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After a decade of debt crisis and severe economic decline, countries
throughout Latin America are seeking radical new treatments for their
economic ills. Under pressure from internal political actors, international
lending and aid agencies, or some combination of these, many Latin
American countries are turning to outward-looking development strat­
egies to stabilize their balance of payments and revitalize economic growth.
Serving as the centerpiece for the new strategies is the promotion of
"nontraditional" exports."

Despite the zeal with which its advocates have promoted nontradi­
tional exports in recent years, we found no studies that provide a compre­
hensive analysis of the impact of such strategies on Latin American
economic development. This article will set forth the issues that we
perceive as germane to future attempts to analyze the effects of nontradi­
tional exports on economic growth and development in Latin America.
Our objective is as much to layout what we do know about nontraditional

1. The term nontraditional exports is used in the literature to describe three distinct phe­
nomena. 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
nontraditional 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 devel­
opment of a new market for a traditional product, such as exporting bananas to the Soviet
Union. We are grateful to David Kaimowitz for suggesting these distinctions. At the same
time, the term nontraditionalexport promotion in international policy circles often serves as a
touchstone for a more far-reaching package of policy adjustments meant to deal with the
internal structural problems that are credited with getting countries into the debt crisis in the
first place. According to the proponents of neoliberalism, what Latin American countries
need in order to address these "structural imbalances" is to move away from policies stress­
ing import-substitution industrialization (and the associated reliance on imported compo­
nents, protected domestic markets, and a few traditional exports) and toward policies that
exploit their comparative advantages in international trade. Liberalizing trade and invest­
ment regulations, "getting prices right," and letting markets work are all part of the recom­
mended structural adjustments. For an example of this approach, see Balassa et al. (1986).
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FIG U R E 1 The Impact ofNontraditional Exportson Economic Development
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exports in Latin America as to determine what we do not know-but
should.

Toclarify what we mean by the impact of nontraditional exports on
economic development, we designed figure 1 to depict the various levels
on which the repercussions may be felt. The selection of nontraditional
commodities themselves as well as the policy instruments intended to
encourage exports rests on the first level and presumably leads to an
expansion of such exports as indicated by the first arrow. Moving through
the flow chart takes one toward the growth and distribution impacts of the
development strategy, incorporating along the way such macro-level con­
cerns as the degree of government subsidy and environmental degrada­
tion that might be associated with export-promotion schemes and such
micro-level issues as how cash-crop schemes may affect the allocation of
labor and distribution of income within the household.

The structure and content of the article resulted from our selective
review of the relevant conceptual and empirical literature concerning
export-promotion strategies as well as field research on nontraditional
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exports in Chile, Costa Rica, and Cuatemala.? Although we do not dis­
cuss all of the levels of impact presented in figure 1, the second section
will focus on product choice and the macro-economic performance of
nontraditional exports. The third section will examine the effect of non­
traditional export expansion on economywide growth and distribution,
and the fourth section will present three brief country studies in which we
attempt to analyze some of the major issues according to the most recent
field research available. Our review of the literature and country studies
suggests that although the short-run growth potential of many of the
nontraditional commodities may be high, crucial questions remain unan­
swered regarding the longer-term impact of the strategy on Latin Amer­
ica's economic growth and development potential.

Most of the recent research on nontraditional exports concentrates
on the policy instruments and economic efficacy of efforts to expand
nontraditional exports. Much less emphasis has been placed on issues
such as how the expansion of nontraditional exports might affect domestic
growth, distribution of income at the social-class and household levels,
and the division of labor within the household. We will attempt to remedy
this imbalance by devoting relatively more attention to these questions in
the third section.

The focus of this article is nontraditional agricultural or natural­
resource-based exports (NTAX). The NTAX focus is based on considerations
of scope and expertise but also on the observation that among the small and
medium-sized Latin American countries, primary products form a major
component of the nontraditional export strategy as it is currently unfolding.
At the same time, we acknowledge that manufacturing exports will con­
tinue to playa leading role in the export portfolios of some Latin American
countries, especially Brazil and Mexico. In terms of our country studies, it is
noteworthy that Chile often serves as a model of NTAX promotion for the
rest of Latin America, while Costa Rica and Guatemala have been among
the first countries in the Caribbean Basin to adopt NTAX strategies.

EXPORT EXPANSION AND DIVERSIFICATION: GETTING NTAX GROWTH GOING

Given Latin America's dismal economic performance throughout
the 1980s, revitalizing growth has been the imperative stressed in the
recent literature on NTAX strategies. It is surprising nonetheless how little

2. The reported findings on the nontraditional sectors are preliminary because they are all
based on work in progress. In Chile, Rachel Schurman is examining the impact of the growth of
the southern Austral fishing sector on the social structure and the environment. In Costa Rica,
Mary Clark has completed her fieldwork on the political economy of Costa Rica's nontraditional
export strategy in the 1980s.In Guatemala, Brad Barham and Elizabeth Katz (as part of a collabora­
tive project involving researchers from the Instituto de Nutricion de Central America y Panama
and the University of Wisconsin) are examining the effects of nontraditional agricultural exports
on land-tenure patterns, gender relations, and nutritional status in the central highlands.
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attention proponents of these strategies have paid to the actual economic
and political processes that connect NTAX expansion to the reactivation of
overall economic growth.

Comrnodity Studies

The recent outpouring of what are labeled here as NTAX business
commodity studies usually open with a critique of Latin America's pre­
vious import-substitution strategy, arguing that the expansion of NTAX is
essential for reactivating growth (e.g., IRI 1987; Paus 1988; and Salazar et
al. 1988). Their usual focus is to identify supply and demand conditions
for nontraditional export products. A particular country's land, labor,
climate, infrastructure, and natural-resource endowments are generally
matched with evolving international demand patterns in an effort to tar­
get the best products for a national promotion effort led by the private
sector. Recent data on price trends for the commodities and interviews
with distributors in the importing countries about future demand pros­
pects are compared with estimates of costs of production, rates of return
on land and capital, some provisos about production-investment risk, and
potential sources of financing to determine which commodities might be a
good bet. Particular attention is paid in the collection edited by Eva Paus
(1988) to logistical questions like the adequacy of export infrastructure
(transportation networks, utilities services, and storage capacity), bureau­
cratic requirements (especially regulatory bottlenecks), and state policies
that will encourage"getting prices right" for export promotion. IRI (1987)
and Salazar et al. (1988) focus on the specific resource requirements for
a range of NTAX products that affect the viability of their promotion and
adoption. The results have been presented on a commodity-by-commodity
basis.

These NTAX analyses have served to identify potential avenues for
export expansion and thus provide a basis for policy planning. Although
they often suggest the levels of exports that might be obtained over time
given national resources and international demand conditions, the issue
of complementarity or substitutability between nontraditional and tradi­
tional exports has been discussed in a cursory manner at most. The same
has been true with regard to the potential effect of expanding agricultural
exports on basic grain production and the import requirements of the new
exports. Thus the extent to which NTAX affect an increase in net export
revenues has not been demonstrated in these commodity studies nor in
other analyses of NTAX expansion.

Three additional caveats about these commodity studies should be
mentioned: their implicit assumptions about elasticity of demand; their
omission of risk issues, especially for small farmers; and their inattention
to the potential for protectionism.
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In general, these studies tend to assume that recent trends in price
and export revenues for these products will not be adversely affected by
additional supply, based on the idea that any given country will produce
only a small share of the product. Although this assumption may be
reasonable for one country, it overlooks the obvious potential for over­
production of NTAX, as many countries embark on promotion schemes
involving the same products. Also, some of the products (especially the
perennial tree and bush crops) require large sunk investments, implying
that supply adjustments will be limited even if prices deteriorate. Thus
unless demand remains elastic as supply increases, the potential arises
for simultaneous NTAX promotion efforts to result in falling prices and
revenues for Latin American countries. After all, how many macadamia
nuts or mangoes can North Americans be expected to eat, even at lower
prices?

A second caveat needed regarding these studies is that they do not
treat issues of risk with much care. For example, they operate on the
common presumption that simply expanding the number of exports will
achieve significant reductions in the risks associated with price fluctua­
tions in exports. Reductions in export earning fluctuations may not be
achieved, however, if prices of the products in the new export portfolio
move in the same direction (that is, if they covary positively). In fact,
Michael Conroy (1990) argues that the mixture of NTAX recently adopted
by some Central American countries may actually fluctuate more due to
the increased price volatility and positive covariance among the products
than they did before diversification took place.

At the producer level, the link between the decision to adopt
particular NTAX crops and the existence of institutions that help mitigate
the associated risk have not been given the attention that research on such
adoption in other contexts suggests is essential. 3 Especially for small
farmers, the risks associated with NTAX crops can be substantively
reduced by crop insurance, technical assistance on pest control (see
Hoppin 1989; Murray and Hoppin 1990), improved credit access, or
creation of diversified processing and distribution channels that offer
competitive outlets (von Braun, Hotchkiss, and Immink 1989). But with­
out attention to the need for such programs, higher returns and incomes
may be foregone by small farmers, or worse yet, lost permanently be­
cause of one bad crop."

3. The literature on adoption is quite rich. Lipton and Longhurst (1989) have reviewed
empirical findings, especially of studies concerning high-yield varieties of crops contributing
to the Green Revolution, while Feder et al. (1985) reviewed the analytical models and logic
behind the issue of adoption.

4. The connection between the risk of adoption and access to credit has been discussed
widely in recent years. For entry points to the literature, see Feder (1980) and Feder, Just, and
Zilberman (1985).
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A final limitation of the commodity studies is their failure to con­
sider the possibility of protectionist efforts once NTAX make serious
inroads into foreign markets. While the indefinite extension of the Carib­
bean Basin Initiative (via CBI II) and U.S. support for global reductions in
agricultural protectionism through the General Agreement on Tariffs and
Trade (GATT) are hopeful signs for reducing protectionism, Latin Ameri­
can NTAX producers have been hurt on several recent occasions by pro­
tectionist behavior once a sector has reached a significant scale of opera­
tion. For example, U.S. import restrictions on Costa Rican and Colombian
flower exports are well-known cases from the mid-1980s in which protec­
tionism seriously dampened early successes at export promotion. Less­
known is the role played by Florida growers in bringing about Coca-Cola
Foods' "indefinite suspension" in 1987 of a major citrus production proj­
ect planned for the northwestern portion of Belize."

Performance ofNTAX Reactivation Efforts

The dynamic potential of NTAX is apparent from the export growth
rates achieved in some Latin American countries. As seen in table 1,
Chile, Costa Rica, and Guatemala experienced rapid expansion of non­
traditional exports (NTX) between 1984 and 1989 (the vast majority of
which were agricultural or natural-resource-based, i.e., NTAX). Chilean
NTAX more than doubled, those of Costa Rica more than tripled in value,
and Guatemala's rose by about 70 percent.v Although traditional exports
still predominate in all three countries (copper in Chile and coffee, bana­
nas, beef, and sugar in Costa Rica and Guatemala), NTAX account for
about a third of exports in all three countries.

Table 1 offers evidence that weakly supports the connection be­
tween NTX expansion and growth in gross domestic product (GOP). On
the one hand, the two countries achieving higher average GOP growth
rates between 1984 and 1989, Chile and Costa Rica, experienced more
rapid growth in the NTX sector than did Guatemala. On the other hand,
during the same period, Costa Rica appears to have had a more dynamic
expansion of its NTX sector, which was similar in relative size (both
Chile's and Costa Rica's ratios of NTX to GOP were 11 percent in 1989), yet
Chile's economic growth rate was 60 percent higher than Costa Rica's. The
more dynamic GOP growth in Chile and the apparently more dynamic
NTX growth in Cost Rica suggest that without more careful attention to

5. See Barham (n.d.) for this case study of investment liberalization measures in an indus­
try characterized by strategic (or imperfect) competition within the private sector.

6. In the cases of Costa Rica and Guatemala, the NTAX export data also include the contri­
butions of light manufacturing, mostly of clothing articles. The sources are listed in table 1.
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TABLE 1 GrowthRatesofNontraditional Exports (NTX) and Gross Domestic Product
(GDP), 1984-1989

Six-Year NTXIGDP Annual NTX Annual GDP
Crouith in NTX 1989 Growth Growth

Country (%) (%) (%) (%)

Costa Rica 348 11 28 4.0
Chile 222 11 17 6.4
Guatemala 78 8 12 2.3

Sources: Nontraditional export data for Costa Rica, CENPRO (1990, 1); for Chile, Banco
Central de Chile, Boleiin Mensual, nos. 694 and 751; for Guatemala, Gremial de Expor­
tadores de Productos No-Tradicionales and the Banco de Guatemala. GDP data for Chile
come from the Chilean finance ministry, Chile Economic Report, Mar. 1990, p. 7; GDP data for
Costa Rica and Guatemala from the IMF InternationalFinancial Statistics Yearbook, 1990.

intervening variables that mediate the relationship between export expan­
sion and economic growth, it is hard to push the connection further.

THE NTAX STRATEGY: ITS POTENTIAL FOR

ECONOMIC GROWTH AND DEVELOPMENT

Modern Latin American economic history is rife with booms in
primary product exports, dating back to such well-known cases as animal
products and grains in Argentina, coffee and bananas in Central America
and Colombia, and rubber in the Amazon and continuing on to the more
recent oil bonanzas in Venezuela, Mexico, and Ecuador." The impacts of
these booms on development processes have varied considerably depend­
ing on a wide range of factors, including ownership patterns (like domes­
tic versus foreign or concentrated versus dispersed), linkages to the rest
of the econom~ "Dutch disease" effects on other sectors of the economy;
and the evolution of the terms of trade and overall international economic
conditions." Thus the issues that we will explore concerning the economic

7. The following studies make good starting points for each country: on Argentina, Diaz
Alejandro (1970); on coffee in Central America, Cambranes (1985); on Colombia, McGreevey
(1985); on bananas in Central America, Kepner and Soothill (1935) and Ellis (1983); on rubber
in the Amazon, Bunker (1985) and Weinstein (1983); on oil in Venezuela, Randall (1987),
Randall (1989), and Velasco (1983); and on Ecuador, Schodt (1986).

8. The concept of "Dutch disease," taken from Corden (1982) refers to the frequently re­
cessionary impacts of a booming resource sector on other sectors of tradable goods, such as
manufacturing or agriculture. This associated slump in producing other tradable goods is
based on the appreciation of the real exchange rate generated by the booming sector, which in
turn makes production of other tradable goods less competitive. A rich literature exists on
recent Dutch disease episodes (e.g., Kamas 1986; Auty and Gelb 1986; and Scherr 1989), but
to the best of our knowledge, the edited volume by Cortes Conde and Hunt (1985) is the only
recent work that compares different booming sectors in Latin America within the Dutch
disease framework.
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growth and development potential of the NTAX strategy are ones that
students of Latin America have been grappling with for a long time.

Economic Growth: Expanding Domestic Value Added in the Economu

Proponents of NTAX strategies often call on an array of statistical
studies, across a wide range of countries and data over the last thirty to
forty years, to substantiate their claim that a strong and positive rela­
tionship exists between the growth of exports and expansion of the
economy as a whole. Indeed, those proposing NTAX for Latin America
seem to take this connection as proof of the need to expand exports,
paying little attention to the actual mechanisms that link export growth
and economic growth. 9

This approach entails two important conceptual problems. The
first arises in determining the direction of causation in the relationship
between the growth of exports and growth of the economy. That is, are
exports driving growth or is growth fueling exports? Second, as a cursory
comparison of earlier Latin American export booms would demonstrate,
not all exports are associated with similar growth trajectories even if
export growth rates are similar. Nor do they hold the same potential for
improving social equity, promoting sectoral shifts so as to improve re­
source use, or guiding the economy toward more productive technologies.
These conceptual problems underscore the need to explore the micro and
macroeconomic mechanisms that link export expansion to growth and
transformation. We will begin with the empirical evidence connecting
exports and economic growth.

Exports andEconomic Growth: Empirical Evidence / Empirical studies exam­
ining the link between export expansion and sustained economic per­
formance can be grouped into two categories: cross-national studies that
characterize and compare trade regimes, export growth, and economic
performance; and econometric models that test the link between exports
and growth. 10 Studies falling into the first category usually compare a
group of ten or more developing countries over a decade or a longer
period (e.g., Bhagwati 1978; Krueger 1978; Balassa 1982; Papageorgiou,
Michaely, and Choksi 1991). Evidence is then offered on the outward or
inward orientation of the trade regime, based on announced policy pack­
ages and indicators of trade protection such as average tariff rates and

9. Among the many proponents of export-led growth and NTAXstrategies for Latin America
are Balassa et a1. (1986), Krueger (1978, 1984), Lindenberg (1988), Naya et a1. (1989), and the
Paus collective work (1988).

10. Edwards (1989) proposes this grouping of empirical studies linking exports and eco­
nomic performance and provides a more detailed exposition of many of the points made in
this section.
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effective rates of protection for various sectors. Countries are grouped by
the orientation of their trade regimes, and export-growth figures are
compared along the spectrum of orientation, with more outward-oriented
countries generally showing stronger performances.

The second category of studies attempts to test the effect of exports
on growth in a more statistically rigorous manner (e.g., Michaely 1977;
Balassa 1978; Tyler 1981; Feder 1983; Ram 1987). They do so by including
more countries and longer time periods, sharpening the measurement of
the variables used, and controlling for other variables that affect growth.
In essence, most of these studies attempt to extend the analysis of aggre­
gate growth pioneered by Solow (1956) and Dennison (1967) by adding
in exports as another factor of production. Via their purported efficiency
effects (higher productivity, better access to imported inputs, learning by
competing, and similar effects), exports are then tested to see whether
they enhance the ability of the Solow-Dennison model to explain varia­
tions in the growth of GNP (gross national product or net of exports)
across a number of countries during a period of, sa)!, ten years. 11 For
various countries, time periods, and specifications, the coefficient for
exports is positive, significant, and large, an outcome that has been
viewed as evidence in favor of export-promoting policies.

Despite the large volume of research along these lines, as Edwards
(1989) suggests, these studies fail on three critical fronts: assignment of
causality objective identification of a country's trade orientation, and
careful selection of instruments for export promotion.t- The problem of
establishing causality between export growth and output growth is two­
fold in attempting to determine the direction of the relationship as well as
mechanisms driving the process. To determine directionality, Jung and
Marshall (1985) and Hutchinson and Singh (1987) have used time-series
analysis for a large number of countries to identify which outcome­
export growth or GOP growth-tends to precede the other in time and
thus "temporally" causes the relationship. For the majority of countries
tested, however, two-way causality cannot be rejected. Indeed, temporal
causation cannot be identified for South Korea or Brazil, two of the
favorite cases cited by proponents of export-led growth.

11. Three key factors explain economic growth in the Solow-Dennison model: growth in
the economy's capital stock, growth in the economy's labor force, and a residual that is often
called technological change. Empirical tests of the model found that growth in capital stock
and labor force accounted for only about one-third of aggregate growth in the U.S. economy.
By placing exports into the aggregate growth model for a group of less-developed countries,
the idea was to test whether this addition would strengthen the fit of the model. It is impor­
tant to point out that the use of cross-sectional analysis makes a strong assumption, namely
that all of the countries grouped together share the same aggregate production function or
have access to similar technology and similar productive capabilities.

12. See Edwards (1989) for more detail, especially on the last two points concerning trade
orientation and the selection of instruments for export promotion.
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The second causality critique returns to the question of what drives
economic growth by suggesting that a third factor, such as productivity
improvements, could be driving both exports and growth. In other words,
if certain industries achieve rapid increases in productivity and biases
against exports are not too large, then firms are likely to realize some of
their expanding sales in foreign markets. Such a process would show a
strong correlation between export growth and output growth, yet the
causal factors would be distinct from the economy's trade regime.

Identifying the trade orientations of various countries so as to allow
comparisons along objective lines is a measurement question that the first
category of studies has mostly finessed.!" The essence of the problem can
be seen in the findings of recent research summarized in Pack and
Westphal (1986) and Westphal (1990). Contrary to the outward-orientation
label often assigned to South Korea because of its purported free-trade
regime, recent findings suggest that Korea actually used a mixture of rela­
tively free trade policies in well-established industries along with selective
but heavy intervention in industries where learning and technological
acquisition processes may have been fundamental. The question that
then arises is, how can the combination of these policies be measured and
compared with the trade policies of other countries?

Finally, even if a causal link between exports and economic growth
can be assumed, researchers still need to identify exactly which policy
measures stimulate exports. The findings in this area have been rather
inconclusive. Is it free-trade regimes that count? So far, only stable and
perhaps undervalued real exchange rates seem to be necessary to sustained
export expansion efforts.J" Otherwise, the importance of trade liberaliza­
tion and export-promotion measures seems to vary greatly in practice.

Exports and Resource Allocation / The connection between export expan­
sion and economic growth hinges fundamentally on how exports affect
resource allocation and activity elsewhere in the economy. Simon Max­
well and Adrian Fernando (1989) condense the arguments for how cash
crops spur output growth into three categories: "vent for surplus," com­
parative advantage, and linkages. The first two focus on improved re­
source allocation while the latter looks for spillover effects to other parts of
the econom)!, on either the production or consumption side. To avoid
rehashing their excellent surve)!, we will cover here only select questions
for NTAX in Latin America. Because the linkage literature of Melville

13. As suggested, what most studies do is either look at single measures of protection,
such as tariff rates, without considering the full range of government policy instruments that
may affect the trade regime, or observe national policy regimes over time and group the
countries by category (outward, inward, or mildly one or the other). Both methods present
serious problems: the first is incomplete, while the second is qualitative and subjective.

14. Edwards (1989) offers more discussion on this point.
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Watkins (1963), Robert Baldwin (1966), and Albert Hirschman (1977) has
no significant counterpart in recent NTAX research, it will not be dis­
cussed further.

Hla Myints concept of "vent for surplus" focuses on how exports
can provide a source of effective demand for mobilizing idle resources
(Myint 1958). For example, if labor or land is underutilized, then NTAX
exports can expand the use of these factors and propel economic growth.
Accordingly much of the current literature promoting NTAX emphasizes
pushing labor-intensive exports (Paus 1988; IRI 1987; Salazar et al. 1988).
But except for forest lands, the land underutilization present in Latin
America may have as much to do with land tenure as with the design of
export-promotion policies (Thiesenhusen 1989; Schweigert 1990). Al­
though underemployed labor in Latin America may offer a better example
of "vent for surplus," the positive impact of NTAX should not be taken for
granted. Labor absorption depends on the product mix and ownership
patterns in the new products. Products vary in terms of their labor in­
tensities, and distinct classes of farmers will adopt different products and
input mixes, with the corresponding intensities of labor absorption usu­
ally declining with the size of the farm. IS Because export-promotion
policies can also foster land concentration and production of crops with
low labor intensities or only seasonal labor demand, the feedback of
NTAX expansion may actually worsen rural underemployment or the
"vent for surplus" situation.

Two contrasting examples from Central America's recent NTAX
history illustrate the importance of product mix and changes in access to
land. Robert Williams (1986) has documented how the Central American
cattle boom between 1958 and 1979 displaced tens of thousands of peasant
farmers from land that they had previously farmed either without official
title or with usufruct rights. This displacement effectively created unem­
ployed labor due to the low labor requirements of cattle ranching. In
contrast, the 1989 study by Joachim Von Braun, David Hotchkiss, and
Maarten Immink has demonstrated that the 1980s boom in winter vegeta­
bles among small farmers in Guatemala substantially increased their needs
for hired labor. This increased demand probably reduced underemploy­
ment in rural Guatemala, an example that would support the "vent for
surplus" argument.

What points export-promotion policies toward NTAX in the first
place is the principle of short-term comparative advantage for Latin Amer­
ica, with its rich natural-resource base. The basic argument is that, in the
short run at least, by following the price signals of international markets
and the cost signals of local technologies and resource availabilities,

15. The issue of product choice and factor use for farms of different sizes is explored in
Carter and Wiebe (1990) and in the adoption literature cited in notes 4 and 5.
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countries can specialize in products that they produce efficiently relative
to the rest of the world. This specialization will maximize income from
available resources and investible surplus for future growth. In the longer
run, specialization and openness to the international market can allow for
additional dynamic productivity improvements like technological absorp­
tion, economies of scale, and improved competition among firms. 16

For Latin America, the anti-agricultural bias of import-substitution
industrialization strategies and the associated overvalued exchange rates
of recent decades have given extra salience to the argument for gains in
efficiency via comparative advantage. Indeed, rather broad agreement has
emerged from the literature on Latin American agriculture that lowering
the biases against agriculture in general, and NTAX in particular, will
probably improve the efficiency of resource use and thus the prospects for
growth in Latin America. 17

Two critical questions about the principle of "comparative advan­
tage" can be illustrated by using the cattle and winter vegetable cases
already cited. The first is the notion that comparative advantage may not
be a "given" but rather the product of land tenure, investment, state
policies, and institutional arrangements. Central America's cattle boom
offers a good example. In that case, road construction financed by inter­
national agencies in the 1950s and 1960s was key to the sector's success, as
was the provision of U.S. beef import quotas to Central American packing
plants, a step that ensured preferential access to the U.S. market. The fact
that many peasant households lacked official title to their land was also an
important institutional factor explaining the boom because it meant that
wealthier individuals and firms could easily gain access to farmers' land
by investing in government-issued land titles-and by enlisting support
from military and paramilitary forces. It was the combination of these
sociohistorical, institutional, and political conditions, not merely some
natural characteristics of the land, climate, or labor force, that made cattle
a product in which Central America had a "comparative advantage."

The other critical question regarding comparative advantage con­
cerns the costs of adjustment involved in following market signals. Ac­
cording to the theory of comparative advantage, resources move smoothly
among sectors and do not require substantial adjustment costs. In reality,
appropriate climate, good soil, and cheap labor may not be sufficient to
enable local producers to become efficient producers of, say, winter vege­
tables. Indeed, the transfer of crops developed in other locales may re-

16. Krueger (1984) develops these arguments for outward- or export-oriented trade regimes.
Rather wide agreement holds, however, that the theoretical foundations for export-led growth
are not particularly convincing.

17. DeJanvry and Sadoulet (1989) discuss this point at length and make additional refer­
ences to a work edited by A. Fernandez (1988) and another by Michael Twomey (1989).
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quire substantial experimentation to achieve viable levels of productivity,
or conversely to avoid problems with second generation pests that may
undermine returns over time. The recent collapse of winter vegetable ex­
ports in the Dominican Republic suggests the potential for unanticipated
problems in transferring production processes. Related concerns about
the threat of similar pest and pesticide issues arising in the Guatemalan
highlands are spreading rapidlvl'' Thus because "comparative advan­
tage" in NTAX is often not inherent but is actively constructed or may
involve substantial adjustment costs, a more careful look must be taken at
the underlying social, historical, and microeconomic mechanisms that
create these advantages.

NTAX andConsiderations of Long-Term Growth / Four concerns about long­
term growth warrant attention. The first two, government expenditures
on NTAX promotion subsidies and the costs of environmental degrada­
tion associated with NTAX expansion, can be viewed as adjustments that
should be made to measure accurately the growth effects of the NTAX
development strategy and as processes that may eventually make NTAX
unsustainable. The latter two concerns focus on the kind of opportunities
for long-term growth made possible by trends in the terms of trade for
exporters of primary products and the effects of NTAX strategies on
"dynamic comparative advantage" or the range of technologies and prod­
ucts that will be adopted over time.

One of the biggest problems currently plaguing export-promotion
schemes in Latin America is the fiscal cost incurred by governments that
provide incentives to exporters of nontraditional exports, often in the
form of direct subsidies and tax exonerations. Whether policymakers did
not foresee the problems that would be caused as fiscal outlays rose right
along with exports or whether private-sector pressure overcame objec­
tions to the high subsidy rates, the irony is that some heavily indebted
Latin American countries are now disbursing a significant portion of cen­
tral government funds (about 8 percent in Costa Rica in 1990, for example)
to the exporters who are supposed to be helping shore up national
finances. To finance such subsidies, governments generally must reduce
other social expenditures, raise taxes on other economic agents or activi­
ties, or borrow internally all of which can significantly reduce growth else­
where in the economy. At what point the social benefits of the subsidies
outweigh the social costs of financing them is an empirical question,

18. The recent collapse of NTAX in the Dominican Republic will be discussed in more
detail in the next section. In Guatemala, the primary concern is that high levels of pesticide
residues will lead to strict import restrictions on Guatemalan vegetable products, a worry
voiced at all levels of the industry from the small grower to the leading processors.
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but it tends to create political conflict as one group's benefits come at the
expense of other groups' access to private or public resources.

After only a few years of policies promoting exports, export sub­
sidies have become a source of serious political conflict for the govern­
ments of Costa Rica and the Dominican Republic. In Costa Rica, subsidies
were recently renegotiated, substantially reducing the rates and tax breaks
allowed nontraditional exporters and projecting further reductions. Under
extreme fiscal pressures in recent years, the government of the Dominican
Republic has generally honored agricultural export subsidy agreements
only in the breech, while the NTAX sector has declined, if not collapsed. 19

Neither country has received increased external support for maintaining
the subsidy scheme. Indeed, the World Bank has urged both to reduce
their fiscal deficits, and U.S. AID has cut back its economic assistance. It
therefore seems reasonable to presume that external sources cannot be
expected to fund subsidy schemes, export-promotion centers, new lines
of bank credit, and related infrastructure projects even in the near future.
As it stands, if U.S. attention to Central America and the Caribbean Basin
continues to wither in the 1990s, so in all likelihood will assistance levels
that might be used to partially offset the fiscal burdens of export subsidies.

The other problem regarding growth adjustment and possible
sustainability arises on the environmental front. The evidence from the
last round of NTAX expansion in Central America, as detailed by Jeffrey
Leonard (1987) and Robert Williams (1986), points to the costs potentially
associated with NTAX efforts. The pesticide runoff from cotton farming
has imperiled terrestrial and aquatic food chains as well as water supplies.
Deforestation, particularly from the clear-cutting or burning of tropical
rain forests to accommodate cattle ranching and displaced campesinos
seeking new land, has led to serious soil erosion and degradation and
to associated deterioration of key watersheds and siltation of rivers and
lakes. These intermediate outcomes, in turn, have reduced the capacity
and life expectancy of major hydroelectric facilities and brought increased
flooding of rural and urban developments.

At the same time, some evidence suggests increased attention to
the environment in the current round of NTAX expansion. Two major
proponents of NTAX, the World Bank and U.S. AID, have increased their
emphasis on environmental issues in recent years.s? By law, AID-financed
projects must be approved by an environmental officer if they have the
potential for serious environmental effects. As a result, several environ­
mental impact studies were performed in the 1980s for NTAX-related

19. See Raynolds (1991) for more on the Dominican Republic's NTAX experience.
20. Rich (1990) provides an entry point to the literature on the increased environmental

sensitivity of the World Bank. Barham and Davis (1991) review the environmental regulation
process of the U.S. AID in the context of NTAX expansion in Central America.
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projects in Central America, and considerable policy attention has been
given to environmental issues in recent country action plans, especially
those dealing with conservation projects and pesticide problems.?!

Recent studies suggest nonetheless that the current round of NTAX
growth may not be environmentally sustainable even in the short term.
Douglas Murray and Polly Hoppin (1990), Hoppin (1989), and current
research by Murray in Honduras have explored some major pesticide
problems associated with NTAX production in winter vegetables and
melons. One of the most common is excessive use of pesticides, which
contributes to increasing pest resistance. Thus begins a vicious cycle, as
each crop rotation requires more pesticides. Soon the pests are so resis­
tant to the pesticide that they cannot be eliminated, and production may
have to be abandoned. This pattern appears to explain what happened to
several major NTAX crops in the Dominican Republic in the late 1980s.
After several years of dynamic growth (on the order of 10 percent per
year), pesticide problems led to USDA quarantines of Chinese vegetable
products and to major pest losses in tomato and melon exports. In 1988
pest outbreaks caused almost a 60 percent decline in fresh tomato exports.
The following year, acreage in tomato production fell by nearly 50 per­
cent, and yields per acre by almost 25 percent.P

In terms of human and environmental damage, epidemiological
data concerning the effects of long-term exposure to pesticides are seri­
ously lacking as are data on how particular pesticides affect surrounding
fauna and flora. Despite this shortcoming, half of the NTAX producers
interviewed by Murray and Hoppin (1990) reported symptoms of acute
pesticide illness following pesticide use. Farmers also reported large bird
and fish kills in surrounding areas following the introduction of new
pesticides. Entomologists regularly find that pesticide abuse has not only
bred more resistant pests but also killed off natural predators. Such an
outcome endangers basic food crops, as pests become uncontrollable.

Denise Stanley (1990) offers preliminary evidence that the rapid
expansion of commercial shrimp farming in southwestern Honduras is
taking place at the expense of hundreds of hectares of coastal mangroves.
These trees are essential to the rich ecosystem of coastal life, and access to
them and the coastal ecosystem is also crucial to thousands of peasants
who use these natural resources to generate income. Despite increased
attention to environmental issues by U.S. AID, program support for
NTAX promotion has apparently gone to a Honduran development bank

21. This increased attention is reflected in the increased U.S. AID funding made available
to conservation projects in all Central American countries. Pesticide problems, meanwhile,
have been the major focus of AID-sponsored research concerning NTAX projects. For exam­
ples, see Murray et al. (1989).

22. See Murray and Hoppin (1990, 22-25).
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to help finance further expansion of shrimp farming and concomitant
mangrove destruction in Honduras. 23

The third concern about long-term growth, the debate over terms
of trade, is a historic issue that rose to international prominence after
World War II along with the Economic Commission for Latin America
(ECLA) and its Executive Secretary, Raul Prebisch. For reasons of both
supply and demand, structuralists criticized reliance on exporting pri­
mary products on the grounds that such exports suffer from a secular
decline in their terms of trade relative to imported industrial goods.
Prebisch (1950) and Hans Singer (1950, 1975, 1989) argued that agri­
cultural products face inelastic demand with respect to income (as income
rises, consumers spend a smaller proportion on food), while industrial
products face income-elastic demand. This disparity leads to relative
declines in the prices of Latin American primary products as the world
economy grows. On the supply side, Prebisch contended that because of
the monopolistic market structures and strong labor unions of indus­
trialized countries, these countries are better placed to capture the gains
of economic upswings, resist losses during downturns, and capture pro­
ductivity increases. By contrast, the sharp reduction in primary product
prices during downswings or following productivity improvements was
attributed to the greater degree of competition among producers in the
periphery.

This structuralist critique suggests that a return to primary prod­
ucts-however "nontraditional" they may be-raises important questions
about long-term price trends. Moreover, the most recent empirical evi­
dence on terms of trade supports the basic Prebisch-Singer hypothesis in
that the secular trend has moved against producers of primary products
during the twentieth century at a rate of about 0.5 to 0.7 percent per
year. 24 Two important caveats need to be added, however. The first is that
the most recent evidence incorporates the major decline in terms of trade
between 1978 and 1982 and thus offers results that contrast with studies
from the late 1970s, which suggested no clear trend in the long-term data
after a decade of booming commodity prices. In other words, analyses of
terms of trade are sensitive to the beginning and ending dates of the study

23. This example from Honduras typifies the kind of exemptions allowed by the environ­
mental regulatory framework that governs AID development assistance (see Barham and
Davis 1991). In this case, because the shrimp development activity is indirectly financed by
AID assistance to a local development bank, AID financing meets the necessary require­
ments for a categorical exclusion from the regulatory framework, namely that the money is
going to a financial intermediary. Chew (1988) offers an internal AID assessment of the effi­
cacy of the environmental regulations governing AID project assistance.

24. Grilli and Yang (1988) utilize reconstructed time-series data for nonfuel commodity
and manufactured prices from 1900 to 1982 to estimate the decline in terms of trade. A time­
series analysis by Powell (1989) suggests that the downward trend may have resulted from
asymmetric jumps at three critical historical junctures rather than from a steady secular decline.
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and to cyclical movements. The second caveat concerns the perils of
overaggregating trends in primary products.i" For example, some indus­
trial input products like cotton, rubber, and metals have experienced
major price deterioration while tropical beverages, cocoa, and coffee have
appreciated considerably. Thus trends in terms of trade can vary substan­
tially depending on the mix of primary products and what they are being
compared with. 26

Dynamic comparative advantage is our last concern. As has al­
ready been suggested, the conventional wisdom is that countries should
specialize in producing and trading those goods in which they have a
"comparative advantage." Accordingly, Guatemala's highland climate and
cheap labor give it a special advantage in growing winter vegetables,
while Chile's numerous coastal bays and forests make it a natural candi­
date for trade in fish and wood products. Yet recent work in growth and
trade theory (Krugman 1990; Grossman and Helpman 1990) as well as the
development performances of Japan and the East Asian newly indus­
trializing countries suggest that this view of comparative advantage is a
rather narrow and static one that, while potentially maximizing a coun­
try's"gains from trade" in the short run, may lock it over the long run into
relatively low-skill, low-productivity activities. Operationally, this argu­
ment has different implications for Latin America than for more advanced
countries. That is to sa~ Latin American countries are not likely to become
innovators at the frontiers of many international technologies. At the
same time, focusing economic activity and policy solely on NTAX may
make the most of a country's abundant resources and cheap labor at the
expense of private and social investments that, over time, could redefine a
country's comparative advantage in a direction with positive implications
for both economic growth and distribution.

National andInternational Distributional Implications ofNTAX

As with the export-growth connection, the distributional impact of
NTAX promotion cannot be specified a priori. Each country has its own
historically evolved class structure and position in the international eco­
nomic order, both of which will influence how the costs and benefits of
NTAX strategies will be distributed. Distributional outcomes will also be
affected by state policies and by the characteristics of the particular prod­
ucts being adopted. Finally, at the most micro level of the household,

25. For a fuller discussion of this topic, see Maxwell and Fernando (1989) and Grilli and
Yang (1988).

26. Maxwell and Fernando (1989) suggest one other interesting comparison, namely of the
terms of trade between tropical agricultural exports and basic grains (like wheat) that the
tropical crop may be replacing in production. For many countries, this comparison would
show a positive trend in the terms of trade.
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intra-household gender relations will determine whether women and men
are affected differently by NTAX adoption.

International Distributional Considerations / The question of whether sur­
pluses generated in NTAX activities are diverted outside a country's
borders or are reinvested in the domestic economy depends on a variety
of factors closely connected with the specific products and production
processes encouraged by NTAX promotion as well as on who is playing
the leading role in NTAX expansion. Given space limitations, we will
develop only one issue, the capacity of multinational companies to cap­
ture surpluses in NTAX sectors.

In a liberal investment environment, much revolves around whether
multinationals hold strategic positions in the industry based on advan­
tages in technology, access to inputs, and marketing and distribution net­
works. As the following examples suggest, the scope for these potential
advantages may vary across products and countries.

In the case of Central American melon exports, multinational com­
panies have at least two advantages over national producers: flexible
sourcing and"economies of scope," which refer to a firm's ability to use its
existing production, distribution, and marketing networks to diversify its
product mix.?? For example, Chiquita, Dole, and Del Monte all have well­
established fruit-marketing networks from their long experience as pro­
ducers and exporter-importers of bananas and other tropical fruits, allow­
ing them to spread the fixed costs of a distribution network over many
products. Moreover, the fact that each company has established a major
presence in at least two countries means that each firm can shift produc­
tion sourcing from one site to another whenever it is advantageous to
do so.

In Guatemala, nontraditional production of winter vegetables was
first introduced by a multinational firm, Hanover Brands, through its
subsidiary, ALCOSA. In the process of expanding its operations, ALCOSA
decided to move from owner production to contract farming in order to
avoid the supervision costs associated with producing high-quality vege­
tables with a large wage-labor force (Kusterer, Estrada de Batres, and
Cuxi11981; von Braun et al. 1989). This approach paved the way for many
small-scale growers to enter into production. ALCOSA also served as a
demonstration project for national investors, with seven Guatemalan­
owned firms following its lead and establishing processing plants and
export networks. This trend has implied a shift in the distribution of
earnings from winter vegetable exports toward domestic processors and

27. See Byrnes (1989) for more on the melon industry in Central America.
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exporters, and the increased competition among buyers has probably
meant increased prices-and therefore returns-for Guatemalan growers-"

National Distribution andNTAX / Within any given country, distributional
outcomes will obviously be affected by the class configuration existing at
the time the nontraditional is introduced, by land tenure and other institu­
tional arrangements, and by state policy. To explore some of these issues
from a historical perspective, it is instructive to look at the case of the
cattle boom in Central America, for which we rely on the work of Robert
Williams (1986).

In Export Agriculture and the Crisis in Central America, Williams
analyzed how national and internationally sponsored export promotion
of cotton and cattle after World War II resulted in an increasing concentra­
tion of wealth and a dramatic proletarianization of the rural labor force in
Central America. Especially in cattle, large amounts of credit or initial
capital were required to establish a herd of the new breed appropriate for
export. Credit was made available through private and state development
banks, but only to those with sufficient collateral (large landholdings or
other business assets) to back up the loans. This requirement put already
wealthy landowners and the urban elite in a favored position to take
advantage of efforts to promote cattle exports. Furthermore, the land­
extensive nature of cattle production and the fact that cattle roam "wher­
ever grass can grow" meant widespread displacement for peasant house­
holds. Peasants who were farming land on a usufruct basis or without title
were pushed off their lands as these lands suddenly became coveted for
cattle production.

Williams tells a similar story about the earlier boom in cotton
exports. His detailed analysis of both these cases shows that while this
early attempt at export diversification offered major profit-making oppor­
tunities for large landholders (including multinationals) and urban elites,
the vast majority of small peasant farmers lost out in terms of control over
assets, income, and the production process. The ultimate result was the
collapse of the agroexport model under the onslaught of economic trou­
bles and increasing social and political pressure. This collapse was partic­
ularly dramatic in Guatemala, Nicaragua, and El Salvador, where cotton
and cattle expansion were promoted most vigorously and without con­
cern for the distributional impact on the rural landless and nontitled small
landholders.

In terms of forming hypotheses about distribution issues, Wil­
liams's study offers two main directions. First, given the increased con­
centration of resources associated with the last Central American effort at

28. This argument is made in von Braun, Hotchkiss, and Immink (1989,34-35).
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export diversification, recent market-based strategies are likely to pro­
duce similar outcomes unless careful attention is paid to product charac­
teristics and the underlying structure of resource access and control.
Second, export-oriented growth or any growth that engenders increased
inequality can generate political crisis by breaking down reciprocal rela­
tionships, physically displacing individuals, and making their means for
earning a living more precarious. The extent of this process, which
depends partly on the relative importance of NTAX activities in the overall
economy and partly on the degree to which state policy aims at avoiding
or ameliorating the impacts on the "losers," is central to the integrity of
the country's political and social fabric.

CHILE, COSTA RICA, AND GUATEMALA: THREE LEADERS IN NTAX EXPANSION

The following surveys of recent NTAX expansions in Chile, Costa
Rica, and Guatemala are based on ongoing research efforts of the au­
thors.F? These overviews address the broad themes discussed in the
preceding section, with some variation in emphasis.

Chile

Chile's contemporary experience with NTAX can be divided into
two phases, one "pre-crisis" and the other "post-crisis." In the first phase
(1976-1981), the government sought to stimulate exports through macro­
economic policy changes rather than through specific policy incentives
(Moran 1989). Thus tariff reductions, elimination of non-tariff barriers,
liberalization of trade flows, and exchange-rate policy were all used to
convert the Chilean economy into an open one. This approach was
partially successful: exports, particularly NTAX like fresh fruit and cer­
tain seafood and forestry products, grew notably between 1976 and 1981,
reducing the country's heavy dependence on copper exports (Moran 1989;
Ominami and Madrid 1989).30 With both fruit and forest products, how­
ever, it should be noted that state investments in these sectors under
Presidents Eduardo Frei and Salvador Allende laid an important founda­
tion for their subsequent expansion.v! The growth of these NTAX indus-

29. See note 2, inter alia.
30. While exports did grow, imports grew even faster (Moran 1989), financed by a tremen­

dous inflow of capital between 1979 and 1981. Between 1978 and 1981, Chile's total external
debt more than doubled from 7 billion U.S. dollars to 15.6 billion (Moran 1989, 498).

31. Jarvis discusses the key role played by Chile's 1966 National Plan for Fruit Develop­
ment in promoting the development of Chile's fresh-fruit sector and its later expansion in the
1970s and 1980s (Jarvis 1991,3). Gomez and Echenique (1988) provide similar evidence of an
early government role in the case of forestry.
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tries was clearly reflected in macroeconomic growth rates, which aver­
aged 7.2percent over the period (Banco Central de Chile n.d.).

The second and more noteworthy phase of NTAX growth com­
menced in 1984 and continues into the present. As part of Chile's effort to
revitalize economic growth after the worst crisis in half a century, the state
adopted a number of specific measures designed to stimulate exports. 32

These included eliminating the stamp tax on exports and the value-added
tax on imported inputs to be used for export-oriented activities, offering a
special "drawback" to exporters of nontraditional goods equal to 10 per­
cent of the free-on-board (FOB) value of the exported merchandise.P and
creating special credit programs to offer working capital to exporters.>'
These policies, combined with conditions prevailing inside and outside
the country, led to a significant expansion in export activity. Between 1984
and 1989, nontraditional exports of agriculture, fishing, and forestry
products more than doubled (from 1.22 billion dollars to 2.71 billion).
During the same period, GOP growth averaged 6.4 percent a year, due at
least partly to the dramatic rise in export earnings. The newfound impor­
tance of exports is expressed most dramatically in the fact that exports
now represent more than a third of Chile's GOB up from about 10 percent
in the 1960s.

Chilean Participation in NTAX Activitiesand Labor-Market Effects / The liter­
ature on Chile's export fruit industry was the first to identify the apparent
emergence of a new entrepreneurial class linked to Chile's NTAX sectors.
Sergio Gomez (1986), Jose Miguel Cruz (1988), and Daniel Rodriguez and
Sylvia Venegas (1989) all have shown that although traditional landhold­
ing families make up part of the empresarial class involved in fruit activ­
ities, Chile's agrarian bourgeoisie has expanded to include urban indus­
trialists and professionals (like agronomists and MBAs), foreign inves­
tors, and multinational corporations. Many of these new fruit producers
not only come from other areas of the economy but remain tied to them.
For instance, Rodriguez and Venegas found that 59 percent of the 151 fruit
growers whom they interviewed also engaged in economic activities
outside the fruit sector (1989, 9). Preliminary results from interviews in
the fishing industry confirm strong linkages to other sectors (Schurman,
in progress).

For members of this "new empresarial class," their educational

32. It should be noted that after the economic crisis in 1982-83, the Pinochet government
abandoned the more extreme elements of the neoliberal policy trajectory it had adopted in
the middle to late 1970s and turned to a more pragmatic approach.

33. The definition of nontraditional exports utilized by this law stipulated that the total
value of exports of a particular product had to be less than 2.5 million dollars in 1983 and 1984
to be eligible for a drawback.

34. See Ossa (1988), E. Rodriguez (1988), Moran (1989), and Chile EconomicReport (1985).
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level, professional training, and personal contacts have provided a special
edge. 35 Fundamental to this edge is their access to capital, which has
become an increasingly important factor of production within Chile's
NTAX sectors (M. E. Cruz 1981: 342). Fruit production has turned into a
highly sophisticated technical process requiring substantial capital in­
vestment and know-how. Growers who are able to acquire the necessary
capital and invest in the latest technologies have managed to obtain yields
as high as their counterparts in the United States and Europe (Rivera
1988, 5; Gomez and Echenique 1988). Not surprisingly, these require­
ments have tended to exclude smallholders, few of whom have enjoyed
the same successes as large landowners and urban and foreign investors
(Rivera 1988; Echenique 1989).

Although medium-size farmers play an important role in the pro­
duction of many NTAX, particularly in the fruit sector (Rodriguez and
Venegas 1989; Gomez and Echenique 1988), the general tendency in
Chilean NTAX has been toward concentration. In forestry, two economic
groups control half the country's plantations of radiata pine (M. E. Cruz
1987). In fish meal, which accounts for about 55 percent of Chile's fishing
exports (by value), seven companies account for two-thirds of all produc­
tion in the country (Duhart and Weinstein 1988, 2:6). Moreover, three of
them are owned by the same economic group. Chile's new export sectors
are also experiencing a process of "multinationalization." In fruit, three of
the four top firms are owned by multinational companies.i" and in the
forestry sector, foreign investors have come to own a large share of the
forestry patrimony (Gomez and Echenique 1988; Contreras 1988). Foreign
companies from Japan, the United States, Norway, and Scotland are
among the most important in Chile's new salmon industry.

Although the ownership of Chile's NTAX firms is concentrated,
thousands of Chileans have been drawn into the orbit of these new
industries as salaried employees and workers. The literature suggests a
strong increase in the overall demand for labor in the fishing, fruiticul­
ture, and forestry sectors, especially since 1984, although the estimates
vary widely depending on author and source of data. Many of the new
employment opportunities are seasonal, which has greatly expanded the
use of temporary workers, as shown for the case of agriculture in table 2.

35. Cecilia Montero (1990) offers an insightful and provocative analysis of the new Chilean
empresariado based on extensive interviews with selected empresarios in a wide range of
economic activities. She advances the hypothesis that this group is primarily composed of
professionals from middle-class backgrounds. Unusual structural conditions faced by this
group during the economic transformation of the Pinochet era forced them to reorient them­
selves away from the career paths traditionally taken by this class (as public functionaries,
politicians, and academics) and to develop private initiatives of their own. Schurman (n.d.)
has found some evidence to support Montero's hypothesis in her interviews in the Southern
Austral fishing sector.

36. See El Mercurio, 22 Oct. 1990, p. B-1.
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1986-871975-761964-65

TAB L E 2 Sizeof the Chilean AgriculturalWage-Labor Force duringThree Decades

Agricultural
Wage- Labor Force

Permanent 208,000 161,000 120,000
Temporary 147,000 198,000 300,000

Sources: Gomez and Echenique (1988, 64); original data, CensosAgropecuarios INE, 1986-87.

Similar seasonal variation has been observed in the forestry and fishing
industries, due to natural conditions (relating to climate or growth cycle)
and the organization of production (Schurman n.d.; Polo-Diaz 1983, 158).

The demographic composition of the work force has also changed
significantly as a result of the NTAX boom. Women, urban and semi­
urban dwellers (including underemployed heads of households), and
youths are all important parts of Chile's temporary work force (Rivera
198~ 175; Gomez and Echenique 1988). About 30 percent of Chile's agri­
cultural work force during the harvest season is urban or semi-urban in
origin, a figure that increases to 50 percent when one includes the coun­
try's central valle)', the main fruit growing region. Rigoberto Rivera has
pointed to two explanatory factors for this phenomenon: the poverty
generated by the crisis of urban industry and the inability of urban
families to subsist on one income (198~ 172).

The conditions in which individuals live and work have been
criticized by many who have studied Chile's NTAX sectors (M. E. Cruz
1987; Gomez and Echenique 1988; Duhart and Weinstein 1988; Falabella
1988; Jarvis 1989; Polo-Diaz 1983). Yet it is unclear to what extent low
wages, harsh working conditions, and job instability can be attributed to
NTAXper se versus the other policy measures of Chile's neoliberal model.
As late as 1986, real agricultural wages still had not surpassed their 1965
levels (Jarvis 1989, 261), leading some to credit Chile's NTAXsuccess to the
availability of a cheap labor force (Rivera 198~ 171; M. E. Cruz 1987).37
Some evidence suggests, however, that wages in fruiticulture have re­
cently begun to rise due to greater labor demand (Gomez and Echenique
1988,77).

The Sustainability of Chile's NTAX Activities / In Chile, where natural re­
sources are the basis for the export boom, environmental sustainability

37. Wage and working conditions in the fish-processing plants in southern Chile are no
exception to this generalization. Wages ranged from a legal minimum of about eighty dollars
per month (in 1990) to about two hundred dollars for workers who are especially productive
and work considerable amounts of overtime. The conditions, however, remain abysmal: the
typical worker in a fish plant stands on her feet for nine hours a day in a freezing cold room,
cutting and gutting fish that arrive on a conveyor belt. The normal work week averages more
than fifty hours, making the average hourly wage range from forty cents to a dollar.
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has become a key question. Of the three nontraditional growth sectors,
fishing comes the closest to being a purely extractive or 1/ mined" resource.
The most important activity, fish-meal production, has been plagued by
declining stocks due to natural phenomena (such as the changing offshore
currents associated with El Nino) and overfishing (Duhart and Weinstein
1988, 29-36).38 Certain shellfish species, another major export in recent
years, have been severely depleted as a result of the export boom. This
trend has forced the Chilean government to impose protective bans,
which have been only moderately effective. The one bright spot in the
sector's future is the handful of fishery products that can be cultivated,
like salmon, seaweed, and a small number of shellfish (mussels and
oysters). Cultivated salmon are now a significant product: a projected one
hundred million dollars in earnings for 1991 will amount to nearly 4 per­
cent of NTAX activities. In the case of seaweed, however, which has be­
come an important source of income for thousands of families in southern
Chile, the economic viability of cultivation is already being threatened by
the development of a synthetic substitute for agar-agar.

In a direct attempt to assess the issue of sustainability, Andres
Comez-Lobo (1990) has reestimated the growth rate of Chile's fishing
sector, taking into account the draw-down on natural resources experi­
enced between 1980 and 1989.This recalculation is based on the argument
that current methods used to figure national income accounts fail to treat
natural resources as depletable economic capital. Comez-Lobo has calcu­
lated a rate of depreciation of fish stocks, which he used to adjust the
sectoral growth rate (estimated at 8.8 percent per year in the 1980s) to
determine what growth in the fishing sector would have been if natural
resources had not been drawn down. The sustainable growth rate turns
out to be 4.6 percent, about half of what was incorporated into the
national income accounts. For the last five years (1985-1989), the growth
rate adjusted for depreciation was actually a negative 2.2 percent.

The outlooks of resource supply for forestry and agriculture are
less troublesome. Although vast expanses of native forest (consisting pri­
marily of slow-growing hardwood species) were felled indiscriminately to
produce wood chips for export, the backbone of Chilean forestry exports
is radiata pine, which is grown in plantations. In 1974 a new law was
passed establishing subsidies of up to 75 percent for reforestation, and
since then more than half a million hectares have been planted in forest,

38. See also several publications of the Instituto Fomento de Pesquero (IFOP): "Analisis de
la actividad pesquera extractiva nacional," draft prepared for the Corporacion de Fomento de
la Producci6n (CORFO), Santiago, 1990; Diagnostico de las principaies pesquerias nacionales
bentonicas, III-IV, y X Region: estado de recurso (Santiago: CORFO-IFO~ 1988, 1989); Diag­
nosiicode las principales pesquerias nacionales paiagicas-zona norte:estadodel recurso (Santiago:
CORFO-IFO~ various years).
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90 percent of them in pine. 39 The problems in forestry revolve more
around economic viability and the distributional equity of subsidy pay­
ments, although evidence on those issues is lacking. In the case of ex­
port agriculture, the main questions surround chemical pollution from
pesticides, herbicides, and fertilizers as well as problems associated with
irrigation.

The other key question related to the sustainability of the NTAX
boom concerns the political environment in which it took place. During
the period of military rule, Chilean empresarios were presented with
unusual conditions that were extremely favorable for production and
investment.?? Beyond a minimum of environmental regulation, the Pino­
chet government early on dismantled the power of organized labor, elim­
inating its capacity to bargain collectively and ensure even the most basic
worker rights (Ruiz-Tagle 1985; Frias 1989). Furthermore, the economic
policies followed during the 1970s and early 1980s led to the highest un­
employment rates since the Great Depression. In essence, Chilean labor
was recrafted into a cheap, malleable factor of production.

At the political-economic level, the sustainability of Chile's NTAX
model centers on two major challenges. The first is whether Chile's new
empresarios will be able to move beyond the 1/ easy phase" of export-led
growth based on exporting simple primary products to a more demand­
ing and complex stage, where greater value is added (Ominami and
Madrid 1989). The second challenge is whether the NTAX strategy can
withstand growing pressures for a more equitable distribution of the
benefits of growth, pressures that are already being felt in the political
arena.

Costa Rica

Despite its small size, Costa Rica presents a crucial case for evaluat­
ing NTAX strategies. First, the national economic crisis in the early 1980s
was severe. With the fourth-highest debt per capita in the world and an
economy highly dependent on a few agricultural exports (Zimbalist 1988,

39. These data extend only through 1988 (Republica de Chile 1988). Unfortunately, the
subsidy represents such a strong financial incentive that many private landowners have cut
or burned down native hardwood forests to plant them with the much faster growing radiata
pine. This tree requires about twenty years to mature in Chile, compared with fifty to a
hundred years for some other species. The environmental damage and economic waste stim­
ulated by the subsidy policy has not been empirically estimated, but according to forestry
expert Pablo Donoso, it has been enormous.

40. Chilean empresarios were given what might be characterized as carte blanche in terms
of production practices. One such empresario in the fish industry recounted in an anony­
mous interview, ''A kind of myth was created around empresarios, a theology with respect to
the empresario. [We]empresarios became almost superhuman. In this country, there wasn't
anything that an empresario couldn't do, nothing that wasn't within our reach."
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25), Costa Rica certainly needed to generate additional foreign exchange
and to diversify its economy. Second, in no small part because of its
geopolitical importance to the United States during the 1980s, Costa Rica
was the object of aggressive efforts to promote nontraditional exports by
the Reagan administration and the World Bank.v' Third, Costa Rica is the
only Latin American country where a long history of democratic govern­
ment, concern for social equality, and a relatively successful record of
NTAX promotion all intersect. Presumably, the legacies of democracy and
social equality favor wider access to participation in NTAX than has been
found in other Latin American countries.

Although nontraditional export promotion is not a new idea in
Costa Rica, the institutions and legislation established in the 1960s and
1970s to encourage new exports were not particularly successful. Yet
Costa Rica was the first Central American country to react to the economic
crisis of the 1980s by using policy measures to launch a serious export­
promotion drive. Beginning in 1983, the Costa Rican government took a
number of steps intended to affect the macroeconomic environment (such
as devaluing the exchange rate) and to encourage exports directly (as in
grouping some already existing incentives together into attractive pack­
ages). Through various measures, agricultural policy was shifted away
from supporting domestic food production and toward promoting exports.

The ensuing NTAX boom has been rather dramatic, with the value
of nontraditionals almost doubling from 268 million dollars in 1985 to 519
million in 1990 and the percentage of total export earnings from these
products soaring from 12 percent in 1984 to 43 percent by 1990. The
portfolio is fairly well balanced among agricultural products, fish and
seafood, and some light manufactures. In 1990 the leading Costa Rican
NTAX products were flowers, ornamental plants, and foliage (58 million
dollars), fresh and frozen fish and shrimp (45 million), and fresh pine­
apple (38 million dollars).

The Sustainability ofNTAX in Costa Rica / Most of what is currently known
about the distributional impacts of NTAX promotion in Costa Rica con­
cerns the incentives and access to participation in exporting the new
products. The main fiscal incentive available to nontraditional exporters
in Costa Rica is an export tax credit known as the CAT (Certificado de
Abono Tributario). CATs are awarded to firms that export nontraditional
exports-regardless of the company's nationality, size, geographic loca­
tion, or product line-with the proviso that exports must contain a mini­
mum of 35 percent national value added. The tax-credit certificate equals

41. See "Costa Rica: Preparing for New Debt Negotiations," Latin American RegionalRe­
ports: Mexico and Central America, 15 Jan. 1981: p. 2; and "Costa Ricans Cheerfully Absorb
U.S. Aid Sent as Immunization against Nicaragua," WallStreet Journal, 19 Sept. 1985, p. 36.
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15 to 20 percent of the FOB value of a firm's nontraditional exports and is
negotiable on the national stock exchange. Recently, a government minis­
try leaked a study showing that of the export tax credits paid between
March 1988 and September 1989, 1.5 percent of firms receiving CAT
payments got 27 percent of the total value and that the bottom 39 percent
of firms got 1.4 percent. Del Monte's pineapple subsidiary, PINDECO,
received the largest amount of tax credits.

The leading firms in the NTAX sector in Costa Rica are predomi­
nantly foreign. PINDECO controls nearly all of Costa Rica's fresh pine­
apple exports. Foreign capital also dominates flower and plant exports,
especially the plant products with greater value added, although national
participation in this sector is significant. Only a small portion of produc­
tion in either sector is purchased from national growers, implying that
participation by small farmers is Iimited.V

Foreign domination in Costa Rica's NTAX sector appears to be
based on superior access to market information, transportation, tech­
nological expertise, and credit.v' For example, consumer preferences for
variety and color in plants and flowers are fickle, and exporters therefore
must have constant and reliable information about what to produce and
when. U.S. and European investors often negotiate deals with importers
in their own countries before starting to produce and export. Some Costa
Rican producers do not know how marketing for their product works in
another country and have few contacts to inform them. Moreover, plants
and flowers normally require air transport, the capacity for which is
limited in Costa Rica. Air cargo companies often give priority to large­
scale exporters who can guarantee shipment of a set amount of cargo on a
regular basis.

In pineapples, Del Monte has its own shipping fleet and can fill a
ship's container with pineapples and other fruits that it grows or buys
from independent farmers. Harvesting enough of a product to fill a
container is a real problem for smaller exporters in contracting shipping
space. On the production and quality side, foreign firms also have an
advantage because they have years of direct experience in costly on-farm
research or can more readily afford to import genetic material, learn
specialized cultivation methods, and provide careful post-harvest han-

42. Several crucial government databases on nontraditional sectors are unavailable to the
public in Costa Rica, precluding exact statistical descriptions of the new industries. The infor­
mation on ownership was compiled from data obtained from the Banco Central de Costa
Rica, the Centro de Promocion de Exportaciones e Inversiones (CENPRO), from interviews
with industry experts and export firms, and from Thatcher (1990) and INCAE (1989).

43. This argument is based on Thatcher (1990,8) and interviews with four NTAX firms,
one in pineapple, one in flowers, and two in ornamental plants. Unlike agricultural exports,
fish exports are dominated by two national firms and are supplied by thousands of small
fishermen.
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dling. Much of their edge comes down to being a better credit risk in that
their larger and more diversified base of assets makes acquiring inputs
easier.

Even though Costa Rica has a strong cooperative movement that is
responsible for a substantial portion of gross domestic product, co-ops
and small farmers export only a tiny portion of the new products.v' This
outcome has resulted partly from Costa Rican and AID policymakers' lack
of interest in promoting participation by co-ops and small farmers and
partly from the market disadvantages faced by these groups. Recent case
studies suggest that agrarian reform beneficiaries who attempted to culti­
vate NTAX products were plagued by problems with plant diseases, poor
technical assistance, lack of knowledge of market conditions, inadequate
credit, and a weak bargaining position vis-a-vis exporters.v'

Several Costa Rican officials feel that the way in which NTAX
policy has been promoted there has violated the country's sovereignty
(Clark, in progress). For example, in May 1988 an advisor to President
Oscar Arias accused the United States of setting up a parallel state in
Costa Rica consisting of several AID-funded agencies that perform essen­
tially the same functions as those assigned to government institutes.w
Indeed, the Coalicion Costarricense de Iniciativas para el Desarrollo
(CINDE), founded by AID in December 1982 and wholly funded by the
agency ever since, has the same basic purpose as the Costa Rican govern­
ment's Centro de Promocion de Exportaciones e Inversiones (CENPRO).
CINDE is far better financed and more active than CENPRO, although it is
neither part of the Costa Rican government nor accountable to the Costa
Rican public.

The most important stumbling block to Costa Rica's NTAX strategy
is domestic politics. The CAT program has come under fire from forces
within recent administrations and from the World Bank because of its
drain on the fiscal budget. In the last five years, expenditures on CATs
have increased by a factor of nineteen and in 1990 will account for 8 percent
of the national government's budget, or more than 2 percent of GNP.

44. Although one of the two national fish-exporting firms is legally a cooperative, it is a
cattle ranchers' cooperative from northwestern Costa Rica that has diversified from export­
ing beef into processing fish and seafood for domestic and foreign markets.

45. See Jimenez and Villalobos (1991), Nelson (1988), and Cascante and Rodriguez (1989)
for more on the problems of small farmers in the current push for NTAX development. Small
and medium flower growers often face additional obstacles at the international level. For
example, in 1986 the u.S. International Trade Commission imposed a 46.5 percent duty on
Costa Rican flowers, accusing growers of receiving unfair subsidies and dumping on the U.S.
market. The duty was later reduced the same year that Costa Rican growers agreed to forfeit
their CATs. This decision resulted in a dramatic restructuring of the Costa Rican flower in­
dustry. Many small and medium national exporters, who apparently relied on CATs to meet
their profit margin, went bankrupt.

46. See "Costa Rica: Arias Advisor Criticizes U.S. Policy," Central American Report, 1 July
1988, p. 195.
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CATs are being gradually reduced because of substantial fiscal deficits,
documented cases of corruption in the CAT system, and growing evi­
dence that a few large companies are benefiting disproportionately from
the program. With the fate of CATs unresolved in Costa Rica, the former
president of the Camara de Exportadores de Costa Rica (CADEXCO) has
argued that the uncertainty in export incentive policy is currently causing
a serious downturn in NTAX sectors.f? Only time will tell how dependent
the Costa Rican export boom is on generous fiscal incentives.

Guatemala

In Guatemala the promotion of NTAX has been an integral part of
U.S. economic assistance policy since the mid-1980s. The provisions of
the Caribbean Basin Initiative have allowed for duty-free export of a wide
range of new agricultural products such as melons, berries, flowers,
broccoli, and snow peas. PROEXAG, an AID-financed NTAX promotion
agency headquartered in Guatemala Cit)', provides essential services like
crop and market research and contacts with U.S. buyers for established
and aspiring Guatemalan exporters. Financially, the United States has
been supporting the NTAX sector with generous loans to the exporting
companies. An early example of this practice was a series of loans made to
ALCOSA, the first export-oriented frozen vegetable plant in Guatemala.
More recently, AID provided funding to INAPSA, which in the summer
of 1989 finished building the largest and most modern plant for freezing
produce in Central America, with the capacity to handle fifty thousand
pounds of product per hour.

From the U.S. perspective, NTAX have a central role to play in
helping Guatemala"grow out of" its economic and political crises: on the
economic side by generating much-needed foreign exchange and employ­
ment and on the political side by shoring up the neoliberal bourgeoisie,
which has invested most actively in the sector. This group finds expres­
sion in the Gremial de Exportadores de Productos No Tradicionales and in
the new daily Siglo 21. It is viewed as a modernizing force, as distinct from
the old oligarchy clinging to semifeudalland and labor arrangements.:"

The Structure of NTAX in Guatemala / The organization of NTAX in Gua­
temala varies considerably according to crops and regions. Toexamine the
variations, it is useful to divide the process conceptually into four compo-

47. Interview with Sylvia Fletcher, former president of the Camara de Exportadores de
Costa Rica (CADEXCO), 13 Nov. 1990, Heredia, Costa Rica.

48. It is interesting to note, however, that PROEXAG has been making an effort to draw the
oligarchy into the NTAX sector by inviting them to informational meetings and the like. One
PROEXAG official pointed out that the vast resources commanded by this group make them
worth courting as potential investors.
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nents: agricultural production, first-stage marketing, processing and pack­
ing, and exporting. For example, an export operation that is fully inte­
grated vertically grows the crop on owned or rented land using hired
labor (avoiding a first-stage market intermediary), processes or packs the
product in its own plant, and exports directly to the United States or
Europe. In Guatemala this kind of arrangement is most common with
fresh specialty fruits and to some extent with snow peas. A variation on
this pattern would be an exporter who contracts out some or all of the agri­
cultural production but avoids an intermediary by dealing directly with
growers. Such a practice is common in broccoli and melon production.

A 1990 survey of six of the eight companies that export frozen
broccoli shows how production of this crop is distributed among com­
panies' own land, agricultural cooperatives, and contracts with individual
farmers (Katz, unpublished data). Only two of the six companies grew
any amount of broccoli on land owned or rented by the company itself,
representing about 3 percent of the total production of all growers. Con­
tracts with cooperatives were somewhat more significant. Four of the six
firms procured product from cooperatives, with INAPSA (the AID-funded
processing plant mentioned earlier) obtaining more than 80 percent of its
volume from agricultural cooperatives. Overall, cooperatives accounted
for about one-sixth of the production of all six firms. Contracts with
individual farmers were the most important source of raw material for
broccoli exporters, accounting for over 80 percent of production. What is
most striking about this last sector is the share of small farms in produc­
tion. Farms of less than two manzanas account for 36 percent of broccoli
production, and farms of two to ten manzanas account for 27 percent.t?

If we combine the production of the contract farmers with the
smallest farms and the share represented by agricultural cooperatives
(also generally made up of farmers owning less than two manzanas), this
group is responsible for over half of all broccoli production in Guatemala.
Export vegetables would therefore seem to be a distributional "best-case"
scenario in which preexisting patterns of land tenure along with climatic
conditions and the labor intensivity of the crops have prevented small
farmers from being excluded from NTAX, unlike the trends in Chile and
Costa Rica. Yet along with participation have come the risks associated
with the new crops, such as the displacement of food production, rejec­
tion of produce by export processors as part of quality control, and rising
input prices with fixed contract prices.

Distributional Impact of NTAX in Guatemala / The most complete study to
date of the distributional impact of NTAX in Guatemala is the collabora-

49. One manzana equals about 1.7 acres.
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tive work of the Instituto de Nutricion de Centroamerica y Panama
(INCAP) and the International Food Policy Research Institute (IFPRI) on
the recent expansion in producing winter vegetables in the highlands just
west of Guatemala City (von Braun, Hotchkiss, and Immink 1989). Their
case study of the Cooperativa Agricola Cuatro Pinos, Guatemala's most
successful agricultural cooperative, compares the patterns of farm pro­
duction, incomes, and nutritional attainment of co-op members and their
families with those of a control group of nonmembers from the same
villages.

According to the Cuatro Pinos study, co-op members' incomes are
rising. Indeed, many have done well enough to accumulate additional
small plots of land. Seasonal labor migration to the coffee-growing pied­
mont and to the cotton and sugar plantations on the south coast has
declined for co-op members, their families, and other local workers.
Instead, these communities are working on cultivating two to three rounds
of export vegetables as well as their traditional corn and beans.

The work of INCAP and IFPRI sheds light on another major dis­
tributional concern: the effect of export expansion on food production
and food prices. At the farm level, Cuatro Pinos members continue to
grow corn on a majority of their land (50 to 60 percent compared with
more than 80 percent in the control group), and their corn yields were
significantly higher than those of the control group. Despite planting
proportionately less land in corn than nonmembers, Cuatro Pinos farm­
ers produced more corn per hectare of farmland than nonmember house­
holds. Possible explanations for these higher yields are better access to
fertilizers and other agricultural inputs, the nitrogen-fixing property of
snow peas, and careful cultivation practices essential to farming export
vegetables. At the least, the evidence from Cuatro Pinos suggests that the
effect of NTAX expansion on food supply and thus on the real wage is not
necessarily negative.

The central focus of the INCAP-IFPRI study, namely the nutritional
impact of the NTAX expansion, allows exploration of one more crucial
distributional question: what is happening at the level of allocating re­
sources within households? As is well known from previous studies of
agricultural commercialization, changes in production relations within
the household can have important effects on claims to output within the
farm unit and thus on consumption patterns (Blumberg 1985; Kennedy
1989). The Cuatro Pinos study found only slight differences between the
nutritional attainment of children of co-op members and those of the
control group, despite clear evidence that co-op families are earning
higher incomes and achieving higher grain yields. This result is particu­
larly unsettling in that it implies continuing problems with nutritional
deficiencies for children even on the" successful" farms.

Exploratory research by Blumberg (1985) and Nieves (1987) sug-
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gests that gender-specific phenomena help explain the seeming paradox
of higher incomes and unimproved nutritional status. They argue that the
income generated by NTAX is by and large controlled by the male head of
household and thus" there is less improvement in home and 'basic human
needs' consumption-including diet/nutrition-than in economic con­
sumption ... [such as purchases of] ... land ... [and] ... pickup
trucks" (Blumberg 1985, 21-22). These results suggest the importance of
considering intrahousehold resource distribution in evaluating the socio­
economic impact of NTAX at the household level.

CONCLUSION

Any appraisal of the impact of nontraditional export strategies on
economic development in Latin America faces the fundamental challenge
of identifying which level or levels are going to be addressed. In this
article, we have undertaken three basic tasks that we hope will be helpful
to future evaluations. First, we have set forth in figure 1 and subsequent
sections a framework that places the different levels of analysis in a logical
order, starting with research on product choice and promotion of NTAX
and then moving through the effects of NTAX expansion on net exports,
economic growth, and distributional issues. Second, we have placed extra
emphasis on long-term growth and distributional concerns to fill a void in
the literature and also to recast the debate in the direction of questions
fundamental to meaningful development in Latin America. Third, we
have used preliminary results from ongoing research in Chile, Costa Rica,
and Guatemala to bring some of these issues into sharper focus.

Evidence from the country studies suggests that research efforts
focusing on these issues of long-term growth and distributional impacts
are likely to be at the center of debates about the viability and welfare
effects of NTAX strategies. In the case of Chile, where domestic experi­
ence with NTAX and the study of NTAX promotion are most advanced,
serious questions can be raised about the continuing viability of NTAX
growth in key sectors. These questions pertain to stricter"economic"
reasons, such as market saturation or overplanting in the grape sector
(Jarvis 1991) and overfishing in the fish sector, as well as deeper socio­
economic reasons relating to increasing political pressure to redress the
inequities that have developed from rapid growth with wage repression.
In Costa Rica, the political debate over NTAXcenters on the claim by a few
large exporters to export subsidies in a tightly constrained fiscal environ­
ment and, to a lesser extent, on the limited degree of participation by
smaller farms and cooperatives in the boom, especially given the cuts in
support programs for basic grains that have accompanied the move to
neoliberal agricultural policies in Costa Rica. Finally, while NTAX growth
in Guatemala is still incipient and does not draw heavily on public
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revenues, the NTAX strategy is important because of its potential impact
on the highly inequitable agrarian structure of Guatemala, the rise of a
broader-based rural capitalist sector, and the basic welfare of households
on small farms in the highlands. In all three cases, analytical emphasis on
the basic characteristics of NTAX products and their related market fea­
tures will be crucial to exploring the mechanisms that link export expan­
sion and economic growth, uncovering the likely distributional implica­
tions of different NTAX strategies, and providing vital information about
how such strategies are likely to affect long-run development trajectories.
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