently increasingly able to transcend
space. Yet production still had a geography; not only in its physical
location, but also more generally in the sense that key strategic decisions
incorporated a heightened awareness of the competitive advantages and
disadvantages to capital of particular places and regions from within the
global web, and the diversity of ways in which they could be connected as
part of truly international strategies. Such decisions rested on a conscious
evaluation of particular attributes to do with historical-geographic processes
of development".

Therefore, both the integration and disintegration of places and regions within broader
national and international circuits via corporate and state policies poses some harsh
challenges not only to people living and working there but also to the state. Accordingly,
concerns on how regions can adapt to an increasingly volatile international market place
become a paramount aspect to be considered in medium- and long-term development, The
spatial mobility of capital used to be much higher than the capacity of readaptation of

labour, services and infrastructure.

By the beginning of the 1990s, a major shift in the orientation of economic policy had
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occurred in the majority of Latin American countries. After the severe crisis of the 1980s,
in which economic decline was practically a general feature throughout the region, most
Latin American countries turned to more outward-looking economic strategies to redirect
their process of development (Gwynne, 1990, 1993a; Messner, 1993; De Janvry, 1993;
Hojman, 1994). This dynamic towards change has come as a result of a combination of
internal political actors and international lending aid agencies, looking for mechanisms to
stabilize the balance of payment and to revitalise long-term economic growth in Latin
American countries. The centrepiece for this new strategy of development has been the

promotion of "nontraditional” exports (Barham, 1994 pag 53). Because "nontraditional”

exports is a rather vague concept, it seems useful to adopt Barham's definition as a

general reference for a better understanding of Latin American countries's process of

economic shift;

"The term nontraditional exports is used to describe three distinct
phenomena. First, an export can be nontraditional because it involves a
product that has not been produced in a particular country before, such as
snow peas in Guatemala. A second type of non traditional export is a
product that was traditionally produced for domestic consumption but is

now being exported, like various tropical fruits. Finally, the term can refer
to the development of a new market for a traditional product, such as

exporting bananas to the Soviet Union".

Even though most Latin American countries are currently involved in serious attempts at
increasing nontraditional exports, this process did not start simultaneously throughout the
region, nor has it been the result of a unifactoral process of evolution. Despite the fact
that the continent has lost much of its importance as an exporter of food and the
percentage of exports derived from agriculture has declined, absolute outputs of
agricultural cash crops and exports continue to rise and new exports are constantly sought

in the region (Kohlhepp, 1987; Townsend, 1987).

One important factor that explains this process has been the growing transnationalisation

of agricultural production in the region. In addition to consolidating its control over the
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production and external commercialisation of traditional agricultural goods, transnational
capital has diversified and expanded significantly in both new agricultural and agribusiness
activities such as: export-led horticultural and fruit production in Mexico and Central
America (other than bananas) and Chile; the development exports of cut flowers in
Colombia; the introduction of soya beans in Brazil (increased its exports of soya products
from a value of US$15 million in 1965 to US$1,644 million in 1979), Argentina,
Colombia, Guatemala, El Salvador and Peru; the development of export-oriented poultry
farms in Colombia, Brazil and Mexico; and meat production in Brazil and Central
America became clear examples of export-oriented diversification in Latin America's

primary production, as regards the agricultural sector (Gomes, 1979; Townsend, 1987).

Therefore, it seems not easy to define clearly the particular moment in which the new
outward-oriented strategy of development started to be a common feature in most Latin
American economies (in contrast to the establishment of The Great Depression of 1929
as the starting point for the inward economic strategy). However, it can be suggested that
the process began as a result of several contributing factors, such as: urgent needs for
foreign currency to face the debt problem which had reached truly staggering proportions
in some countries (specially in Mexico, Brazil and Argentina); the expansion of
transnational capital in the region (involved not only in production with the latest advances
of the green revolution, but also ensuring commercialisation in international markets);
improvement in both internal and international transport systems and a substantial fall in
transport costs (reducing the frictional effect of geographical distance); development in
communication systems allowing investors quick decision-making and using information
received in real time; the role played by military regimes (especially in Chile, Argentina
and Uruguay) in the restoration of the free operation of the market and the opening of the
economy to the rest of the world; and last but not least as a result of a demonstration
effect by trying to emulate other countries' successful experiences as regards

macroeconomic stability.
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3.2. Nontraditional Exports in Chile

Although every particular country could find different factors for explaining the beginning
of its own nontraditional export-oriented dynamic, the role played in the region
(principally since the beginning of the external debt crisis in 1982) by the economic
international organisations -IMF, World Bank, Inter-American Development Bank- cannot
be neglected as the main factor in explaining the latest expansion and generalisation of this
strategy throughout Latin America, as one of the main components of the structural

process of economic adjustment (Hojman, 1994).

In the case of Chile, the shift to an outward oriented strategy of development could be
evaluated as highly successful, at least from the macroeconomic perspective. This
statement can be supported by analysing the dramatic changes that the evolution of
Chilean exports has shown since the 1970s. Since the nitrates crisis of the 1930s, copper
production became the main source of the country's revenues for more than half a century
(Apey, 1987a). Accounting for 73 per cent of Chilean exports in 1970, copper has started
to lose pre-eminence as a result of the impressive development of nontraditional exports
(see Table 3.1). Thus, the share of copper among total exports fell to 41 per cent in 1987
and to only 36 per cent in 1993, in spite of the fact that copper production has been
continuously rising from 0.83 million tons in 1975 to 1.42 million tons in 1987 and to
2.04 million tons in 1993. In contrast, food imports had amounted to over US$500
million in 1973, but by 1991 the situation was clearly reversed. Primary agricultural
exports amounted to US$1,136.9 million and agroindustrial exports (excluding forestry)
totalled US$464.3 million. Thus, total exports related to agriculture amounted to
US$1,601.2 million in 1991, whilst imports of primary agriculture and agroindustry came

to US$467.6 million. As a result of that, Chile had a balance of trade
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Table 3.1 Evolution of Chilean exports, 1971-87 (US$ millions).

Source: Annual External Trade Reports of Chile's Central Bank, quoted from Gwynne, 1990, p.80.
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1971 1980 1984 1986 1987

1. Mining 813.2 2,946.2 2,165.7 2,299.2 2,745.8

(Copper) 701.8 2,154.8 1,584.4 1,771.0 2,100.5

2. Agricultural products 29.4 339.9 428.1 683.0 743.0

| (Fresh fruit) 13.4 244 .4 291.5 476.8 527.2

| 3. Manufactured goods 119.6 1,427.3 1,063.4 1,240.1 1,613.2
(Fish meal) 29.8 233.5 275.7 314.9 358.3
(Frozen/canned fish and shellfish) n.d. 50.8 78.7 106.5 141.3
(Timber products) 7.0 286.2 116.3 137.4 151.5
(Paper & Cellulose) 32.0 297.2 259.4 272.4 364.9
(Chemicals) 11.8 163.2 124.3 119.5 103.2
(Basic metals) 9.0 147.4 60.5 77.2 87.3
(Metal products) 4.4 63.9 19.5 23.1 26.8 E

| TOTAL (1 + 2 + 3) 926.2 4,713.4 3,657.2 4,222.3 5,102.0 J



surplus of US$1,133.6 million in 1991 (Gwynne, 1994). In general, nontraditional exports
of agriculture, fishing, manufacturing and forestry products continued to develop after the
deep 1982-1984 crisis (which created a 14 per cent decline in GDP). Thus, nontraditional
exports more than doubled between 1984 and 1990 from US$1.67 billion to US$3.83
billion (Gwynne, 1993a).

3.2.1. The cases of fruit and forestry products

Although Chilean fruit exports became relatively significant throughout the 1960s, only in the
1980s did they start to be an important source of income for the national economy. As can
be noticed in Table 3.2, export income from fresh fruits increased ten times between 1975
and 1985, constituting, thus, 84 per cent of total agricultural exports at the end of this period.
Fresh fruits were from the beginning the main component of the development of

nontraditional exports in Chile's agricultural sector.

Table 3.2 Agricultural and Fruit Exports
(US$ million of FOB each year)

Agricultural | Fresh Fruit Proportion Rate of Growth
Exports Exports 2):(1) (%) (average per year)
Agricultural Fresh Fruit
Exports total Exports
(%) (%)
(3) (4) (5)
58.7 - -
52.7 8.4 6.0
63.3 21.7 26.2
69.1 32.6 34.9
84.3 12.3 16.8

Source: Central Bank; J.M., Cruz, 1988.

This Table grape showed the most dynamic growth among all export fruits. Between 1975

57



and 1988, table grape exports grew by 40 per cent a year (Figure 3.1), constituting 60
per cent of total fruit exports. In 1977, Chile exported only 36,649 tons of grapes at a
total value of US$24.9 million. Thirteen years later, tonnage had increased by twelve
times (to 471,923 tons) and total value by fifteen times in nominal terms (to US$379.3
million). Grape exports as a percentage of total exports had risen from 1.1 to 4.4 per
cent (Gwynne, 1990). This showed a very specialised export structure in agriculture, with
table grapes and apples constituting more than 80 per cent of total agricultural exports in
1990. This concentrated structure of fruit exports undoubtedly constituted risks for the
national economy if market uncertainties and price fluctuations at the world scale are

considered (see Table 3.3).

Table 3.3 Fresh Fruit Exports, 1979-1985.

Annual rate of growth Behaviour of average prices
Fruit US$ Quantity Nominal prices | Real prices
(%) (%) (%) (%)
Table Grapes 30.0 28.8 1.1 -0.5
Apples 9.5 9.0 0.5 -1.0
Plums 26.4 35.3 -8.9 -10.4
Peaches 25.8 16.4 9.4 7.8
Nectarines 329 35.8 -2.9 4.5
Pears 8.0 6.9 1.2 -0.4
Lemons 15.5 4.2 11.3 9.8
Rest -1.1 -4.7 3.5 2.0
TOTAL 194 16.0 34 1.9
WL

Source.: Central Bank Data, quoted from J.M.Cruz, 1988.

According to Table 3.4, the combination of agricultural, agroindustrial and forestry exports
became an important in total Chilean exports by reaching US$2,505 million in 1991 (more
than trebled in value since 1985). Of this latter aggregate agroindustrial exports amounted
US$1,145 million (45.7 per cent) in 1991, of which US$660.1 million corresponded to
cellulose and forestry products. Forestry production and exports has developed significantly

in the country during the last two decades. Accounting for US$39.1 million in 1973 (3.1 per
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Figure 3.1 Fruit Exports, 1977-93 (US$mn)
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Table 3.4 Evolution of Chilean Exports: Agricultural and Forestry Products (1985-1991).

(US$ thousands)

——

1985

1986

1987

1988 1989 1990 1991 "

“ Total 336706 | 1,101,900 | 1360130 | 1em392| 17m0500 | 2,122,726 250823 |

|

Primary Products 481,920 621,943 711,162 | 831,467 802,665 | 1,093,348 | 1,363,055 |
Agriculture 50,834 55,141 39,019 63,923 107,477 86,636 73,369
Fruit 355,669 476,983 527401| 582,206 552,649 747,484 999,076
Horticulture 6,525 11,686 19,624 20,367 19,825 28,828 32,441
Livestock 19,656 30,804 42,284 40,313 30,107 25,310 21,831
Forestry 49,236 47,329 82,384 | 124,568 92,607 205,090 236,338
Industrialised 354,786 479,957 648,977 805,925 977,835 |  1,029378 | 1,145,178

Products

| Agriculure 19,411 125,998 33,889 52,846 68,065 60,973 56.385
Wine & Alcohol 13,558 16,656 21,667 26,195 37,015 71,899 88.375
o 28.912 52,409 71,506 77,530 95,594 117,672 187.778
Horticulture 12,728 18,096 21,991 30,831 67,525 93,308 102.438
Livestock 11,305 20,576 23,071 32,337 40,373 43,808 50.144
| Foresty 268,872 346,222 476,853 | 586,186 669,263 641,207 660.058

Source: Central Bank Data, quoted from ODEPA, 1992.




cent of total Chilean exports), forestry exports rose to US$896.4 million in 1991.

The development of nontraditional export activities has undoubtedly implied a deep impact
on land use. As an example, the area covered with forestry and fruits has expanded
considerably. Between 1973 and 1991, the area planted with fruit trees more than doubled,
to reach 165.400 hectares (ODEPA, 1992). The Central Valley’s (Aconcagua to Curicd)
share of this total was about 84 per cent (Cruz, M.E. 1993). In parallel, plantations of
“radiata pine (84.5 per cent of forestry plantations) increased from 1 million hectares in 1982
to 1,31 million hectares in 1991; 67 per cent of the 1982 radiata pine surface was planted
between 1974 and 1982 (Sanchez, R. 1986)). According to World Bank calculations (1986),
production costs (from the cost of afforestation to the cost of transport to the export
terminals) for logs of the most important species in Chile, Monterrey pine (Pinus Radiata),
are only 30 to 50 per cent of the costs of equivalent production locations in theT USA and

Scandinavia countries, which compete directly with Chile in world markets (Messner, 1993).

This process of productive dynamism has generated deep changes within the national
agricultural sector. Domestic fruit producers have diversified their business, transnational
export companies have flourished in the country whilst packing and cooling plants can be
seen throughout the main productive areas. New agri-business groups (with a new attitude
to risk, technology and efficiency as regards export production) appeared and started to take
advantage of the new macro-economic environment: private initiative and export promotion
were highly encouraged; reductions in tariff protectionism and elimination of non-tariff
barriers assisted in this process; multiple exchange rates and price controls and the
commitment to an effective, competitive exchange rate that favoured exporters were
established; certain subsidies for production were instituted (Decree Law 701) (Barham,
1994). Furthermore, Pinochet’s government early on dismantled the power of organised
labour, eliminating its capacity to bargain collectively and ensure even the most basic

workers’ rights. Thus, little by little the Chilean countryside began to show deep
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socio-geographical changes.

3.3. Socio-geographical Implications of the Norte Chico’s Process of Agricultural
Restructuring

Although the Norte Chico is not as relevant as the Central Valley in quantitative production
of nontraditional exports, this macro-region is an interesting subject of socio-geographical

analysis as regards the impacts of the opening up of the Chilean economy,

In effect, the incorporation of more than 10 thousand hectares of export-led table grape
vineyards between 1977 and 1990 in one of the most unproductive and poorest Chilean
agricultural landscapes (Regions III and IV of the Norte Chico’s semi-desertic region), could
be considered one of the most remarkable socio-geographical responses to the opening up
of the national economy. The rather homogeneous socio-geographical macro-region of the
Norte Chico has historically led most of the country’s poverty rankings in terms of both
production and social standards of living (see chapter 2). Although different development
initiatives have occurred in the area trying to improve social conditions, the combination of
environmental constraints, the cultural attitude of local people as regards the process of
capital accumulation, the difficulties in marketing practices, and the scarcity of productive
capital investment in agriculture, have historically prevented significant success. As a result,
the Norte Chico has not only been one of the less significant contributors to GDP but also

one of the less favoured as regards private and public investment (Boisier, 1987).

However, from the mid-1970s and as a result of the development of the open free-market
economy, it has been possible to observe an intensive shift in regional agricultural
production, principally along some of the irrigated valleys. Leading the national process of
a boom in export-oriented crops, the Norte Chico region reacted rapidly to the different

measures that the government applied for facilitating the implementation of a development
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strategy based on the exploitation of comparative advantages. Thus, the Norte Chico’s
historic model of agricultural production where communal land ownership was a traditional
common feature, started to coexist with an aggressive export-led productive system in the
region, a system that incorporated new lands and demanded increased inputs of water. At
the beginning of the 1990s, roughly 25 per cent of the country’s export-led table grapes came
from the Norte Chico valleys.

The introduction of new productive activities in most of the regional valleys has undoubtedly
improve the regional process of economic growth. This regional economic growth has been
also an important component of the economic success at the national level. From the social
perspective, however, deep changes have also occurred in those areas as a result of the
regional restructuring process. Changes in the structure of land tenure, labour demand, urban
dynamics, investment, and other variables, have notably re-directed the socio-productive
development of these valleys. As regards productive outcomes, there is no doubt that this
process has created significant improvements in most of these valleys. But from the social
perspective, the evaluation of the whole process is still a rather controversial matter, very
much depending on both the selected variables and on the ideological approach considered

for evaluating development.
3.3.1. The new regional productive pattern

As soon as the country started to adopt the open free-market strategy of development the
Norte Chico region was notably affected by the emergence of two unusual and closely related
factors: first, new sources of investment flows of trans-regional productive capital and
technology (notably transnational), and direct functional and productive linkages with new
international markets. Consequently, both new factors very much interfered with the
historical pattern of spatial organisation in the region (notably in the valleys), whose main

output had historically been structured by the influence of the location factors of
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domestically-oriented agricultural production.

Suddenly, however, some traditional regional characteristics became attractive advantages
for facilitating a progressive allocation of significant amounts of capital in three of the five
Norte Chico valleys (Copiapd, Elqui and Limari). Thus, the high level of sun radiation and
spring temperatures in the upper sections of the Norte Chico valleys, availability of cheap
land and labour in the region permitted the dramatic spread of table-grape vineyards to fulfil
the counter-seasonal demand of northern hemisphere countries, principally winter-time U.S.

markets (see Figure 3.2).

The timing of Norte Chico table-grape production is very important. The climatic
characteristics of these valleys allow a significant share of the crop to be ready for harvest
as early as the beginning of November, that is to say, at least one and a half months in
advance of the Central Valley of the country, whose harvest normally comes between
January and April. This fact allows Norte Chico’s freshly-picked grapes to be marketed in
the Northern Hemisphere from the beginning of December, profiting thus from the high
prices of the U.S. Christmas shopping period. At the beginning of the 1980s, prices for
Copiapd’s table-grapes production in U.S markets (8.2 kg. box), varied from US$38 to
US$20 in less than one month, depending if it was commercialised before or after Christmas.
According to one of the largest producers of the Limari valley prices decreased substantially

after the 10th of January.

If it is considered that the valley’s average production is about 2,000 boxes per hectare, it
can be said that no other crop in the region could have equalled the level of profits that
vineyard plantations yield by hectare at the beginning of the Chilean export-oriented
agricultural boom. This aspect undoubtedly became one of the most relevant factors that
investors in the table grape business considered before choosing the particular place where

to invest in vineyards. From the very beginning the spread of vineyards throughout the
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Figure 3.2 Evolution of Table Grape Vineyards
in the Five Valleys of the Norte Chico, 1977-1987
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region occurred by both changes in land use (largely in the irrigated agricultural land) and
by a significant expansion of the agricultural frontier (mainly on marginal newly-irrigated
dry-lands) (see Table 3.5). In this way, the region started to show socio-geographical change

as a result of its new operation at a scale of international economic space.

Table 3.5 Land Use Change in Areas of Table Grape Production
1965-88 (hectares)

UPPER COPIAPO* GUATULAME
LAND USE
AND US 1965 1979 1987 1962 1979 1988
Annual Crops/Pasture 1,343 2,090 718 1,397 1,166 963
Fruit Trees 73 82 67 10 81 76
Table Grapes 255 272 3,514 73 129 1,514
TOTAL 1,671 2,444 4,299 1,480 1,376 2,553

*This corresponds to the commune of Tierra Amarilla

Source: Field Work, quoted from Gwynne and Meneses, 1994.

It is important to bear in mind, however,that in spite of the high level of climatic
homogeneity of the five Norte Chico valleys and their ability to produce early
table-grapes, production, there have been significant differences in the pace at which they
have attracted international and national capital investment into the region. Furthermore,
according to both direct fieldwork and indirect information on the valleys affected by the
expansion of éxport-led table-grape vineyards, there were some minor differences also in
the way and intensity in which the regional socio-geographical variables reacted to this
process of agricultural expansion. Consequently, from the organisational perspective both
inputs (or intervening factors) and outputs (spatial changes) affecting the study area at the
meso-scale level have been rather the same, though from a structural perspective the
Norte Chico valleys have been presenting some distinctions. Considering, however, that
this chapter is primarily oriented to identify potential patterns rather than to deal with the

peculiarities that the process of agricultural modernisation has been presenting within the
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area, the following analysis will be principally oriented to give some insights at the

organisational level.

Without doubt, the high level of prices that Chilean table-grapes have been reaching in
international markets became the principal factor for explaining the allocation of productive
capital in the region. Thus, international demand, acting through prices, evolved into the
main functional linkage between world markets and the Norte Chico Region. As a result of
that, the whole socio-geographical dynamic of most of these agricultural valleys has become
largely dependent on the prices that regional table-grape production cyclically reaches in
world markets. Thus, markets and prices were (and still are) the main source of explanation

for the deep changes the region presents They are also the main engine to maintain the new

socio-productive system in operation.

Undoubtedly, there are several factors which could be considered important to be analysed
in order to have a better understanding of the whole process of regional change in the Norte
Chico valleys. However, three of them have become extremely important as inputs for the

new regional dynamic: productive capital, land and labour.

As far as capital is concerned, most of the classical scholars in regional development theory
-notably Hirschman (1958) and Myrdal (1957), have agreed that the attraction of productive
capital to peripheral regions has to be considered one of the first problems to overcome (or
at least to minimize). Inward capital flows can rectify the strongly uneven pattern of
development that most developing countries present as a result of historically-based
productive, social, and political influences. Thus, the spatial re-direction of investment flows
from core to periphery was an important (though unsuccessful) goal advocated for most Latin
American governments since the mid-1960s (deeply influenced by the Economic Commission
for Latin America -ECLA). But, in spite of all efforts spent by those countries, the uneven

development pattern not only remained unchanged but has also worsened.
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Concerning the other main productive input, labour, it seems important to discuss some
characteristics of the regional labour force recently engaged in table-grape production.
Significant criticisms were focused on the agricultural modernisation process from the very
beginning mainly because the social problems it initiated was one of its outcomes. However,
official public speeches advocated that the creation of new agricultural employment (as a
result of the strength of nontraditional exports) needed to be considered as one of the main
factors for raising the level of regional development. Therefore, the Norte Chico case study
has provided some useful empirical information for a better understanding of the new
socio-productive regional dynamic and for the inspiration of potential social policies at both

local and national level.

3.2.2. Productive capital

As soon as the economic strategy changed, productive investment started to flourish in parts
of the Chilean periphery, even though the State did not have a direct role in the allocation
of resources. Conversely, the main source of capital has come from the private sector and
the most affected areas as regards this new spatial division of labour have precisely been the
historically most dis-advantaged peripheral regions of the country, as in the Norte Chico.
This is one of the reasons, therefore, why it seems important to have some information on
both the way in which productive capital has been allocated in the region and the

effectiveness in raising the level of regional development.

Because of the large number of elements involved in the process of agricultural change, it
is extremely difficult to estimate the total amount of capital that the Norte Chico valleys have
received throughout its productive shift. However, according to field information, the single
process of setting up a table-grape vineyard amounted nearly US$5,000 per hectare (only in
basic inputs) in the mid-1980s. By considering only this single aspect, and taking into

consideration that in 1990/1991 there were already nearly 12,700 hectares of export-table
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grape vineyards in the Norte Chico region (ODEPA, 1992), it is possible to estimate the
basic investment at roughly US$63.5 million. This figure does not include, however, other
expenses such as the cost of land, and the installation of a drip feeding irrigation system.
According to Gwynne and Meneses (1994) if these expenses are also included (US$5,000 per
hectare of non-irrigated land in 1992) the global investment per hectare rises to about
US$10,000 (Riffo, 1993) estimated in US$11,600 the basic investment for setting up 1
hectare of export-led table grape in the Limari valley. Although these figures could be
properly considered representative of the case of nearly 70 per cent of the Norte Chico
vineyards, there have been exceptions which clearly show the capital interest for expanding

this attractive business throughout the valleys.

An illustrative example of this fast territorial process of capital expansion is one of the
investments made by Alfonso Prohens in the upper section of the Copiap6 river (one of the
largest and more successful table-grape growers in the Copiapé valley). He borrowed
US$2.5 million from Standard 'i‘rading Fruit (trademark Dole) to shift the course of the
Jorquera tributary to the north of the valley; to level and prepare the former river bed and
valley bottom for cultivation; to dig two deep wells; to plant about 150 hectares of table
grape vineyards; and to create a small settlement called Aldeano Rodeo with accommodation

for both permanent and temporary labour (see Figure 3.3).

Furthermore, private investment in other variables such as rights for irrigation water
("derechos de agua"), packing and cooling buildings, machinery, labour accommodations,
have been also significant. On the other hand, a large amount of public expenditure has been
allocated to the region, mainly for the provision of electricity coverage and transport
infrastructure (paving roads and port facilities) to assist the progress of domestic transport
and table grape storage. Thus, whichever the final amount directly or indirectly invested in
the ‘Norte Chico for growing its principal nontraditional export, it certainly became the most

significant flow of investment ever allocated in the agricultural sector of this region 1990b)
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Figure 3.3 Land use in the Upper Copiapo, 1970 and 1990.

1979

(Source Gwynne and Meneses, 1994)



(Apey, 1990b). It was especially important if it is considered that this occurred in one of the
most disadvantageous environmental regions of the country and throughout one of the more

critical periods of the country’s foreign debt.

3.3.2a Sources of investment

The main sources of productive investment came to the region from both domestic and
transnational capital traditionally linked to fruit production. In the agricultural season of
1989/90 Chilean exports of table grapes accounted 63,767,367 boxes, of which 49.6 per cent
were exported by five enterprises (David del Curto, Standard Trading-Dole, United Trading
Co., Unifrutti Traders, and Frupac S.A.). In the Norte Chico, at the end of the 1980s, more
than 50 per cent of exports were commercialised by these same five enterprises. Only in the
Copiapé valley (4,292 hectares and 3,126,174 boxes) exports accounted for slightly more
than US$30 million in 1988.

Trans-regional capital (domestic and foreign), however, does not get directly involved in the
whole process of fruit production but acts in an indirect way. These export fruit companies
look for producers and establish a contract with them in which the whole process of
production is clearly divided: the grower contributes with land and labour whilst companies
provide the initial and subsequent flows of credits for setting up and running the productive
rotation of the vineyards. They also supply the complete technological package for
production and packing; give technical advice; and finally ship, transport and commercialise
production in overseas markets. After some months (July/August) the company pays the
producers in accordance with the obtained price minus all the costs of inputs received from
the company for production, the agreed mortgage and the commission that the company

charges for their services (between 8 and 10 per cent). Often producers get indebted with

these companies.
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At the beginning of the productive boom in both the Copiapé and Limari valleys (notably
in Copiapd), most of the investors in export-led table grape came not only from the
agricultural sector. They came also from regional and inter-regional urban business and
mining entrepreneurs living in the region’s largest cities (Ovalle, La Serena and Copiap6)

or in the central region of the country.

Fruit production has turned into a highly sophisticated technical process requiring substantial
capital investment and know-how. Growers who have been able to acquire the necessary
capital and have invested in the latest technologies have managed to obtain yields as high as
their counterparts in the United State and Europe. Not surprisingly, these managerial
requirements have tended to exclude smallholders, few of whom have enjoyed the same
success as some large landowners and urban and foreign investors (Rivera, 1988 and
Echeiiique 1989; quoted by Barham, 1992), though, as soon as the productive process
showed its profitability, some few medium-size regional agricultural producers have started
to get involved in production. This local process of agricultural change very much endorses
the diffusion of innovation through time presented by Rogers (1962 quoted by Ilbery, 1985),
and the main characteristics of agricultural innovators by category of farmers presented by
Jones, 1975 quoted by the same author). In the Norte Chico region, however, this process

of diffusion of innovation has not reached the smallholders, so far.
3.3.2b Factors affecting investment in export vineyards in the Norte Chico

An additional interesting aspect to be considered in the Norte Chico as regards the process
of capital expansion is the contrasting speed in which vineyards expanded through the five
valleys. As was observed in Figure 3.2, both the Huasco and Choapa valleys showed a rather
limited development in export-led vineyards. As all these valleys present similar climatic

advantages to grow the crop, it seems important to give some insights as
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to some of the reasons which could explain such a different pace. According to a direct two
round survey conducted with the production managers of the 13 top fruit-export companies
investing in export-led table grape production in the Norte Chico valleys, there was a high
level of homogeneity in the way they defined and ranked the factors taken into consideration

for the allocation of productive resources in the area (Rosales, 1990)

As a result of the weight that the interviewed people gave to the different variables, the
ranking shows clearly the relevance that external factors to the region present in influencing
the allocation of capital in the Norte Chico. This is not strange since the other factors have
played an unchanged role for a significant period of time.The role of new government
macroeconomic policies (strongly encouraging nontraditional exports), in which the new
Labour Code was important for neutralising potential pressures from workers, was repeatedly

* considered as the main factor for starting business in the region.

A similar approach could be used for interpreting the weight played by the regional internal
factors. The three most important factors (climatic conditions, water availability, and
geomorphology) have been historically part of all five Norte Chico valleys (water availability
is even larger in the non reactive areas). As far as the following variables is concerned,

however, significant differences start to appear if all five valleys are compared:

a) The lack of minimum standards in feeder roads in the Huasco and Choapa valleys make
it extremely difficult for access to the upper valley areas where climatic conditions would
permit earlier vineyard production. Export companies do not take the risk of losing

production quality as a result of difficult internal transport along poor unpaved roads.

b) According to the companies, one of the most important factors taken into consideration
for selecting the allocation of productive resources in the valleys was a combination of

two regional features: the size of the plots and ownership of land. Due to the fact that
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a minimum size of plot is required for making grape production attractive to export
companies (not only for obtaining economies of scale but also for providing a minimum
income to local producers with a positive attitude to allocate capital risk), they preferred
to start business with larger producers. In this regard, the Choapa and Huasco valleys
show again some disadvantages -if they are compared with the others, since they have
the smallest average in plot size in the Norte Chico region because of a generalised
minifundia, especially in the upper sections (2.8 hectares and 6.2 hectares respectively).
These figures are significantly different to the 43.2 hectares that the Copiapé valley has

as a size average and to the 9.3 hectares of the Limari (Apey, 1990b).

¢) A large number of small plots in both the Choapa and Huasco valleys present problems
of land titles. This fact very much prevented the possibility of qualifying for credits as
regards these small- and medium-scale landowners, because they could not use the land
as a guarantee. Moreover, this circumstance was also an active barrier for a potential
enlargement of the size of plots through the land market. This restriction has been
especially important in the Choapa and Huasco valley and in the first stages of
development of the Limari (before some agricultural communities were subdivided and
sold or rented, allowing a fast expansion of investment in vineyards in previously

non-irrigated areas).

3.3.2¢ Productive capital: final remarks

The most significant flows of productive capital invested in the table-grape business in the
Norte Chico valleys came from trans-regional and transnational investors. Moreover, they
have been currently participating in a rather indirect way in the whole process since they
have very seldom become involved in the productive stage. By doing that, exports companies
have been able to minimize as much as possible all the risks involved in potential market

crises, and because they do not own land they can potentially behave in accordance with the
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high level of spatial mobility characteristic of transnational capital. Thus, in long-term

perspective most of the risks seems to be inevitably transferred to local producers.

An additional aspect to be considered, especially by the new democratic g