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Tools tor Decision Making in Natural Resource Management . 

This manual is the first of a series ofnine to be translated from Spanish. The 
original series contaíns the following tit/es (all translated trom Spanish): 

1. Participatory method for 
identífying 
and c/asslfyfng local indicators of 
soil quality at the microwatershed 
level 

2. Photo-topographical analysis 
(PTAl of land use trends in hillsides 

3. Participatory mapping, analysis, 
and monitoring of natural resources 
in a microwatershed 

4. Methodology for analysing the 
stakeholders in volved in collective 
land management at the 
microwatershed level 

5. Identifying living standards for 
developing local rural poverty 
profiles 

6. Atlas of Yorito and Sulaco, 
Department o, Yoro, Honduras 

7. Identifying and assessing mamet 
opportunities for sma/l rural 
producers 

8. Use of simulation mode/s for 
ex ante evaluation 

9.Development of local organizational 
processes for co/lective management 
of natural resources 



The figure representsthe set of tools for use in decision making in natural resource 
management. The tools, represented by the green sections of the figure and titles 1 to 3, help 
identify, analyse, and prioritize biophysical components, such as natural resources at the 
farm, m icrowatershed, or sub-basin levels. 

Tt,ose tools in blue (titles 4 and 5) help identify relationships between the different users of 
natural resources. By identifying standards of living, the socio-economic components can be 
classified at the rural community, village, and regional levels. 

T~ei tool in yellow (tltle 6) helps standardize integration, analysis, and presentation by 
m~pping data generated by the tools in green and blue. 

The tools in orange (titles 7 and 8) help facilitate the design of altemative scenarios to plan 
production at the farm and microwatershed levels. 

Encompassing these eight decision-making tools, the purple tool (Iitle 9) helps (a) define the 
col/ective use of the other tools, and (b) dissem inates results obtained from their application. 
This tool is useful tor organizing communities to improve their decision-making processes 
during collective management of natural resources at the watershed level. 
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Preface 

This manual was translated from the original Spanish version because its content is 
considerad to be quite pertinent for other continents and regions such as Africa and the 
Caribbean, where many small rural producers speakthe English language. 

Specifically, the new English version of this manual will be used for the first time in a training 
ccpurse on rural marketing to be held in Nairobi, Kenya from 22 27 November 1999. This 
nlal1<eting course has been organized by liTA, C IAT and CIP. 

This English version of the manual is an improved version because it includes additional 
m¡:¡t¡:¡rial. The basis for these additions have been the feedback obtained from colleagues 
and trainees in Latin America, specifically Colombia, Nicaragua, Honduras, Ecuador and 
P~rú. 

The manual has an innovative approach to rural development which stresses a greater 
bu~iness and marketing orientation. It also proposes a novel participatory approach lhal 
allc¡lws the rural producer to evaluate his/her marke! options. 

Preface 
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Background Information 

The small rural producers in Latin America have tradilionally been producers of slaple foods. 
Originally, .they aimed to supply their own food needs and some managed to produce 
surpluses tor sale. Today, Ihis sector is highly heterogeneous, differentiating according to 
well-bEling level and different grades of orientation toward the markel. 

! 
The importance of linking small producers with markets is currently recognized in view of: 

- The globalization and opening of the world economy, which makes it increasingly 
necessary lo link small producers with markets, not only for the producer's sake but also 
tor Ihat of clients and consum ei"S. 
- It's strategic value in reducing the high poverty index of rural populations and increasing 
producers' income. 
- The growing interest of developed markels in biodiversily issues, in products of small
producer economies on the grounds of justice and equity, in exotic products, and in 
organic and natural products. 
-The sec!or's comparative advantage in producing certain products in growing demand. 
- The need for a strategy lhat promotes improved natural resource management by rural 
prcducers. 

The firsl three sections of this manual present a methodology developed and successfuUy 
implemented by CIAT in a pilol region located in a hillside ecosystem of the Cabuyal River 
wa~rshed in northern Cauca, a department located in southwestern Colombia. Socio
economic profiles have also been prepared and rapid markel surveys conducted for two 
other pilo! regions, one in Yoro (Honduras) and the other in Pucallpa (Peruvian Amazon). 
Plans are to apply the same methodology in San Dionisio, (Nicaragua) and Ecuador. 

'Section IV' deals with integrated production projects, and is based on the ample experience 
of CIAT and national institutions in the design and implementation of integrated cassava 
projects in several Latin American countries. This methodology has been enriched with the 
lessons learned from inlerinstitucional work on agro-industries in the rural areas of the 
Cabuyal Riverwatershed. 

Purpose ofthe Manual 

Rural development has Iraditionally lacked a business and marketing orientation because 
effort was concentrated on traditional production, which is characterized by a rural market 
supply that did not respond lo market demands. In other words, priority was given to seeking 
ways of marketing what was already being produced, rather than on studying markel 
demands to propose additional alternatives of agricultural production. 

1 Ihtnlduclion 
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This manual is a tool for promoting market orientation within the rural sector of smaJI-scale 
producers. Not only will it promote the diversification of agricultural production, but it will al so 
help detect opportunities for tradítional products ín rural economíes. It can also be used to 
prom ate a business approach by including formal agronomic, commercial, and economic 
evaluations of potential market options. In addition, the manual proposes lo include rural 
producers in the evaluation process through an innovative method known as'participatory 
evaluation'. 

Components 

This manual describes a methodology to identify, evaluate, and take advantage of marketing 
opportunities for small producers living in a given microregion. Its eomponents follow a 
logicalsequenee: 

• Preparation of the m ieroregion' s biophysical and socio-eeonom ie profiJe. 

• Design and execution of rapid market surveys to identify market options. 

• Evaluation and seleetion of market options: 

- Evaluation eriteria of market options for small producers. 
-Agronom ic, eommercial, and econom ie charaeterization of market options. 
- Design and execution of participatory evaluation of market options with producers. 
- Use of a linear programming model. 

• Scheme tor designing integrated production projects, with researeh and development 
eomponents. 

The last component (d) propases an integrated form of intervention at lhe microregion level 
to facilitate the use of marketing opportunities and fully capitalize its potential as a rural 
development tool. 

How to use the manual 

The manual is designed for use in its entirety, beeause it describes a logieal process. Or a 
selected seetion can be used independently of the others. Each section also ineludes 
exercises. 

Introduclion 2 
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learning Model 

Information 

I : 

• Technologies 
• Strategies 
• Tools for Decision 

Making in Natural 
Resource 
Management 

Practice 

• Abililies 
• Skills 
• Decision-making 

altitudes 

Feedback 

• Clarification 
• In-depth 

knowledge 
• Reinforcement 

This manual (together with the other, Spanish"language, manuals of the series of 'Tools for 
Decision Making in Natural Resource Management') is based on a 'Iearning by doing' 
teaching model, shown below. This model presents trainers and multipliersthe immediate 
users of these manualswith a training scheme whereby they leam lo use the information 
resulting from field research as input for developing the abilities, skills, and altitudes needed 
by end users lo make appropriate decisions on nalural resource management. 

The methodological components of this manual differ from those of other materials on the 
dissemination of technologies. Eaeh seetion is designed lo help Ihe trainer lo faeililate 
learning. 

Eaeh seetion of the manual is guided by a group of objectives Ihat help both instructor and 
partieipant direet Ihe learning aclivities. Exercises are carried out in the field or other 
scenarios in which analysis and decision making are practiced Ihrough oulings, simulations, 
dramatizations, and applicalion of differenl tools forcollecting and analyzing information. 

Another methodological component eomprises feedback sessions in which trainees and 
instructors examine the practices carried out and further examine those aspects that need 
strengthening. Feedback is the last activity of each section; it provides the necessary 
opportunity in which Ihe instructor and participants can synthesize conceptually and 
methodologically eaeh aspect studied. 

'3 fnUuduction 



Identifyíng and Assessíng Marltet OpportunífjM (O, SmallRur:a1 ProduC8l$ 

To summarize, the model consists ofthree elements: 

a. Technical and strategic information, generated by research and constítuting the 
technological content required for decision makíng; 

b. Practices in the form of exercises at the traíning sites and field activities directed 
towards developíng abilitíes, skills, and altitudes for decision making; and 

c. Feedback, which is a type of formative evaluatíon that ensures learning and the 
adequate applícatíon of the fundamental theore!ical principies involved. 

A practice is offered as the major learning activity. It simulates a real situation for traínees to 
use the decision-makíng tools learn! ín this manual. Other exercises enable trainees to 
experiment with the use of the tools, face the dífficulties arisíng from theír application at the 
local level, and perceive the advantages and opportunitíes of introducíng these tools into 
dífferent decision-making envíronments al the local or regíonallevel in whatever country. 

The exercises included in the manual were drawn from the author's research experience in a 
microwatershed of Colombia. However, instructors from other countries and regions can 
draw excellent examples and cases from theír own research projects and field work with 
whích practices can be remodeled and tailored to the local context. This manual ís a flexíble
working tool that can be adapted to the needs of assorted audíences ín different ~enarios. 

Uses and Adaptations ofthe Model 

Users (instructors, multipliers) of this manual must be familiarwith its didactic structure to use 
it advantageously to the benefit of end users. They will also be responsible for decíding 
whether to introduce these tools into the local development process. 

Instructors must therefore use flow charts when they present the different section:;. The 
Orienting Questions will enable ínstructors to establísh a dialogue and motivate the 
participants before going deeper into theory. Origina/s fur Transparencies are included; they 
can be adapted to different needs by adjusting their presentation. The Appendices cited in 
the text give further informatian on !hose aspects treated briefly wíthin each sactian. As 
mentíoned befare, the suggested exercises and practice can be adapted or replaced by 
practices on site-specific problems. Feedback sessíons can al so include local, regíonal, or 
national data to help identify more relevant topics. The didactíc appendices (A to E) help 
complement the training activities. 

The training model followed by this manual stresses tha! if practice is central to learníng, then 
training time should be sufficient for the trainees to have the opportunity to develop abilities, 
skills, and altitudes that reflect learning objectives. This is the only way Ihat training will have 
!he expected impact on decision-makers involved in natural resource management. 

IntroductiofÍ; 4 
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The Guide's General Structure 

Preparing a microregiOn' s 
biophysical and socio-

economic profile 

+ 
Designing and execuHng 

a rapid market survey Characterizing market options 
....... ., y 

Evaluating and selecting ,-- Participatory evaluation of market 
market opHons ¡ .... oplions 

+ .. 
Designing integrated -

Using a linear programming 

producHon projects model lo saleel opHons 

Preparing the microregion's biophysical and socio-economic profile 

Market identifícation. begins with identifying the targeted microregion, followed by 
characterizing its biophysical and socio-economic nature. Profile preparation aims to: 

a. Ensure tha! key background information is available lo continue the process, and 

b. Provide a reference document in which pertinent informalion is summarized and 
organized. 

Designing and executing rapid market surveys 

Survey objectives and strategies are initially defined. Then, a practical method directed 
towards local, regional, national, and even international marketsif so warranted by the 
microregion's production potentialis proposed. The method usually concentrates on 
contacting agents and institutions participating in the marketing chain of agricultural and 
agro-industrial products. As long as it is economicaUy feasible, primary market data should 
be coliected, although, in some cases, secondary data can be useful. This information will 
help identify marketing opportunities by coUecting useful information for characterizing 
market options and conducting participatory evaluation with producers, 

5 Introduction 
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Evaluating and selecting market options 

The evaluation criteria of market options identified in the previous phase are defined, 
including business attractiveness, viability on small farms, and contribution to production 
sustainability. Subsequently, the market alternatives under study are submitted to 
agronomic, commercial, and economic characterization. For practical effects, summary 
matrixes should be used as working tools. The economic characterization implies the 
evaluation of production systems appropriate for small producers and the development ot 
financial profitability models. It can also imply the discard of several market options. 

The next step, the participatory evaluation of market options, combines techniques tor 
testing product concepts, used in market research, and participatory research. This exercise 
aims to determine producer preferences regarding market options and agricultural and agro
industrial products, and to detect producers decision criteria. This process implies, among 
other aspects, that producers be categorized according to an associated variable such as the 
degree of market orientation or level of well-being, the subdivision of the microregion, the 
design of product profiles, and conducting of several meetings to perform participatory 
evaluation. This exercise is important for evaluating the viability of the options under study in 
the small-farm context. 

Subsequently, by using a linear programming model, a balance is looked for between two 
parallel, but conflicting, objectives such as increasing producer income and conserving 
natural resources. 

This evaluative process yields a portfolio of agricultural, livestock, forest, or agro-industrial 
products with market potential that are profitable, acceptable to producers, and contribute in 
some way to natural resource conservation. 

Designing integrated production projects 

Once a portfolio of products is designed for the microregion, and assuming that a certain 
degree of institutional presence existslocal government, local non-governmental 
organizations, and community organizationsthe next stepis to establish integrated projects, 
whether of primary production, agro-industry, or research. An integrated production project 
consists of a series of coordinated activities in the areas of production, post-harvest handling 
and processing, marketing, or business organization. Research projects, in their turn, are 
proposed for the study of one or more of the aforementioned topics, according to the main 
constraints ofthe agro-industrial chain. 

Introductíon 6 



ldentifying and A_ing Marlcet Opporl1Jnities for Small Rural PtodUCBfS 

Self Evaluation 

Instructor's guidelines 

iThis introductory part presents several questions directed to participants to help the 
ifacilitator explore their general knowledge about the different topics that will be discussed in 
the manual. At the same time, these questions serve as introduction to Ihe different topics 
that will be studied. 

When directing the questions, the instructor should make clear lo the participants Ihat this is 
not a test to assess knowledge, but rather a means of determining what they know as a 
starting point for training. This way, by comparing these results with those of the final test 
,given at the end of training, the level of knowledge allained by Ihe participants can be 
ldeterm ined. 

Questions are written so instructors can make !he bes! use of Ihem. They can be asked 
directly or the instructor can give each of five groups a question for them lo discuss 
collectively By doing so, a plenary discussion session, or otherform of presentation, can be 
organized to study each group's answers to the questions, taking into account the 
characteristics of the participants as a whole. 

The instructor must wam the participants tha~ once they have answered the questions, he or 
she will share his or her own answers in a plenary session to compare them with those given 
by the participants. 

7 Intloduction 
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Self Evaluation 

Instructions forthe participants 

To the Participant: 

The following seven questions refer to four essential components of this manual. We would 
appreciate your answering each of them according to what you know of these topics. 

You may not know the correct answers to several of these questions, but don't worry, just do 
your best to answer them. The instructor will then share his or her own answers with you to 
start a discussion on the topics with all your companions. 

Questions 

Vllhat aspects should be included in a biophysical and socio-economic profile for a given rural 
region? 

Vllhat you understand by the phrase 'market orientation'? 

Vllhat is meant when a product is said to represent a 'market opportunity' for small producers? 

·lnfroduclion 8 
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4. What are some of the differences, in economic terms, between a large-or medium-. 
scale producer and a smali producer? 

5. Do you think it's important that the small rural producers themselves should 
evaluate market options? Explain your reasons. 

6. Do you believe that an agricultural technician would reach the same conclusions as 
a small rural producer? 

7. What are some of the characteristics of an integrated production project? 

9 Introduction 
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Feedback on Self Evaluatlon 

Instructor's guidelines 

Based on the previous explanations, Ihe instructor will share with the participants the 
answers lo the questions formulated aboye, 

The instructor can use a series of strategíes to conduct the session. For example, in an open 
díscussíon, the instructor's answers are compared with those of the partícipants, and brief 
explanations are given on the selected topics related to each question. Participants are given 
the opportunity to identify strengths and weaknesses in their knowledge. 

Answers to questions 

1. A biophysical and socio-economic profile of a region describes that region's physical, 
social, economic, and institutional characteristics. 

2. 'Market orienta!ion' means that producers, entrepreneurs, indíviduals, or institutions 
study market trends and demands before deciding what products or services to offer. 

3. A market opportunity tor small rural producers means tha! strong evidence exists for 
assuming that a product meets several requirements, for example: 

• The product can be produced in the targeted microregion. 
• The product and market requirements are compatible with the small farmer economy. 
• There is a growing demand tor the product. 

If the product also presents price stability overtime and the rural economy offers comparative 
advantages tor its production, with even better reason, one can speak of a marketing 
opportunity. 

4. Differences between large- or medium-scale producers and small rural producers 
inelude: 

• Small producers usually live on their own property, while large- or medium-scale 
producers do not necessarily live on their own farms. 

• Small producers have a smaller risk capacity and make smaller investments. 
• Small producers have less access to rural services such as credit, technical assistance, 

and market information. 
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5. It's important that the small rural producers themselves should evaluate market options 
because the evaluation criteria used by small producers are specific to their socio
economic context. For example, experience and knowledge are important. Moreover, 
they usually avoid risks and prefer hardy or short-cycle crops. An almost-permanent flow 
of capital is fundamental. The potential for home consumption may be very important. 

6. Technicians will probably have different criteria for making decisions, for example, in 
assessing risk or capacity to invest. 

7. Integrated production projects are characterized by: 

• A market orientation. 
!., The use of an integrated or systems approach. 
• Being designed, through a participatory approach, with users, partners and stakeholders. 
• Having identified priority areas of research and development. 
• Being multidisciplinary and interinstitucional. 
• Promoting sustainability of organizations and of results. 

11 IntToduction 
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Objectives 

Generalobjective 

.¡' After studying this manual, the participant will be able to direct or carry out the process of 
identifying and evaluating market opportunities, then of designing an integrated 
production project to take advantage of these opportunities. 

Specific objectives 

Afier completing this manual, the participant will be able to: 

.¡ Prepare a biophysical and socio-economic profiJe for a microregion . 

.¡' Plan and execute a rapid market survey for a given microregion . 

.¡' Characterize the market options for a given microregion, then evaluate them using a 
participatory approach . 

.¡' Design an integrated production project for a rural area. 

Intl'oduction 12 
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Originals far Transparencies 
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GENERAL OBJECTIVE 

• To indentify market opportunities 

• To design an integrated production project 
to take advantage of these opportunities 



SELF EVALUATION 

1. What aspects should be included in a biophysical 
and socio-economic profile for a given rural 
region? 

2. What do vou understand by the phrase 'market 
orientation'? 

3. What is meant when a product is said to represent a 
'market opportunity' for small producers ? 

4. Describe sorne of the economic differences between a 
large or medium-scale producer and a small producer. 

5. Do you think it is important for the producers 
themselves to evaluate market options? Give reasons. 
Do you believe that an agricultural technlc lan would 
reach the sarne concluslons ? 

! 

6. Describe sorne characteristics of an integrated 
production project. 
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Section 1. Preparing the Biophysical and Socio
Economic Profile of a Microregion 
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Se~tion Structure . . 

Objectives 

General goal 

The importance of preparing a 
biophysical and socio-economic profile 

Structure of a biophysical and 
socio-economic profile 

Preparing a biophysical and 
socio-economic profile 

Once the participant has studied this section, he or she will be able to prepare a biophysical 
and socio-economic profiJe fer a microregion. 

Specific objectives 

.¡ The participan! will be able to: 

.¡ Explain the importance of having a biophysical and socio-economic profile of a 
microregion before initiating anywork. 

Describe the main aspects that should be taken into account in a biophysical and 
socio-econom ic profile. 

Propose a timetable to prepare a biophysical and socio-economic prefile 

Orienting Questions 

1. Imagine that you are going to esta~lish a company undertwo different conditions, one in 
a fertile val/ey close to a city and another one in a remote, scarcely inhabited rural area. 
Contrast the two situations in terms of the challenges you would have to face as an 
entrepreneur. 

1 • 2 Preparlng the Biophysical and Socio-Economic Profile ofa Microregíon 
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2. l/IJhat do you understand by the word 'profile'? 

3. l/IJhat do you understand by the words 'biophysieal and soeio-eeonom ie'? 

4. If you do not have secondary information on a region, what would you do to obtain this 
type of information? 

1.1 Why Prepare a Biophysical and Socio-Economic Profile? 

1.1.1 Profile objective 

The proposed biophysieal and soeio-ecanomie profile aims to present, in an organized and 
eoncise way, the most outstanding aspeets of a mieroregion as a basis for subsequent work 
on issues related to rural development, produetion, market researeh, agro-industries, and 
others. The idea is to offer a general panorama of the mieroregion's socio-econom ie aspects 
tha! can be read in 2 or 3 hours, without delving further into a specific subject. 

1.1.2 The profile and the system 

Currently, reality must be seen from an overall or eomprehensive viewpoint, and inelude 
concrete situations or specific problems. The partial or fragmented perspective of reality 
should, aceordingly, be avoided. The coneept of 'system' suggests that everything is relatad 
and linked, and that an intervention in any specific topie can have unexpected impaet. The 
biophysical and socio-eeonomie profile is a doeument that reviews, in general, multiple 
physieal, social, and economic aspeets within the mieroregion, thus giving an idea of the 
prevailing system. 

1.1.3 Other uses of a biophysical and socio-economic profile 

A well-prepared biophysical and socio-economic profile helps focus work topics better, avoid 
errors, and helps in decision making. In an interinstitutional context, this type of prefiJe is 
used to promote a shared vis ion of reality. In addition, it is a practical time-saving tool. For 
example, a visitor or an offieial can quickly obtain an idea ofthe region. 

1.2 Structure of a Biophysical and Socio-Economic Profile 

1.2.1 Majortopics of aprofile 

The content of a social and economic profile is influenced by the more general objectives ef 
the work in which it is inserted. For example, if the objec!ive is to improve health conditions in 
rural areas, then the prefiJe would eertainly cantain several health-related topies. In thiscase, 
the interest lies in diseovering new possibilities of eeonomie ac!ivity to promote rural 
development. 

Preparingthe Blophyslcal and Soc/o-Economlc Profileof a Microreglon 1 - 3 



Identifying and Assessing fIIarleet OpporlUniti811 for Small Rural ProduC&lS 

Therefore, the profile should mainly inelude information on the region's production potential, 
~haracteristics of the inhabitants, community organizations, significant economic activities, 
ar(d institutional presence in the area. 

The broad topics covered by the profile include physical, social, economic, and institutional 
~spects. Physical aspects in elude geographic location, extension, relief, climate, and soil 
~r1d water resources. Social aspects include information on the characteristics ofthe region's 
inhabitants, including demography and history. Economic aspects inelude information on 
outstanding economic activities, indicators of installed production capacity, descriptions of 
predominant production and marketing systems, problems encountered in conservation of 
natural resources, and data on existing commercial and community organizations. The 
support system for commerce and agro-enterprises is also described. FinaUy, institutional 
aspects covers information on the type of development organizations, both govemmental 
~np NGOs, and!he historyoftheir interventions. 

1.2.2 Scheme for preparing a biophysical and socio-economic profile 

Twenty-three proposed topics are listed below, separated according to themes: 

A. . Physical aspects: 

1. Geographicallocation (including maps). 
2. Extension. 
3. Relief. 
4. Climate, including temperatures, rainfaU, and droughts. 
5. Soil and water resources, including soil types, levels of fertility, and availability ofwater 
¡and irrigation. 

B. Social aspects: 

6. Population, including current characleristics and trends. 
7. History of inhabitants, including changing ethnic groups, conflicts, and migrations. 
8. History of changes in land use. 
9. Pertinent current govemmental policies. 
10. Characterization of current inhabitants in terms of their ethnicity, land tenure, levelof. 
well-being, educationallevel, and degree of market orientation. 
11. Description of govemment system. 
12. Description of community organizations. 

C. Economic aspects: 

13. Major economic activities, together with current gross product and evolution, and 
employment. 
14. Indicators of installed production capacity at the regional level in terms of agro
industries, production of electricity, tivestock inventory, area under pastures, area under 
permanent crops, and sawmills. 
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15. Description of predominant production systems by subregion, levels of profitability, 
and constraints. 
16. Description of use of agricultural inputs. 
17. Problems encountered in the conservation of natural resources. 
18. Description of marketing systems, including such characteristics as intemal and 
extemal marketing channels, functions of intermediaries, terminal markets, payment 
systems, price levels, and constraints. 
19. Description of existing agro-enterprises, cooperatives, and associations in terms of 
theirproducts, technology, administration, andconstraints. 
20. Description of the support systems available for commerce and agro-enterprises, 
including the financial system, transportation, communicalions, market information, and 
mechanies, workshops, etc. 
21. Needs and priorities as expressed by the communily. 

D. Institutional aspects: 

22. History of institutional inlervenlions. 
23. Instilutional settings, ineluding their names, missions, and current projects. 

1.3 Preparing a Biophysical and Socio-Economic Profile 

1.3.1 Information sources 

Information is divided inlo primary and secondary. Primary information as such is not 
available and has lo be generated, whereas secondary information is already available in 
some document, for example, a book, newspaper, or joumal. The existence of secondary 
informalion depends on many faclors, for example, the importance of Ihe largeted region or 
Ihe degree of previous inslitutional intervention. The govemment can usually supply 
secondary information. Institutional presence, whelher presen! or past, suggests the 
probable existence of reports, studies, and surveys that can conlribute lo Ihe biophysical and 
socio-economic profile. However, secondary information ofter? does not exist or is 
insufficient, which is why primary information is necessary. A well-done biophysical and 
socio-economic profile will inelude both primary and secondary information. 

1.3.2 Primary information or information gaps 

When information gaps exist, a very common situation in developing countries and 
especially in rural areas, primary information should be collected through studies, surveys, 
group sessions, or interviews. A study can involve the application of a queslionnaire and 
data processing and analysis, which can imply high costs, depending on the size of the 
sample used. A survey is a less ambitious study, with a short questionnaire or guidelines for 
questions and a small sample. Group sessions or focal groups consist of group interviews 
where several people, regarded as key informants, exchange opinions and answer 
questions on one or more topies of inlerest. 

Preparing the Biophyslcal and Socio-Economlc Profile of a Microreglon 1 - 5 



ldentifylng and Auessing Marfcet Opponunities for Sma¡¡ RUNI¡ ProducetS 

Trained personnel direct the focal groups, while guiding participants through different topics 
and encouraging everyone to participate. Finally, people considered as experts on specific 
topics are also inlerviewed. 

In general, Ihe community ilself should provide primary informalion, which can be collected 
by the strategies mentioned above (in boldface), or by using matrixes organized as simplified 
forms Ihal help community members describe essential aspects oflheir microregion. 

11.3.3 Executing the profiJe 

The person mosl indicaled lo prepare Ihe biophysical and socio-economic profile is a 
professional who knows Ihe area well. This consullanl can easily idenlify sources of 
secondary informalion and key informants. A consultanl should be contracted lo prepare Ihe 
above-mentioned profile. The conlrac! should specify time of delivery of the final documenl 
and Ihe syslem of payment. The lerms of reference for Ihe consultancy should clearly specify 
Ihe desired characlerislics of Ihe final document. The conlracl can be for Iwo or Ihree months, 
which is sufficient time for the consultanl lo collecl secondary data and generale primary 
information wilh community participalion. Work should be supervisad occasionally lo ensure 
tha! the consultan! has understood his or her task. The final documenl may be be!ween 20 
and 30 pages long, and should include localion maps, a bibliography, and an explanalion of 
Ihe methods used lo ob!ain primary informalion. The consullan! delivers Ihe document en 
paper and on diskette as a computer file. Thal way, Ihe required number of copies can be 
made. Final paymen! is nol made until the final documenl is received lo the entire salisfaclion 
of the conlracting party. 

, 
This biophysical and socio-economic profile can be provided as a reference 100/ lo all 
slakeholders in rural developmenl, tor example, governmental organiza!ions, NGOs, 
communily organizalions, and privale enlerprises. 

1;· 6 Preparing!he Blophysícal and Socio-Economic Profíle of a Microregion 
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Exercise 1.1 Preparing a Simplified Biophysical and SOCIO-
Economic Profile 

Objective 

./ The participant will develop a simplified biophysical and socio-economic profile for a 
targeted microregion. 

Instructor's guidelines 

To carry out this exercise: 

1. Organize the participants into greups of five people each, and ask each group to 
nominate a coordinator, who will be responsible for presenting the group's discussion 
resulls in the plenary session. 

2. Each group should prepare a simplified biophysical and soeio-eeonomie profile for the 
same mieroregion, following the outline illustrated in Part 1.2.2. The worksheet on page 
27 can be used. 

3. Seleet one group to present its work in the plenary session. Ask this group lo use the 
flipehart. 

4. AII the other groups should contribute to the exhibiting group's profile so that the whole 
class obtains a more complete biophysical and socio-economic prefile. 

The participants should not only recognize the gaps that exist in the information but al so the 
importance of investigating before initiating interinstitutional work. 

Resources needed 

• Qutline indicated in Part 1.2.2 ofthis manual 
• Worksheet for Exercise 1.1 
• Flip chart, or overhead projector and transparencies 
• Magic markers, or markers forthe transparencies 

Tune required: 2 hours 

Preparing the Biophysical and SocJo.Econom/c Profile of a Mkroregion 1 - 7 
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ElCIercise 1.1 Preparing a Simplified Biophysical and Socio-
Economic Profile 

Instructions for the participants 

t participate in this exercise: 

1. Join a group of 5 people and nominate a coordinator, who will be responsible for 
presenting the group's discussion results in the plenary session. 

2. Each group should prepare a simplified biophysical and socio-economic profile for the 
l. : .same microregion, using the outline discussed in Part 1.2.2. 

3. Write the profile concisely, summarize the main points, and annotate the information 
gaps. 

4. One group will then use aflip chart to present its work in the plenary session. 

5. The other groups should contribute to this group's profile, thus helping to generate a 
more complete biophysical and socio-economic profile ofthe region. 

1 - B Preparing the Biophysical and Soclo-Economíc ProfiJe of a Mícroregion 
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Exercise 1.1 Preparing a Simplified Biophysical 
and Socio-Economic Profile - Worksheet 

--:~'>., ,",'" .- . ,~ 

Physical . 

I 

Social 

Economic 

Institutional 
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Exercise 1.1: Preparinga SimplifiedBiophysical and$ocio-Economic 
Profile • Feedback 

A biophysical and socio-economicprofile should not be extensive. It should contain well" 
organized, concise information related to the local situation and be available.for decision 
making. The profile should provide a fast and accurate idea of the targeted region and 
present a common pictufe to several institutions. It also should include topographical and 
location maps. An attempt should have been made to identify information gaps, which 
should be filiad with either primary or secondary informatíon. 

Exercise 1.2: Timetable for Preparing a Biophysical and Socio-
Economic Profile 

Objective 

The participant wíll design an effective timetable for preparing a biophysical and socio
economicprofile. 

Instructor's guidelines 

1. Divide the participants into groups of four and ask each group to. nominate a 
coordinator. 

" 2. Each group should jointly work out a timetable, using the worksheel. 

3. Explain that a timetable is a sequence of actívities, inc\uding duration and people in 
charge, that should be followed íf a given objective is to be achieved. 

4. Mentíon that several activities can be carried out simultaneously or in parallel, but that 
others will require a specific sequence of procedures. 

5. Ask the coordinator of each group to present that group's results at the plenary 
session. The dífferent timetables can be placed side by side on a wall for comparison. 

Resources needed 

• Section 1 ofthis manual 
• Worksheetfor Exercise 1.2 
• Flíp charI, ortransparencies and projector 
• Magic markers forflip chart or for transparencies 

Suggested time: 90 minutes 
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Exercise1.2 Timetable for Preparinga Biophysical and Socio
Economic Profile - Worksheet 

Instructions forthe participants 

1. Join a group of four persons and nominate a coordinator. 

2. Develop a work timetable thal covers all slages from the momenl the decision was 
. made lo subcontract the preparalion of a biophysical and socio-economic profile to Ihe 
delivery of Ihe prefile to pertinent instilutions. 

3. Indicale the duration of each activily (in days, weeks, or months) and the person 
responsible. Remember that some aclivilies can be carried out simullaneously or in 
parallel, bul others will require a specific sequence of processes. Al Ihe end of Ihe 
exercise, the coordinalor of each group will present Ihat group's results in a plenary 
session . 

.. ...••...•....•...•... ...• •.•.•.. .•. .... :..... ......: ····.···.··A<;tiltiHi!!$··· 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13 

14. 

15. 
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Exercise 1.2 Timetable for Preparing a Biophysical and Socio-
Economic Profile -Feedback 

A timetable for preparing a profile may include the following aspects: 

1. Write the terms of reference, including Ihe content ofthe profile (1 day). 

2. Identify a skilled consultant (1 to 2 weeks). 

3. Determine, with the consultant, the primary information needed (1 day). 

4. Prepare the budget (1 day). 

5. Prepare an employment contract for the consultant, indicating the deadline for 
deliveringtheprofile (1 day). 

6. Anticipate the honoraria and tools for the consultant and his or her first day of work (1 
day). 

7. Supervise the work occasionally (once ortwice over a 2-month period). 

8. Request a draft of the final document for revision (give the consultant 1 week lo provide 
a draft copy). 

9. Request changes, complementary information, and improvements to the profile's 
contents (1 week). 

10. Receive the biophysical and socio-economic profile and ensure that it is to your entire 
satisfaction (1 to 4 weeks). 

11. Cancel the balance ofthe contract (1 day). 

12. Make copies of the biophysical and socio-economic profile and deliver them to 
stakeholders (1 lo 2 weeks). 

1 - 12 Preparing the Biophyslcal and Socio-Economic ProfIJe of a Microreglon 
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SECTION STRUCTURE 

The importance of preparing a 
biophysical and socio-economic profile 

"4 
Structure of a biophysical and 

socio-economic profile 

~ 
Preparing a biophysical and 

socio-economic profile 
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SPECIFIC OBJECTIVE 

,¡' The participant will be able to: 

,¡' Explain the importance of having a 
biophysical and socio-economic profile of 
a microregion before initiating any work. 

,¡' Describe the main aspects that should be 
taken into account in a biophysical and 
socio-economic profile. 

,¡' Propose a timetable te prepare a 
biephysical and socio-economic prefile 
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ORIENTING QUESTIONS 

1. Imagine that you are going to establish a 
company under two different conditions, ene 
in a fertile valley close to a city and another 
one in a remote, scarcely inhabited rural 
area. Contrast the two situations in terms of 
the challenges you would have to face as an 
entrepreneur. 

2. What do you understand by the word 
'profile'? 

3. What do you understand by the words 
'biophysical and socio-economic'? 

4. If you do not have secendary information 
on a region, what would you do to obtain this 
type of information? 

Opomer 1 - 4 



WHY PREPARE 
A BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 

• To present, in an organized and eoneise 
way, the general panorama of the 
prevailing 'system' within the targeted 
region. 

• To provide a basis for subsequent work. 

• To promote an overall or comprehensive 
viewpoint, and give an idea of the 
prevailing 'system' within the targeted 
region. 

• To help beUer foeus work topies and 
deeision making 

• In an interinstitutional eontext, to 
promote a shared vision of reality. 

• To quickly give new staff an idea of 
the region. 
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ASPECTS OF A BIOPHYSICAL 
ANO SOCIO-ECONOMIC PROFILE 

A. Physical aspects 

• Geographical location 
(including maps) 

• Extension 

• Relief 

• Climate 

• Soil and water resources 
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ASPECTS OFA 
BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 

B. Social aspacls 
• Population 

• History of inhabitants 

• History of land use changes 

• Pertinent current 
governmental policy 

• Characterization of current 
inhabitants 

• Descriptionof government 
system 

• Description of community 
organizations 
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ASPECTS OF A 
BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 

c. Economic aspecls 

• Major economic activities 

• Indicators of installed 
production capacity at the 
regionallevel 

• Description of predominant 
production systems 

• Description of use of 
agricultural inputs 

• Problems encountered in the 
conservation of natural 
resources 

• Description of marketing 
systems 
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ASPECTS OF A BIOPHYSICAL 
ANO SOCIO-ECONOMIC PROFILE 

c. Eeonomie aspeels 

• Description of existing 
agro-enterpri.ses, cooperatives, 
and assoclatlons 

• Description of the support 
systems available for 
commerce and agro-enterprises 

• Needs and priorities as 
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ASPECTS OF A BIOPHYSICAL 
ANO SOCIO-ECONOMIC PROFILE 

D. Inslilulional aspeels 

• History of institutional 
interventions . 

• Institutional summary matrix 
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IDEAS FOR PREPARING A 
BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 

• Identify primary and secondary 
information sources. 

• Determine information gaps 
and fill with: 
• Studies 
• Surveys 
• Group sessions 
• Interviews with key informants 

• Execute the profile 
• Find consultant who knows the 

area well 
• Establish terms of reference for 

consultancy 
• Draw up a 2-3 month contract 
• Receive final document 

(about 20-30 pages long) 
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2 
3 

4 
5 

6 

TIMETABLE FOR PREPARING 
A BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 
Write down the terms of reference, including the 
content of the profile. 

Identify a skilled consultant. 

Determine, with the consultant, what primary 
information is needed. 

Prepare a budget. 

Prepare an employment contract for the consultant, 
indlcating the Cleadline for delivering the profile. 

Pay 50% of the honoraria to the consultant to begin 
to work. 

7 Supervise the work. 

8 Request a draft of the final document for revision. 
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TIMETABLE FOR PREPARING 
A BIOPHYSICAL ANO 

SOCIO-ECONOMIC PROFILE 

9 Request changes, complementary information, ar 
improvements to the profile's contents. 

1 O Receive the biophysical and socio-economic profi 
and ensure that it is to your entire satisfaction. 

1 1 Cancel de balance of the contract. 

1 2 Make copies of the biophysical and soao-econom 
profile and deliver them to stakeholders. 
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Section Structure 

Defining objectives and .. Developing a research 
strategies 

.. plan 

, , 
Collecting 

information 

[ ) 

Data processing and 
Market survey report "'~~--l," ___ a ... na_I_YS_i ... S_ ...... _ 

Objectives 

General objective 

~ After studying this section, the participant will be able to plan andexecute a rapid market 
survey for a given microregion. 

Specific objectives 

~ The participant will be able to: 

~ Explain the objeetive and strategies of a market survey. 

~ Describe the main aspeets that should be considered when developing a research plan . 

.¿ Determine the numberof research tools needed . 

.¿ Develop a questionnaire according to recommendations provided in this seetion . 

.¿ Explain the prerequisites and procedures for colleeting primary and sacondary 
information. 

~ Explain how the content ofthe final report of a market survey can be organized. 
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Orienting Questions 

1. lM1at is the purpose of market research? 

2. Do you believe that a small farrn is similar, in some ways, to an agro-enterprise? 

3. Who should perform market research? 

4. Is secondary information, by itself, sufficient for a market survey? Explain your 
reasons. 

Introduction 

As already mentioned in the 'Introduction' to the manual, severa I reasons can explain the 
growing importance of a sustainable link between the small rural producer economy wíth 
growth markets. 

Market research is a tool that helps identify market trends and opportunities. Thís discipline 
is usually associated wíth large commercial companies, but the truth is that organizations 
working in rural development, rural communities, farmer organizations, and rural agro
enterprises can also benefit from ils implementation. Markel research can be projected in 
sucl") a way that it adapts to the economic capacities of interested parties. That's why it's 
important that these sectors have access to information about the topic and conduct 
research according to their economic capacities. 

The sequence we propose for this section is the same as that used for market research. It 
begins by defining objectives and strategies; continues with the establishment of a research 
plan, collection of primary and secondary information, and data processing and analysis; and 
ends with data interpretation and the final reporto 

2.1 Defining Objectives and Strategies 

2.1.1 Objectives 

The first objective of a rapid market survey is obvious: to identify market opportunities at bolh 
national and international levels. In our case, we search opportunities for agricultural, 
forestry, and agro-industrial products that are produced traditionally or can be produced in a 
given microregion. 

The second objective aims to capture information on purchasing conditions for those 
products with marketing opportunities. 
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An agricultural product differs from an agro-industrial product in that the lalter has aggregate 
value, in this case at the rural level. The aggregate value, or level of processing, can be of 
different complexity, ranging from levels I to 111. Levell involves simple operations such as 
washing, cleaning, ginning, roasting, classification, bulk packing, and storage. Level 11 
includes more complicated processes such as refrigerating, milling, culting, mixing, 
dehydration, cooking, and packaging. Level 111 involves operations such as extraction, 
distillation, freezing, fermentation, extrusion, and enzymatic processes. 

In times of economic aperture and globalization, it is vitally important to seek ways of linking 
rural economies to growth markets in a profitable and sustainable way. Among the first 
logical steps towards this goal is to convert an agricultural product to an agro-industrial 
product by adding to its value. 

The final objective of rural development is, above all, to promote the diversification of rural 
production, rather than to replace traditional crops. Traditional production is key lo food 
security at both urban and rurallevels, which is why rural development aims to complement 
current production. Product diversification can be a strategy to generate higher income 
while reducing risks inherent to agricultural and forest production. 

Neither should rural development seek to promote monoculture but, instead, associated 
cropping, which is more consonant with the needs of small rural producers and the current 
trends towards a more sustainable agriculture, with reduced use of agrochemicals. 

2.1.2 Defining strategies 

Once the objective is known, Ihe question is how to achieve il. The answer is easy because a 
socio-economic profile of the targeted microregion is supposedly available, offering 
complete informalion on the area. If it doesn't, then the market study should be delegated to 
someone with sufficient knowledge of the region. 

Before proposing research strategies, a preliminary study should be carried out on broad 
global trends of industrial purchasing pattems and consumer purchasing habits. For 
example, final consumers currently tend to prefer products that are practical and easy to use 
or prepare. There is great interest in health and balanced nutrition, including natural and 
organic products. In the United States and the European Union, the growth of markets for 
organic agricultural products has reached impressive figures: more than 20% per year. In 
addition, the consumption of dietary fiber, including fruits and vegetables, is increasing. 
Consumers of developed countries are showing grea! interest in exotic tropical and 
subtropical products, such as fruits and vegetables. There is renewed interest in natural 
medicine, which is based on the use of medicinal plants. In addition, the industry has shown 
interest in renewable raw materials and in responding to !he consumer preferences already 
mentioned. 
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The producí-growth growth malrix is a tool tha! helps plan a markel survey for a given 
region (Table 2.1). 

T4ble 2.1. Product-market growth matrix (Ansoff, 1957). , 

Product development 

Market development Diversification 

This matrix was proposed for classifying growth alternatives of an enterprise, bu! can also be 
used if Ihe microregion presumably consisls of a sel of small farms thal can be related lo Ihe 
concept of rural agro-enterprise. Growlh opportunities of the microregion are explained 
t;>elow. 

I 

I 1. Market penetration means increased sales of products lo currenl market segmenls, 
wilhout changing the product offered. This can be obtaíned by reducing prices and 
increasing promotion and distribution. 

2. Market developmenl means identifying and developing new markel segments for 
current products. These segments can be inslitutional markets and othergeographical 
areas, including exporto 

3. Product development refers to the offer of new or modified products to currenl market 
segments. Products can be, for example, improved or packaged and labelled differently. 

4. Diversification is the production of new products for new markets. The level of risk 
increases with the number of growth alternatives because the 'change' variable 
increases. For example, diversification represents greater risk than market penetration 
because the first implies more changes and new situations. 

By keeping this reference framework in mind, strategies can be proposed to reach the 
established objective. These strategies can include: 

1. Detecting categories of agricultural producís presenting a high or intermediate growth 
indemand. 
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2. Idenlifying agricultural products whose demand exceeds product supply, and 
determining Ihe causes of this shortage. Agricultural, forest, and agro-industrial products 
tlIeíng imported should also be detected. 

3. Studying trends of demand for products associated with the conservabon of natural 
resources. 

4. Studying trends of demand for products tor which a targeted region offers a 
comparative advantage. 

5. Studying trends of demand tor traditional agricultural, forest, and agro-industrial 
products of the targeted region. 

These strategies are pertinent for local, regional, national, and international markets. 
However, obtaining primary informal ion on domestic markets is easier and less expensive 
than that on intemational markets, especially in the case of developed countries. Research 
on domestic markets should therefore be conducted separately from that on foreign markets. 
For the latter, research should be specifically focused on oblaining secondary information 
from specialized govemmental agencies (foreign trade, promotion of exports) and the private 
sector. Or, if economically viable, consultants specialized in developed-country markets, 
should be contracted. Internet is another, increasingly useful, source of market data. 

These strategies are described below in more delail. 

2.1.3 Detecting categories of agricultural products with a hígh growth in demand 

Products can present several growth trends. Growth is usually measured as a percentage of 
annual increase in sales or in demand for a product. Growth can be high (more than 6% per 
year) , intermediate (from 4% to 6%), low (from 1% lo 3%, which is similar to population 
growth rate) , nil, or negative. Above all, we are interesled .in detecting those products 
presenting high or intermediate growth. This type of growth is usually found with innovative 
products that respond well to current trends in consumer habits. 

Products such as fruits, vegetables, fresh and processed roots and tubers, and basic grains 
should be considered. Producls characteristic of biodiversity, such as spices, aromatic and 
medicinal plants, essentíal oils, and natural colorants, should also be taken into account. 

2.1.4 Identífying agricultural products whose demand e~ceeds supply 

Oifficult-to-obtain products because of short supply should also be identified. A product may 
be scarce because demand has surpassed product supply, it's off-season, or the product 
'suffers problems such as diseases, pests, and drought. 

Although shortage of a product can represent an opportunity, identifying underlying causes is 
importan! because they can be temporary, such as off-season demand or production 
problems, orthey can be more permanent such as growth in demando 
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. The maín agricultural, fivestock, and forest categoríes that are ímported should also be 
.. identified. The govemment usualfy has gooo informalion on these aspects. Domestic 

production of some of Ihese products may be economically viable if they represent savings in 
freighl. 

2.1.5 Studying trends in demand for products associated with the conservation of 
natural resources 

This stralegy warrants special explanation beca use it is closely related with issues of 
sustainability and environmental conservation. A large percentage of small producers in 
Latin America inhabit fragile ecosystems such as hillsides and tropical rain forests, where 
the probability of erosion and environmental degradation is high. If products directly or 
indirectly related to conservation (e.g., five barriers, grasses, and cover crops) are available 

.. and represenl a market potential, then the adoption of conservation practices by small rural 
, producers is more viable. Many production systems have been proposed in the pasl, but 

theír economic feasibility had not been studied. The producer, of course, cannot adopt 
. sustainable production systems that do not guarantee his orherfamily's livefihood. 

To continue with this strategy, a list should be.made of the products dírectly or indirectly 
associated with several tools designed to conserve natural resources. For example, if the 
community prefers live barriers of forage grass, the local or regional demand for related 
products, such as milk and dairy products, should be studied. Studying the demand for a 
product involves: 

1. Determining the annual growth rate of sales (high, intermediate, or low). 
2. Determining the volume of sales. 
3. Knowing purchasing conditions: prices, presentation, product qua lit y, and 

. competitors. 
4. Identifying buyers and types of markets (local, regional, national, or intemational) 

2.1.6 Studying trends in demand tor products for which a targeted region offers a 
comparative advantage 

First, 'comparative advantage' should be defined. If a region produces a belter quality 
product, or a product that yields higher margins of profit, compared with other areas, then this 
regiOn has a comparative advantage. In other words, the region could probably compete 
successfully in the market forthat given product. 

Comparative advantages are sometimes obvious. For example, many exotic native 
productsfruits, nuts, and raw materialsfound in the Amazon regiOn are not produced in other 
regions. If efficient agro-enterprises, with adequate support systems, can be established, 
then the region would mos! likely have a comparative advantage for producing and 
marketing these native prOOucts. 
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ltIowever, the identification of comparative advantages for a region is not alwaysso evident. 
The geographicallocation of the area, demand and availability of labor, existing production 
systems and rural agro-industries, microclimates, and population characteristlcs should 
tI'Ierefore be studied to hypothesíze the comparative advantages, For example, if the 
targeted microregion has good communication with an important urban centre and offers a 
variety of microclimates, most probably, it will have comparative advantages. 

In addition, rural economies can presen! comparative advantages for some agricultural 
products such as fruits, vegetables, spices, medicinal and aromatic plants, roots and tubers, 
organic products, fibers, or small animals. For example, 80% of fruit production in Colombia 
is estimated to come from small producers (Asohofrucol 1998, personal communication). 
Comparative advantages may also exist for woven fabrics, handicrafts, and other similar 
items. 

A study should also be conducted to determine whether the region presents comparative 
advantages for processing traditional small-producer products, such as coftee, maize, 
common beans, cassava, milk, and cacao. A related idea is the use of regional brands for 
typical products of a region; this strategy serves to differentiate the product from others 
oftered on the market. 

As already pointed out in Part 2.1.5, the study of the internal demand for a product helps 
determine that product's annual growth of sales (high, intermediate, or low) and sales 
volume. Sales price, and product presentation and quality should also be analysed, the 
campetition ascertained, and buyers identified. 

2.1.7 Studying trends in demand for traditional products (agricultural, forestry, and 
agro-industrial) ofthe targeted region 

This strategy refers to the ofter currently existing in the targeted microregion. It is important 
to ensure that the market survey includes existing agricultural, forest, and agro-industrial 
production. Interesting marketing apportunities for traditional products may be identified, 
including the generation of aggregate value and the use of regional brands. This strategy is 
related to growth alternatives of the Ansoff matrix (1957). For example, a coffee-producing 
region can produce its own coffee ready for consumption, using a regional brand. 

Dne regíon in the hillside area of southern Colombia has two rural agro-industries: cassava 
starch factories and sugar milis. The former produces sour cassava starch, which is used to 
prepare a typical bread known as 'pandebono'. The sugar milis produce a brown rock sugar, 
known as 'panela'. lNhen the demand for both products was studied, two market 
opportunities were found: 

- A presentation of hígh-quality sour slarch destined to the snack-producing industry. 

- The development of a new product that involved pulverizing 'panela' to convert it into 
a type of natural, whole sugar. 
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Thus, a traditional productfacing a static or diminishing market can be inserted into a 
moqem, high-growth market 

At this point, it is also important lo inelude uncommon producls that are characteristic of,the 
region's biodiversity. In this.case, key informants (e.g., technicians, entrepreneurs, and 
professors) should be enlistedfor help in preparing a list of the region's plants that can be 
useful as aromatic or medicinal''Plants, spices, colorants, oils, or essential oils. Senior 
comtnunity members can serve as key informants for identifying useful products that have 
disappeared from the region or are becoming extinct. . 

An example ofthis last case is the shrub Myrica cerífera (also called 'laurel de cera', bayberry, 
or wax myrtle). A type of natural wax is extracted from this shrub and used in the production 
of brown rock sugar and in !he preparation of candles. This shrub has disappeared from 
large areas ofthe Department of Cauca, southwestern Colombia. 

As already mentioned in Parts 2.1.5 and 2.1.6, the study of local demand for a product helps 
determine both growth and volume of sales. Sale prices, and product presentation and 
quality should also be analysed, and competitors and buyers determ ined. 

2.2 Developing a Research Plan 

Once the objectives and strategies are defined, research should be planned lo ensure the 
efficient fulfilmenl of established objectives. 

2.2.1 Secondary information requirements 

Although secondary information contribules greatly to market surveys, primary information is 
probably more important. To take advanlage of the polential of secondary information, the 
products corresponding to strategies c, d, and e, mentioned in Part 2. 1.2, should be defined 
firsl. Then, the search for secondary information can be planned. 

Secondary information is especially important when studying international markets, 
especially in the case of developed countries. Information should be up to date because 
market processes are dynamic and changing. This type of information should therefore not 
be more than 2 or 3 years old. A list of possible sources of secondary information is given 
below, in Part 2.3. 1, among which Internet is now very importan!. Appendix 7.4 presents a 
mini-directory of organizations dedicated to altemative trade, and which can provide both 
primary and secondary information. 

Furthermore, secondary information related to price series at either !he wholesale or 
consumer level should be sought for targeted products. Such series can be used to 
determine the degree of stability of a product's prices, essential information forthe small rural 
producer who, because of his or her economic fragility, has a very low risk capacity. The 
more stable a product's prices are, the lowerthe risks forthe producer. 
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2.2.2 Primary information requirements 

Primary information is more important in market surveys because secondary sources do not 
offer all the necessary up-to-date information. The strategies discussed in Part 2.1.2 require 
primary information. 

Obtaining primary information for export markets is optional, depending on the feasibility of 
these markets for the targeted microregion and the availability of funds to carry out the 
research or contrae! a specialized consultan!. The consultant should be familiar with the 
markets of al leasl the European Union, the United States, and Japan. Different 
organizations belonging to the so-called altemative trade (Le., commercially related to rural 
economies) must also be contae!ed. As already mentioned in Part 2.2.1, Appendix 7.4 
presents a mini-directory of active, altemative-trade organizations. 

In the case of markets of neighbouring countries, primary information can be obtained at a 
moderate cost, for example, in Central America, where countries are relatively small and 
trade in agricultural and agro-industrial products between neighbouring countries is 
importan!. One way of accessing market information of neighbouring countries is through 
intermediaries who buy in one country, then sell in others. 

A market survey is only one stage of a methodological process, as indicated in the 'General 
Structure'. Another objective of market surveys is to capture information for a later stage of 
characterizing market options. A marketing matrix is used for options selee!ed in the market 
survey. 

The type of commercial information that should be collected, and the matrix, is described in 
Part 2.1.4. 

2.2.3 Research approach 

Surveying is the most adequate research approach because descriptive data can be 
obtained. Not all surveys can be structured. Strue!ured surveys use lists of questions that 
are asked in the same way to all interviewees. Unstructured surveys allow the interviewer to 
ask questions and thus direct the interview according to the replies. Research can also be 
condue!ed by observation, which consists of collecting primary information by observing 
people, events, and situations. 

2.2.4 Methodsofcontact 

Informalion can be requested by traditional and electronic mail, and phone, or in persono But 
we recommend the two last altematives. A mailed questionnaire is inflexible and the reply 
rate low. Phone interviews can be a valid option to contact people you know or ifthey are not 
readily accessible. The personal interview is the best method of contac!. Interviews can be 
condue!ed individually or in group (group sessions orfocal groups). Individual interviews are 
more common because Ihey are flexible and effective, even though more expensive. 
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2.2.5 Sampling plan 

Because our market survey does not focus on consumers but on marketing channels and 
industry, the targeted population is not so extensive. Hence, lhe representative sample 
covers a larger proportion of the total population and the conclusions are likely lo be more 
precise. 

Several samples may have lo be selec!ed for the survey. When designing the sample, lhe 
following decisions musl be made: (a) who should be inlerviewed (sample unit); (b) how 
'llany people should be interviewed (sample size); and (c) how will they be selec!ed 
(sampling procedure). Selec!ion can be done al random among the entire populalion 
(probability sample), or among people from whom it will be easy lo obtain information 
(convenience sample). A specific number of people from different categories or groups 
(quola sample) can al so be interviewed. 

For our purposes, the sample will consist of a list of contacls that includes, among others, 
local and regional intermediaries, wholesalers and retailers in wholesale supply centres, 
heads of purchases for self-service stores or supermarkets al the regional or nationallevel, 
offieials of agro-industries and other companies, and retail stores. If contacts are few and 
relalively close to each other, then all can be interviewed. But if they are numerous or distant, 

¡ then a representative sample should be chosen. 

In addition, a list of contacts necessary for obtaining pertinent secondary information should 
be made.' The list usually includes govemment officials involved in foreign trade, promotion 
of exports, or economic development; staff of related associations; and chambers of 
commerce (see Part2.3.1). 

2.2.6 Research tools 

In our·case, key tools are the questionnaire and the interview guidelines. The questionnaire 
consists of a series of carefully prepared questions that the interviewee should answer. A 
test interview should be conduc!ed. Questions may be closed or open. Closed questions 
include all possible responses, which are chosen by the inlerviewee. Examples of closed 
questions are those of multiple selection or of scoring against a scale. Open questions allow 
the inlerviewee to answer the question with his or her own words. Questions should be 
simple, clear, and follow a logical sequence within the questionnaire. 

Interview guidelines are used in unstructured surveys, which seek to direct the interview 
according to the replies. They usually consist of a list of issues that the interviewer should 
take into account, but without entering into much detail. This tool allows great flexibility. 
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Different toolsquestionnaires or interview guidelinesshould be prepared for eaen group of 
:people to be interviewed. For example, interview guidelines should be prepared for 
intermediaries, while questionnaires should be prepared for heads of purenases for self
servies stores, agro-industries, and food-processing companíes. A different questionnaire 

,or interview guideline may have to be developed for eaeh agro-industry. Simple interview 
guidelines. should also be prepared for use with eontacts, sueh as govemment officials, 
offieials of enambers of eommeree, and members of assoeiations, when secondary 
information is being sought 

To define lhe researen plan and determine different questionnaires or interview guidelines to 
be developed, a researeh tool matrix can be prepared (Table 2.2.) Before building this matrix, 
remember to first define the products ecrresponding to strategies e, d, and e, mentioned in 
Part 2.1.2. This step is requisite for determining whieh products should be covered in the 
interviews and who are the eorresponding contacts. This matrix can also be used to plan the 
search for secondary information. 

The columns of the tool matrix represent the five different strategies of the market survey and 
Ihe rows, the eontacts who should be interviewed. The shaded cells indicate topics or 
strategies to be ineluded in Ihe lools directed towards each type of contact. F or example, tne 
questionnaire or interview guidelines directed toward intermediaries and wholesalers may 
not only inelude a section to identify hign-growth or scarce products but also sections 
focused on idenlifying Irends in demand for products relaled lo otner survey strategies: 
conservation, eomparative advanlages, and Iraditional products. Thus, the matrix helps 
visualize Ihe number of tools and their conlent In the eorresponding cells you can add codes 
such as 0-1 for Ouestionnaire 1 or G-2 for Guidelines No. 2; or P for primary information to be 
collected and S for secondary informatíon to be eollected. 
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Table 2.2 Matñx to determirie research tools.' 

'See also Worksheet no. 1 ter Exercise 2.1 

2.2.7 Components of the research plan 

Table 3.3 indicates the broad work areas ofthe market survey, specified with capitalletters. 
As mentioned before, Ihe emphasis en components will depend on established priorities and 
on available funds. However, componenls A, B, and F are considered priority. In a case like 
tha! of Central America, component C would be added lo Ihis lisl. The other components 
would be regarded as optional and so appear in parentheses. 

Table 2.3. Components ofthe research plan. 
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2.2.8 Designing tools 

A series of practical recommendations can be made on designing questionnaires and 
interview guidelines to obtain primary information (see Exercise 2.2). 

- As already mentioned, some questionnaires and interview guidelines should be 
separated into sections corresponding to two or more survey strategies, as illústratedby 
the tool matrix in Table 2.2. Such lools would be usad with intermediaries, heads of 
purchases for self-service stores, and agro-industries. 

- In other cases, tools would focus on a single survey strategy. For example, let's analyse 
the tools for strategy e, which focuses on studying the demand for traditional products. 
Let's suppose that two traditional products of the regionmaize and cassavaare going to 
be studied. The shaded cells of the matrix suggest that specificinstruments, oriented 
towards contacts and com panies that sell, purchase, and process these products, should 
be designed. These tools may include intermediaries and agro-industries. 

- Continuing with the previous example, the matrix also indicates that a section can be 
added to study maize and cassava trends in the tool for intermediaries, heads of 
purchases for self-service sto res and agro-industries. 

- As mentioned in Part 2.2.2, lhe questionnaires and interview guidelines should includs, 
for all targeted products, questions on marketing to provide information for a later stage of 
commercial characterization of market options. These would include data on purchase 
conditions, such as prices, quality standards, packaging, varieties, and volumes of 
purchase. 

- A tool should have a name or title identífying il, for example, 'Questíonnaire for 
Intermediary', and acode if necessary. 

- The fírst par! of a tool should ídentify the contact or source of information; his or her 
posítion; the company's name, address, and phone; date of interview; and name of 
interviewer. This informatíon is not only important for data processing bul also for 
monitoring the survey. 

- The different sections of a tool should be clearly identified and separated. Sections may 
correspond to survey strategies orto different products. 

- AII questions should have a number that identifies them. 

- Sufficient space should be left below the questions so that the interviewer can write the 
answers. 

- Questions will usually be open, although closed questions will, on occasion, be useful. 
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AI.I the tools, and certainly the morE\ im,portant ones, should have been previously tested 
wlth one or two contacts . 

. TIle questionnaire should include precise instructions in bold type to avoid confusing the 
interviewer. Sometimes Ves or No questions will help the interviewer determine whether 
h!3 or she should jump a question or set of questions. For example, an interviewer asks 
whether the interviewee buys or sells maize, and is told 'no'. The interviewer therefore 
does not need to continue asking about this product and goes on to another part of the 
questionnaire. 

2.2.9 Examples of key questions 

Usually, designing questions is not difficult, but neither is it as easy as one may think. The 
melaning of a question may be clear to whoever makes it, but confusing to other people. 
\MÍen planning a question, the ease of annotating the answer should also be taken into 
account. Likewise, the questionnaire should not be too lengthy. Several examples of 
qu~stions oriented towards detecting products that either show interesting sales growth 
rate,s or are in scarce supply are given below. The questions may be asked for categories of 
products (such as fruits, vegetables, and flours) or for specific products (such as banana, 
string baans, and maize flour). 

Sample questions for a questionnaire 

a. Theme of questions: Products showing a good growth rate in sales. 

• The volume of sales of in your chain of self-service stores this year was 
rreater(+), equal (=) orless (-)than lastyear's volume? ______ _ 

• ¡More or less in what percentage? _______ _ 

• Wt,at products presented the highest increase in demand? Give the percentage in round 
figures. 

1. __________________________________ _ 
--_% 

2. ________________________________ __ 
--_% 

3 ________________________________ __ 
--_% 

4. __________________________________ __ 
--_% 

b. Themes of questions: Products in scarce supply 

• 15 it now difficult to obtain any type of _______ ? 

• yes [ 1 Go to Question No. 
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• No [ Go lo Queslion No. _. , 

• Vllhalspecific producl or products are in scarce supply? 

1. ____________________________________________ __ 

2. ____________________________________________ _ 

3. ____________________________________________ _ 

4. ____________________________________________ _ 

• lNny is this producl (or Ihese products) scarce? (keep the same order.) 

1. ____________________________________________ __ 

2. ________________________________________________ ___ 

3. ____________________________________________ ___ 

4. ____________________________________________ ___ 

2.3 Collecting Information 

Once the research plan has been developed, the questionnaires or interview guidelines 
designed and tested, the next slep is lo gather intormalion. 

2.3.1 Sources of secondary information 

Before collecting secondary data, you should check tha!: 

- The products corresponding to strategies c, d, and e in Part 2.1.2 have been defined; 

- The priorities tor the research plan, appearing in Table 2.33, have been determined; 
and 

- The corresponding list of sources of secondary information has been prepared. 

Table 2.4 presents a list of potential contacts tor acquiring secondary information. 

Information centres of wholesale supply centres, open-air mark.ets, and marketplaces are 
good sources tor obtaining price series at either the wholesale or consumer level for largeted 
products. Economic and agricultural publications and agricultural and livestock and 
economic sections of newspapers can be good sources of information on markets and prices. 
Finally, hiring a consultan! to help acquire secondary information may be justified. 
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Table 2.4. Sources of secondary information 

• 

• 
• , 

! • 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 

Information centres of wholesale supply centres, open-air markets, and 
rnarketplaces 

Chambers of commerce 

Development agencies 

Associations 

National, departmental, provincial, or municipal governrnents 

Press, specialized and standard publications, and journals 

Private companies 

Internet 

Consultants 

Foreign trade agencies 

Agencies promoting exports. 

Internet 

Consuttants 

Foreign trade agencies 

Agencies promoting exports 

State agencies of developed countries 

Development agencies 

Internet 

Consultants 

2.3.2 Generalities on collecting primary information 

i Several recommendations are offered to ensure successful collection of primary information: 

- This is not a comprehensive survey because it does not focus on consumers. No more 
than three reliable people are needed to gather this information, with the support, if 
necessary,ofconsultants. 

- Interviewers must be informed of the survey's objective and be familiar with the tools 
developed. 

-Interviewers must make appointments with contact people, then confirm and keep them. 
Appointments can be made by phone. 

- Formalletters using stationery of the organization executing the survey should be used 
lo identify and empower the interviewer. The lelter should also inform of the survey's 
objectives and emphasize that al! information wil! be handled confidentially. 
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~ Interviewers should personally explajn survey objectives to tne interviewee and 
reassure him or her that all information will be handled confidentially. 

-Interviewers must avoid influencing or suggesting replies. 

- Where possible, interviews should not be very long, although, this may be, on occasion, 
unavoidable. An interview lasting 30 minutes is long. If it's likely to take longer, the 
interviewee should be previously informed. The interviewer may ask for more than one 
appointment so that the interview is conducted in several sessions. 

- Supervision of interviewers is optional, depending on the degree of confidence that 
exists. Supervision is performed mainly by phoning interviewees to confirm that they 
were indeed contacted. 

In Parts 2.3.3 to 2.3.7 below, different contacts are described. This type of information can 
be useful when programming information collection. 

2.3.3 Intermediaries and wholesalers 

The intermediary is importan! at both urban and rurallevels for marketing agricultural and 
agro-industrial products. A sample should be selected, which can be by quota, according to 
the products handled. Interview guidelines should be used. Interviewees may have limited 
education and may not be articulate. Some intermediaries or rural wholesalers purchase 
field products and take them to other intermediaries or wholesalers in urban areas. 
Intermediaries and wholesalers usually specialize in a particular product, bu! can also inform 
about other products. Intermediaries and wholesalers will be key players in surveys on 
conservation-related products, products with comparative advantages, and traditional 
products (strategies e, d, and e). 

2.3.4 Wholesale supply centres and marketplaces 

Forthese sites, data collection should have two objectives: 

- To use information centres, if they exist, to obtain primary and secondary information on 
products with high sales growth and on products corresponding to strategies e, d, and e. 

- To interview wholesalers and retailers on products with high sales growth and on 
products corresponding to strategies e, d, and e. 
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Interview guidelines should al so be used. Once again, interviewees may have limited 
education. Price series may be available at information centres; the degree of price stability 
can therefore be established. 

2.3.5 Purchase centres for self-service stores (or supermarkets) 

These sites can provide lots of information, particularly for identifying high-growth products 
or products in scarce supply. Other trends tha! can be determined are those conceming 
conservation-related products, products tor which a targeted region offers a comparative 
advantage, and traditional products. 

The headsof purchases are very busy people, and you will need to ask for an appointment 
well in advance. There may be several heads of purchases, each specialized in a different 
type of product. You should especially try to contact the head of purchases of fruits and 
vegetables because these products are closely related to the rural economy. 

You must avoid making the interview long; if necessary, make more appointments. In this 
case, the use of a questionnaire will enable you to collect data on many products. 

Several categories of agricultural products sold in supermarkets are listed below: 

- Basicgrains sold in bulk or packaged 
- Fresh fruits 
- Fresh vegetables 
-Flours and starches 
- Tinned products 

. - Products bottled in glass 
- Frozen products 
- Non-frozen, ready-to-eat products 

2.3.6 Agro-industries and food-processing companies 

If the survey is directed only towards local companies, you may be able to cover the entire 
population being sampled. If survey coverage is broader, you will have to select a sample by 
quota, according to marketed or bought products. Local companies use raw materials, 
including fruits, grains, cereals, roots, tubers, and vegetables, grown by small producers. 
They are a goOO source of information for all survey strategies. You may have to develop 
either a questionnaire or interview guideline for each type of company, according to the raw 
material purchased or product manufactured. 

You must identify the most suitable person to interview. If the company is small, the ideal 
person may be the owner, general manager, or marketing manager. If the company is 
intermediate in size or large, then it is belter to contact the head of purchases. These 
companies handle a great deal of confidential information and the interviewer must 
guarantee that all information given to him orherwill be handled confidentially. Interviewees 
may be unwilling to give information on sales volumes, but it is even more importan! to obtain 
ínformation on annual growth rates of sales for their products and on buying conditions. 
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2.3.7 Other industries and retai/ stre,s 

The observations expressed in Part 2.3.6 also apply to other industries and retai/ stores. In 
addition, note that when studying trends for agricultural or agro-índustrial products, whether 
(a) related to the conservation of natural resources, (b) grown in a targeted regíon that offers 
comparative advantages, or (c) fashionable ortraditional in the region, then the survey must 
cover a broad range of companies that purchase the most varied raw materials to prepare 
their products. For example, in a market survey carried out in a pilot area in southern 
Colombia, a candle factory, flower shops, dairy industries, and fruit-pulp producers were 
interviewed, among others. 

2.4 Processing and Analysing Data 

Afler finishing the fieldwork and having col/ected primary and secondary data, this 
information is analysed lo prepare reports and fulfill the inilial objectives proposed. 

2.4.1 Data processing 

You must have already realized that the information generated by a market survey will be 
located in a greatvariety of questionnaires and interview guidelines, different among 
themselves and with many open questions. You wil/ have tools that were used with 
intermediaries, wholesale supply centres, supermarkets, agro-industries, and other types of 
companies. There wi/l also be documents, articles, and data on many types of products and 
export opportunities. These all indicate that a market survey has the characleristics of a 
qualitative study, which makes it difficult or impractical to process information, using an 
automated statistical package. 

Accordingly, we suggest that data processing be carried out manually by one or more highly 
trained protessionals, who understand the survey's objective and have a good capacity for 
analysis and synthesis. To facilitate information processing and analysis, you should, from 
the beginning, organize the information by strategy and/or by product (Table 2.3). 
Information on opportunities for domestic and export markets should also be separated. 

2.4.2 Data analysis 

The handling of data as proposed aboye means that data processing and analysis are almost 
simullaneous because the professional in charge should synthesize the primary and 
secondary information obtained, then order it by survey strategy. The type of information 
obtained can be classified into four broad categories: 

- Opportunities in national and inlernational markets. 

- Market trends for producls with high and average sales growth and for products in 
scarce supply. 
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- Market trends for products related to the conservation ofthe natural resources,products 
for which targeted regions offer comparative advantages, and traditional products. 

- Buying conditions for all products of interest: 

2.5 Final RepQrt Qn the Market Survey 

2.5.1 Structure of the final report 

Table 2.5 proposes a structure for the final report, organized by market type and strategy. 
Note that the products corresponding to the fírst two strategies (a and b) of the survey are 

. NOT determined beforehand, but are identified precisely during the study. In contrast, the 
products of strategies c, d, and e ARE chosen beforehand, as has already been explained. 

The shaded cells in Table 2.5 correspond to the components of the final report that are 
considered as the most important, although this decision is left to each project's criterion. 
The matrix proposes a final report with a partfocused on the domestic market and another on 
the international market. The two parts are divided into four reports (strategies a and b are 
combined into one part), one for each strategy of the market survey. Each part, in its turn, is 

. divided into two sections. 

As the final report can be extensive, a summary should be made of the mast importan! 
conclusions in accordance with the market survey's objectives and original strategies. 

2.5.2 Contents, and drafting the final report 

Below are several suggestions on content and drafting of the final report: 

- Organize the report by parts, reports, and sections. 

- Only ínclude information relevant to the objectíves and strategies. lIIIhere possible, 
detail the information on products representing a marketing opportunity for the targeted 
microregion. 

- Summarize as much as possible, and avoid beíng repetitive. Use matrixes and tables. 

- Make sure your report has a title page, a page of contents, an executive summary, a 
bibliography, and a list or directory of contacts or buyers. . 

- Specify the dates on whích fieldwork was performed. 
lIIIhere possible, present information in a consistent manner, for example, matrixes 
should be in similarformats. 

- Finish each section or report with conclusions to facilitate its reading. 
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Table 2.5.Suggested structure for a final reporto 

List of identified 
marketing 
opportunilies 

List of idenlified 
marketing 
opportunities 

Section A: 

'i!f,rZ::j Lisl of identified 
marketing 
opportunities 

Information, by 
product,on 
trends in demand 
and buying 
conditions 

Section B: 

Information, by 
product,on 
trends in demand 
and buying 
conditions 

Section B: 

Information, by 
product,on 
trends in demand 
and buying 
conditions 
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Exercise 2.1 Determining Research Tool Requirements 

Objective 

The participant should be able to determine research tools and the different formats needed 
to obtain primary information in market surveys. 

Instructor's guidelines 

1. Organize!he participants into groups offive and ask them to nominate a coordinator. 

2. To do this exercise, the participant uses assisted by a tool matrix (Table 2.2) that 
appears as Worksheet no. 1 for Exercise 2. 1. 

·3. The information most related to this topic can be found in Parts 2.1.3 through 2.2.6. 

4. Participants should use the two worksheets included. 

5. In Worksheet no. 1 (tool matrix), the participant must identify and list all the different 
.. tool5 he or she will need; the participant may use codes or abbreviations to identify them. 

6. In Worksheet no. 2, the participant must copy the list of different formats tor 
questionnaires and interview guidelines, and identify each formal. 

7 .. Orice the exercise has been completed, the coordinalor ot each group will present the 
results in a plenary session. 

8. The results may vary, but what's important is that the propased lools cover all the 
requirements of the market survey. 

Resources needed 

e Section 2 otthe manual 
e Worksheets for Exercise 2.1 
e Paper and pencils 
e Flip chart, or overhead projeclor and transparencies 
e Magic markers, or markers torthe transparencies 

Time required: 90 to 120 minutes 
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Determining Research Tool Requirements 

Instructions for the participants 

Make believe that you are conducting a market survey, like the one described in this Section, 
for a microregion and that you already have a clear idea ot the number of tools 
(questionnaires, guidelines) you will need. Assume that the products of surveystrategies c, 
d, and e are as follows: 

Strategy c - Products related to soil conservation: dairy products, chickens 

Strategy d - Products for which a targeted region offers a comparative advantage: flowers 
(roses) 

Strategye - Tradilional products: beans and maize 

In the matrix format lo delermine research lools (Worksheel no. 1), idenlify the different tools 
you will need and write them down. You can use codes or abbreviations to idenlify the 
formats ortools. 

Then, using Worksheel no. 1, flll out Worksheet no. 2. 

The information mosl related to this topic can be found in Parts 2.1.3 through 2.2.6. 

To complete this exercise, follow these steps: ,'., 

1. Make a lisl of types ot conlacts you plan to make tor each of the tive survey slrategies. 
Pay attenlion to!he shaded cells in the tool malrix. 

2. Decide, for each type of contact, whether you need a questionnaire or interview 
guidelines. 

3. Decide, for each type of contacto whether the 1001 serves one or more slrategies. 
Remember that strategies a and b can be included in the same section. The remaining 
strategies must each go in a separate section. 

4. Identify and write down Ihe differenl tools you need in the tool matrix (Worksheet no. 1). 
Use codes or abbreviations tor each tool. . 

5. Then, in Worksheet no. 2, list the tool formats (if the tool serves tor several strategies, 
then it should beseparated into sections) with their respective description. 

6. Make sure thal!he list of tools meels the needs of all the strategies. 
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Exercise 2.1 Determining Research Tool Requirements • Worksheet 

Matrix to detennine research tools. 

a. See also Table 2.2, page 2-16. 
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DeterminingResearch Tool Requirements - Worksheet 
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Exercise 2.1. Determining Research Tool Requirements • Feedback 

Answers can vary markedly. Likely answers are given below, according to information 
presented in this Section (2). What becomes obvious is that tools can encompass several 
strategies, tor example, tools 1, 2, and 3 in the following table, because the contact handles 
many product lines. Intermediaries and agro-industries usually specialize in one or two 
products, meaning that asking for many products will prove unproductive. You should 
contact agro-industries purchasing fruits and vegetables as part of strategies a and b. Note 
the number of tools specialized in a single product. As a rule, interview guidelines are used 
more with intermediaries and wholesalers. 

1 Q Self-service stores Heod of purchases AIl 4 

2 G Wholesale supply centres Information Al! 4 
and marketplaces centre 

3 Q Agro-industries: fruits Heod of purchases aand b 1 
ar.d Yegetables 

4 Q Agro-industries: milk OrId !-leed 01 purchases e 1 
dairy products 

5 Q Agro-industries: poultry Heod of purchoses c 1 

6 Q Agro- industries: maize !-Iead of purcnases e 1 

7 Q Agro-industries: beans !-Iead of purchases e 1 

8 G Intermediaries: milk and Intermediary OrId e 1 
dairy praducts wholesoler 

9 G Intermediaries: beans Intermediary and e 1 
wholesoler 

10 G Intermediaries: maize Intermediary and e 
wholesaler 

11 Q Flower shops Head of purchoses d 1 

12 G Intermediaries: flowers Ir.termediary and d 1 
wholesaler 
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Exercise 2.2 Designing a Simplified Questionnaire 

Objective 

The participant will design a simplified questionnaire directed to the head of purchases of 
fruits and vegetables for a chain of self-service stores. 

Instructor's guidelines 

1. Organize the participants into groups of five and ask each group to nominate a 
coordinator. 

2. This exercise should help participants learn how to design a questionnaire directed to 
the head of purchases offruits and vegetables for a chain of self-service stores. 

3. The questionnaire will be simplified to include only questions on fruits for strategies a 
andb. 

4. Information on this topic can be found in Parts 2.1.3, 2.1.4, 2.2.6, 2.-2.8, 2.2.9, and 
2.3.5. 

5. Participants should use the Worksheet for Exercise 2.2 to develop their 
questionnaires. 

6. The type of questions can vary, but the questions must be well thought out, following 
the recommendations made in Part 2.2.8. 

Resources needed 

• Section 11 ofthe manual, especially the parts mentioned in points d and f above 
• Worksheetfor Exercise 2.2 
• Paper and pencils 
• Flip chart, or overhead projector and transparencies 
• Magic markers, or markers for the transparencies 

Time required: 60 minutes 
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Exercise 2.2 Designinga Simplified Questionnaire 

Instructions forthe participants 

Join a group of five people and nom inate a eoordinator. 

: Make believe you are eondueting a market survey, sim ilar to the one deseribed in this seetion, 
for a given mieroregion. Design a questionnaire direeted to !he head of purehases of fruits 
and vegetables for a ehain of self-service stores. 

i 
'Using the Worksheet for Exereise 2.2, propose a simplified questionnaire. Ask only about 
fruits for strategies a and b. Use fewer questions than normal, and exelude the remaining 
three strategies. 

You will find information related to this topie in Parts 2.1.3, 2.1.4, 2.2.6, 2.-2.8, 2.2.9, and 
2.3.5. 

To prepare your questionnaire on fruits, do the following: 

1. Study the Worksheet for Exereise 2.2, whieh eontains the seetions of a simplified 
questionnaire on fruits. 

2. On a separate pieee of paper, prepare the information and questions tor each section, 
asfollows: 

• Tille or name of questionnaire 
• Section 1: tour types of information 
• Seetion 2: two questions 
• Section 3: three questions 
• Section4: fourquestions 

3. Complete the Worksheet. 
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Exercise 2.2 Designing a Simplified Questionnaire ·Worksheet 

TitJe of the questionnaire: ___________________ _ 

Saetion 1. Information on eontact and interviewer 

1. ________________________________________________ __ 

2. ________________________________________________ __ 

3. ________________________________________________ --

4. ________________________________________________ __ 

Saetion 2. Strategy a: Fruits with either a hígh or intermediate sales growth 

1. ________________________________________________ __ 

2. ________________________________________________ __ 

Seetíon 3. Strategy b: Fruíts in scarce supply 

1. ________________________________________________ __ 

2. ________________________________________________ __ 

3. ________________________________________________ __ 

Saetion 4. Strategies a and b: Buying eonditíons for fruits of interest 

1. __________________________________ ~-------------

2. 

3. 

4. ________________________________ -----------------
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Exercise 2.2Designing a Simplified Questionnaire - Feedback 

Title of questionnaire: Self-service slores: F ruits Date: 

Seetíon 1: Infonnation on eontact and interviewer 

1. Person interviewed 

2. Position 

3. Narne 01 self-service store 

4. Interviewer 

Section 2: Strategy 1: Fruíts wíth either a hígh or intennediate sales growth 

5. Was the volume 01 sales ollruits in your chain of self -service sto res greater, equal, or less than last 
year's? 

6. Which fruits had Ihe greatest increase in demand and by what percentage ~n round figures)? 

a. % b. % 

c. % d. % 

Seetion 3: Strategy b: Fruits in searce supply 

7. Is it currently diflieull to obtain any type 01 fruit? If yes, go lo Q. 2 
11 no, go lo Saetíon 4, Q. 1 

8. What type 01 fruil or fruits? a. b. 

c. d. 

9. wny? (keep Ihe same order) a. b. 

c. d. 

Seetíon 4: Strategies a and b: Buying condítions for fruits of interest 

10. wnat is Ihe minimum quantity offruits diseussed in Seetíon 2 Ihat you would buy? 

11. Al whal príce would you buy Ihese fruits tOOay? 

12. What sort of quality do you expee! Ihe fruits discussed in Seetíon 2 lo have? 

13. Would you be interested in establishing sorne type 01 conlrae! with small prOOucers? 
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Practice 2.1 Observational Visit to a Supermarket 

Objective 

Each participating group will make an inventory of the agricultural and agro-industrial 
products sold at a nearby selt-service store. . 

Instructor's guidelines 

1. This practice will help participants become more aware ofthe variety of agricultural and 
agro-industrial products being offered in a country. 

2. Organize the participants into eight groups and assign a category of agricultural 
products to each group tor identification and evaluation. 

3. The instructor should obtain, in advance, permission from the store's managemenl to 
visit the self -service store and take notes. 

4. During the visil to the store, the instructor should check that the groups observe al/ the 
products of interest and use the Worksheet for Practice 2.1. 

5. Once the visi! has ended, the groups should meet in a plenary session. The 
coordinator of each group informs about the products the group observed as belonging to 
Ihe assigned calegory. 

Resources needed 

• \Norksheet tor Practice 2.2 
• Permission from the store's managemenl to visit the self-service slore 
• Transportation lo and from Ihe slore 
• Note cards and pencils 
• Flip chart, or overhead projector and transparencies 
• Magic markers, or markers tor the transparencies 

Time required: 4 hours 
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Practice 2.1 Observational Visitto a Supermarket 

Instructiens ter the participants 

This practice will allow you to become acquaintect with the variety of agricultural and agro
industrial products being offered in a country. 

\M1ere possible, note down or ask about the origin of the different products, and examine 
the quality of the product and lhe packaging used. 

Before the visit, you will be assigned to one of eight groups; each group will be responsible 
for a category of product; for example: 

Group 1 
Group2 
Group3 
Group4 
Group5 
Group6 
Group7 
Group8 

Basic grains so Id in bulk or packaged 
F resh fruits 
Fresh vegetables 
Flours and starches 
Tinned products 
Products bottled in glass 
Frozen and refrigerated products 
Non-frozen, ready-to-eat products 

AII participants will meet after the visit. 

The participants will make a joint inventory of the products observed, each duly classified 
and annotated as to place of origin, quality, and packaging. 

The notes should be transferred to the attached Worksheetfor Practice 11-1. In the 'Quality' 
column, rate quality as high, average, or low. Under 'Observations', make comments 
about the aspect and freshness of the product, condition of packaging, labelling, and any 
other aspect that attracted your attention. 
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Practice 2.10bservational Visit to a Supermarket - Worksheet 

••••••••• • ••••• 
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Practice 2.1 Observational Visit to a Supermarket - Feedback 

A worksheet that is already processed by a group of participants can show the following 
information: 

Tuna Ecuador Tin Good Well-presented labe\. 
Visible trademark. 

Sardines Ecuador Tin Good Well-presented labe\. 
Visible trademark. 

Palm hearts Colombia Tin Good Damaged packaging. 

Peas Colombio Tin Good Can't understand what's on 
labe/. 

String beans Guatemala Tin Good Dented tins. 

Baked beans Mexico Tin Good Attracti'le three-coloured 
labe/. 

Vienna sausages Colombia Tin Good 

Others 
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SECTION STRUCTURE 

Defining objectives and .. Developing a research 
strategies 

.. plan 

~ r 

Collecting 
Information 

~ 
( ) Market survey report 

Data processing and 
analysis 
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SPECIFIC OBJECTIVES 
~ The participant will be able to: 

~ Explain the objective and strategies of a 
market survey. 

~ Describe the main aspects that should be 
considered when developing a research 
plan. 

~ Determine the number of research tools 
needed. 

~ Develop a questionnaire according to 
recommendations provided in this section. 

~ Explain the prerequisites and procedures for 
collecting primary and secondary 
information. 

~ Explain how the content of the final report of 
a market survey can be organized. 
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ORIENTING QUESTIONS 

1. What is the purpose ofmarket research? 

2. Do you believe that a small farm is similar, 
in sorne ways, to an agro-enterprise? 

3. Who should perform market research? 

4. 15 secondary information, by itself, 
sufficient for a market survey? Explain your 
reasons. 
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SURVEY OBJECTIVES 

• To identify market opportunities, at both 
national and international levels, for 
agricultural, forest, and agro-industrial 
products that are produced traditionally or 
can be produced in a given microregion. 

• To capture information on buying 
conditions for the products identified as 
having market potential. 
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PRODUCT-MARKET GROWTH MATRIX 

Product development 
--"----- --------- -_._~--

Market development Diversification 

~ Ma-;k~t p~n_~t_ra_ti_on __ J I Product Development' 
-' - ._-- ._-- ------------------------, 

• Increased sales • New or modlfied products 

• Current products, current market segments • Current segments 

• No change of product offered 
• Improved produds, packaglng, la beis 

IL __ 
Diversification ~

- - - - - - I 
Market Development I 

_. _______ .. __ . _____________________ . _____ . ___ , _____ ~ _____ J 

• Identlfying new market segments • New products 

• Current products • New Markets 
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SURVEY STRATEGIES 
1. Detect categories of agricultural, forest, 
and agro-industrial products with high and 
intermediate growth in demando 

2. Identify agricultural, forest, and agro
industrial products that are in scarce supply 
(i.e., whose demand exceeds supply). 

3. Study trends in demand for products 
associated with the conservation of natural 
resources. 

4. Study trends in demand for products for 
which the given region has a comparative 
advantage. 

5. Study trends in demand for traditional 
products (agricultural, forest, and agro
industrial) ofthe targeted region. 
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DEVELOPING A RESEARCH AGENDA 
_.~-~---------- -- --"----------"-- --,--"--" --- - "." , 1/--------

Primary information 
requirements 

(' Secondary information\ / 
\" requlrements f --.-.\'\,' __________ _ 

I 
I 

.,~---_.- ---

Research approach 

-""',- //-
, I 
, r 

Methods of contact ,)..¡¡¡- --l 
) \ 

------------p,-------~ --------------------I .. 
-, //--_._--" ,/ 

Research tool formats ( Sampling plan }- - -...( 

. / ',-."", -----------, 

/ 

/ 

I .. 
i Design of research tools 
\ , 

'---------------------
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SOURCES OF SECONDARY INFORMATION 

( 
....---', 

1. 
Domestic market ) 

I-_"~ Infonnation centres of wholesa/e 
supp/y centres and marketp/aces 

...-~ .. Charnbers of commerce 

~-... Development agencies 

I .. Associations 

...-~.. National, departamental or provincial, 
municipal governments 

~~.. Press, publication, specialized 
journa/s, and others 

f---. Private companies 

~ Consultants 

...... - .. ~Internet 

rl Markets of \\ 
\ neighboring countries J 

-"- Foreing trade agencies 

Agencies promoting exports 

Consultants 

Internet 

,---

I Markets of I r--I\ developed countries I 

J 

t-.... Forelng trade and alternatlve trade agenc 

t-~ Agencies promoting exports 

t-.... State agencies of developed countries 

t-~ Development agencies 

...-.... Consultants 
Internet 
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GENERALITIES ON COLLECTING PRIMARY 
INFORMATION 

1. This is not a comprehensive survey because consumers are not 
contacted. Therefore 1,2, or 3 persons can do the jobo 

2. Interviewers must be informed of the survey's objectiveand be 
familiarwith the tools developed. 

3. Interviewers must make appointments with contact persons, 
then confirm and keep them. Appointments can be made by 
phone. 

4. Formal letters using stationery of the organization executing the 
survey should be used to identify and empowerthe interviewer. 
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GENERALITIES ON COLLECTING PRIMARY 
INFORMATION 

5. The letter should also inform of the survey's objectives and 
emphasize that all information will be handled confidentially. 

6. Interviewers must avoid influencing or suggesting replies. 

7. Where possible, interviews should not be long. 

8. Supervision of interviewers is optional and can be done by phone 
calls to contacts to confirm that they were indeed interviewed 
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Types of Contacts 

Intermedlaries and 
wholesalers 

--------- .---

Wholesale supply centres 
and marketpraces 

,----

r 

Purchase centres and 
self-service sto res 

Agro-industries 

Other industries 

Retail sto res 

i 
/ 

'~---- ----"--- ------ ------ -- -- -- -- --- -- - -- ----
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MATRIX TO DETERMINE RESEARCH TOOLS 

Research (A) (B) De~n~ for I Dam~J for 
(E) 

strategies prOdUcl$ o$$ocloted I products for 
with the I which a glven Demondfor 

Products wlth Products In I . I ragion has lradltlonol I conservation a comparativa 
hlgh sale$ grow1h scaree supply of natural NOsources 1 advantage products 

[---_.- ---1-
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DESIGNING TOOLS 

1. Some questionnaires or interview guides should be 
separated in sections corresponding to different survey 
strategies. Such tools would be used with intermediaries, 
heads of purchases of self-service stores, and agro
industries. 

2. In other cases, tools would focus on a single survey 
strategy, but may have various sections for various 
products. This would be the case of traditional products. 

3. Questionnaires and interview guides should include 
questions on marketing to provide information tor the 
later stage of commercial characterization. 

4. The tool should have a name or title identifying ii. 
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DESIGNING TOOLS 

5. The first part of a tool should collect intormation about the 
contact. This information serves tor data processing and 
control. 

6. The different sections of the tool should be clearly 
identified and separated. Sections may correspond to 
survey strategies or to various products. 

7. Al! questions should have a number that identifies them. 

8. Sufficient space should be left below the questions so 
that the interviewer can write the answers. 

9. Questions will usually be open; closed questions are 
occasionally useful. 
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DESIGNING TOOLS 

10. AII the tools, and certainly the most important ones, 
should have been previously tested with one or two 
contacts. 

The questionnaire should include precise instructions in 
bold type to avoid confusing the interviewer. Sometimes 
Ves or No questions will help the interviewer determine 
whether he or she should jump a question or set of 
questions. 
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EXAMPLE OF QUESTIONS 
Products showing a good growth rate 

ri Was the volume of sales of in your chain 
of self-service stores greater (+), equal to (=), or 
less than (-) tast year's volume? 

ri More or less in what percentage? _____ _ 

ri What products showed the highest increase in 
demand? Give the percentage in round figures. 

a. ________ % 

b. % 
c. % 
d. % 
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EXAMPLE OF QUESTIONS 

Products in scarce supply 

15 it now difficult to get any type of ? 

Yes-~ Go to Question No. XX 
No- .. Go to Question No. XX 

ri What product or products are in 
scarce supply? 

A. _______________ _ 
B. _______________ _ 
c .. __________________ __ 
D., ___________________ __ 

Why is this product (or these products) in 
scarce supply? (Keep the same order of 
the previous question.) 

A., ________________ _ 
B. _______________ __ 

c., _________________ __ 
D. ____________________ _ 

Opomar 2 -18 
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Section Structure 
( Agronomic 
( 

y 
Defining seleclion • Characterizing market 

Commercial 
criteria aptions 

y 
Economic 

Basie decision making 

... , 
Participatoly evaluation 01 

Survey 01 decision eriteria 
Rest discard of markel options ¡.. marke! aptions ... 

Designing producl cards 

"' Planning and oondueting 
meetings 

" Data processing and 

~ 
analysis 

. Second discard 01 mame! .... Use 01 linear programming model lo selecl 
optlons final market options 

Objectives 

General goal 

,( After studying this Section, the participan! will be able to carry out lhe characterizatíon 
and participatory evaluation of market options for a gíven microregion. 
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Specific objectives 

The participant should be able to: 

-/ Explain the objective ot, and conduct, the characterization of market options. 

-/ List the components of a model of financia I profitability and interpret the different 
parameters. 

-/ Give several reasons why market options need to be discarded . 

.¡" Explain the objectives of, and conduct, the participatory evaluation of market options. 

-/ With the help of the manual, prepare a timetable tor executing the participatory evaluation 
process. 

-/ Design the different formats or tools used for participatory evaluation, inciuding product 
cards . 

.¡" Explain the objective ofthe linear programming modal. 

Orienting Questions 

1. Vllhat social and economic differences should be highlighted belween sma" rural 
producers and large plantation owners? 

2. Vllhat causes a crop to be more attractive than anotherfor a sma" rural producer? 

3. Vllhat type of information should be gathered to determine whether a crop or an agro
industrial process is feasible and attractive for sma" rural producers? 

4. In what ways do the concepts or appraisals of a technician and a sma" rural producer 
differ? 

5. How do sma" rural producers deeide on what crops to plant? 

Introduction 

Section 11 presented a procedure for identifying marketing opportunities by conducting a 
rapid survey at the local, national, and intemationallevels. This new Section deals with the 
evaluation of these market alternatives, whether agricultural or livestock products, or agro
industrial products, lo seleel those that are most appropriate for sma" producers or for the 
rural economy. 

Assessing and Se/ecting M'arket Options 3 - 3 



Idel1tifying Itnd A_ing Marlcet Opporlunities for Srmlll Runll ProdUc ..... 

Above all, evaluation criteria related to the conditions of the client, in this case the small rural 
producer, must be well defined. Once these criteria have been defined, then market options 
can be charaeterized; in other words, Ihe information necessary for the evaluation can be 
collj:lcted and synthesized. This information is classified in three broad subject areas: 
agr?nomy, marketing, and economics, which are organized in matrixes to facilitate analysis. 

Part of the information required, especially commercial information, may have been collected 
in the previous stage (rapid market survey), but, most probably, this charaeterization phase 
implies the additional search for primary and secondary information, especially related to 
agrqnomic and economic aspects. 

I 

In sb~e cases, the ¡nformation generated, whether agronomic, commercial, or economic in 
nature, clearly shows that a market option is not feasible in the context of the targeted region 
andior the rural economy, and should therefore be discarded. However, the direct 
perspective of the client (i.e., the small rural producer) is ofvilal importance in the evaluation. 
A procedure, known as 'participatory evaluation', is therefore accordingly used. In this type of 
evaluation, different market options are presented to rural producers. The charaeteristics of 
each option are described on cards, which the producers organize in order of preference. 
This procedure is based on 'concept testing', commonly used in the field of marketing and 
produet development. This exercise can also result in the clear rejection of some of the 
market alternatives. 

I 

Finally, the most promising options, according to previous stages, are incorporated into a 
multipurpose linear programming mOdel, which seeks a balance between conflicting 
objectives, such as the generation of income for rural producers and proce6sors and the 
conservation of natural resources. The model indicates those market options that hold 
greater interest tor rural development projects, both in economic terms and natural resource 
management. 

, , 

Integrated production projeets can be organized around these market alternatives. These 
projects seek to develop social and economic potential through an integrated approach that 
involves aspects of production, post-harvest handling and processing, marketing, and 
business organization. Integrated projects are discussed in Seetion 4 of this manual. 

3.1 Characterizing Market Options 

3.1.1 Objectives 

~ To define criteria for evalualing market options according to the rural economy, and 

~ To gather and organize data on market options to make this evaluation possible. 
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3.1.2 Establishing evaluation eritena 

Taking into account the end elient's profile (in this case, the sma!! rural produeer) and the 
importanee of production sustainability, the following evaluation crileria are proposed: 

- Feasibility of production forthe smallholder 
- Attractiveness as a business 
- Contribution to production sustainability 

• Feasibility 01 produetion for the smallholder 

Sma!! producers can be dislinguished from large and intermediate produeers because, 
among o!her aspec!s, !hey have smaller risk capacity and less access to services and credit, 
lack sufficient working capital, and, aboye all, use family labour to a significant extenl. The 
options or crops proposed musl therefore be easy lo implement, the teehnological level 
should be low to intermediate, and initial investmen! and production eosts should be 
affordable by the producers. Because of rural producers' expertise, it is important to know 
their preferences, which can be determined during the partieipatory evaluation stage. 

The application of this criterion is obviously closely related to official policies on the rural 
sector, because the feasibility of a project will depend on the degree of support that can be 
expected. In this case, we assume Ihat the govemment will offer litlle support to the sector of 
small--scale rural production, a common situation during the 1990s. 

• Attractiveness as a business 

In Latin America, small producers can be classified into several types, depending on their 
degree of marke! orientation, for example, commercial producers who sell almost everything 
they produce; semi-commercial producers, who consume and sell what they produce; and, 
finally, subsistence produeers, who consume almos! everything they produee. However, all 
producers seU a pereentage of their produc!ion. Some subsis!ence producers are forced to 
complementtheir income by selling manuallabour, in otherwords, by working as 'Iabourers'. 

Before proposing new crop altematives, even though !hey complement traditional 
smallholder erops, their suitability should be studied from the industrial and commercial 
viewpoint. Aspects related to the production items under study, for example, existence of 
comparative advantages for the rural economy, levels of profitability on investment, growth 
rates of demand, level of priee stability, type of market requirements, and quantity and type of 
competitors, should be determined. 
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• Contribution to production sustainability 

Ai high percentage of small rural producers live in hillside areas and in humid tropical 
lowlands, both fragile ecosysteiTIs that are highly susceptible to degradation. Study;ng the 
prO<liuction sustainability of new marketing opportunities is therefore important. Not only 
sho\Jld the potential damage a given crop or agro-industry could cause to the natural 
resource base be determined but also the contributions of the new crop or agro-industry to 
environmental protection. 

Once the evaluation criteria have been defined, market options can then be characterized on 
thEl basis of the agronomic, commercial, and economic information collected. This 
information can be organized and synthesized in the form of matrixes, similar to those 
presented later in this Section. Once characterized, market optionswhether agricultural, 
livestock, forest, or agro-industrial productscan be assessed according to already defined 
criteria. 

3.1:3 Agronomic characterization 

Agronomic characterization is important because we can determine whether a given crop or 
rural agro-industry is viable in the targeted microregion or under smallholder conditions. For 
example, if a region is characterized by low-fertility soils, developing agricultural altematives 
requiring fertile soils would therefore be difficult. If a region presents limited precipitation and 
lacks infrastructure for irrigation, then production altematives must be adapted to this climatic 
situation. Socio-economic profiles will also preve useful. Table 3.1 presents an agronomic 
characterizalion matrix. 

Table3.1 Agronomic characterization matrix. 
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Completecycle: Cropping period from planting to when productivity falls below 
30% ofthe crop's maximum potential. 

Pre-production cycle: Cropping period from planting to when productivity reaches at 
least 30% of the crop's maxim um potential. 

Technical requirements: Indicate whether the crop is tolerant, or requires improved 
technology, considerable management, and a high level of inputs. 

Needforirrigation: Indicate whether the crop requires irrigation to reach production 
potential. 

$ources of information on crop agronomy include institutions involved in training and/or 
technical assistance; agricultural publications such as books, technical manuals, and 
technical journals; key informants, for example, producers; and professionals of the 
agricultural sector. Different regions or neighbouring countries may have to be visited lo 
galher information on experiences with targeted crops. 

A/so, secondary information available on planting density and productivily frequently refers 
to experiences of large commercial producers, who practice input-intensive agriculture. 
Accordingly, for production on sma" farms, information should be obtained from the 
producers themselves, or estimated as a percentage of commercial yields, even to as low as 
1 0% or less, depending on the yields of the rural economy. This way, no false expectations of 
profitability are generated. 

3.1.4 Commercial characterization 

As mentioned before, a great deal of commercial information may have been gathered in the 
previous stage (rapid market survey). Commercial information ineludes data on the product, 
markets, and requirements of retail stores or elients. Table 3.2 presents the marketing 
characterization matrix. 

Table3.2. Marketing characterization matrix. 
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Currentcommercializalion: Indicate whether the targeted region already produces the 
mentioned producto 

Degree of perishability: Classify the produet according to its shelf life in the storeroom or 
on the shelf, under normal environmental conditions. 

Type of client: Specify the type of client forming part of the distribution chain of the mentioned 
product. 

I Services to the client: 

Type of market: 

Growth of demand: 

Indicate whether the e/ient offers some type of service to the rural 
producer to promote production. 

Indicate whetherthe market is local, regional, national, orexport. 
•. ',$ . 

Classify growth according to an estimate of the annual growth rate of 
sales or of demand for the targeted product. Growth is high if the 
rate is aboye 6%; intermediate if it is between 4% and 6%, and 
lowifit is between 1% and3%. 

Quality requirements: Rank qua lit y according to the degree of client requirements, for 
example, if the product is for fresh consumption, then a higher 
quality is usually required than ifthe product is for processing. 

Packaging requirements: Indicate whether the client wants the product to be delivered in 
some type of presentation or packaging, for example, a plastic or 
cardboard box, or in bags. 

Delivery requirements: Indicate whetherthe clientwants the product to be delivered to his 
or her warehouse, to a wholesale supply centre, or within the 
production area itself. 

Commercial relationship: Indicate the type offormal or informal relationship that the client is 
wi/ling to establish with rural producers. Threé types of 
commercial relationships exist: (a) an informal 'agreement' 
whereby satisfactory product quality, price, and volume effect the 
negotiation; (b) a 'partnership', which is more formal, and implies 
greater eommitment between both parties; and (e) a 'contract', 
whieh is a formal relationship supported by a legal doeument. A 
commercial relationship can evolvefrom one type to another. 
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3.1.5 Economic characterization 

Economic characterization is important because il helps uncover financial parameters, for 
example, amounl of inveslmenl and profitabilily, which are closely relaled to evalualion 
eriteria in terms of 'suitabilily as business' and 'viability in the smallholder context'. 

This type of characterization requires more work because, to complete the economic matrix, 
the financial models must be developed first. The columns in the economic matrix therefore 
indicate financial parameters derived from financial models. Furthermore, tó develop a 
financial model, production technologies or systems, appropriate for the rural economy 
sector, must be studied and defined. These two topiesproduction technologies and financial 
models of profitabilitywill be discussed in the following two parts. Table 3.3 presents the 
econom ie characterization matrix. 

Table3.3 Economic characterization matrix ($ = national currency). 

Level of technology: Classify the alternative product according lo the 
technological complexily needed lo develop il. 

Price slabilily: Classify the option according lo ils price stability index, 
which is equal lo the slandard devialion of a deflated 
series of at leasl 18 monthly príces. 

Pre-production inveslment: Estímate the amount of money needed for Ihe crop's 
first harvest, or for its introduclion into themarket. 

Average no. ofworkdays peryear: Estimate the number of workdays required during the 
project's lite, and divide it by the numberofyears ofthe 
project. 
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Sales perworkday: Estimate the total value of sales during the project's life, 
divide it by the total amount ofwages. 

Cash f10w per workday: 

~RR without financing: 

FRR with financing: 

NPV without financing: 

NPV with financing: 

Estimate the total cash f10w (or net margin) during the 
project's life, divide it bythetotal numberofworkdays. 

Obtain the financial rate of return (FRR) for the market 
option, a parameter of profitability that is calculated by 
the financial model. The FRR is an absolute measure of 
profitability because il excludes expenditures from 
financing. 

In this case, include financing expenditures. 

Obtain the net present value (NPV) for the market 
option, another parameter of profitability that is 
calculated by the financial model. Do not inelude 
financing expenditures. 

In this case, include financing expenditures. 

3.1.6 Developing appropriate production and processing systems 

Tltle c/efinition of realistic production systems for targeted crops or raw materials for agro
industry is requisite for developing models of financial profitability. The selection of the 
appropriate technologicallevel depends on several factors, such as crop requirements (i.e., 
it~ hardiness), soil and climatic conditions of the targeted region, the socio-economic 
conditions ofthe small rural producers, and market requirements. 

Sources of information on this topic include key informants such as small and intermediate 
producers, professionals of the agricultural sector, institutions involved in agricultural 
training and technical assistance; and publications, such as manuals and technical joumals. 
W'here possible, however, technological packages should be based on primary information 
slJch as field observations and interviews with small producers. Sometimes you will need to 
• visit other regions where producers are experienced with the targeted crop. 

If only secondary information is available, rememberthat data on planting density, amount of 
inputs, and productivity will most often refer to trials conducted on experiment farms or by 
larga commercial producers, who practice input-intensive agriculture. These figures must 
therefore be adapted to the reality of the rural economy, meaning that the use of inputs and 
productivity will be lower. Moreover, sophisticated technological components should be 
avoided and emphasis placed on those inputs already being used in the targeted region. 
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Yields per unit area of crops can vary widely. A useful exercise tor determining an 
intermediate yield parameter is to write down the minimum and maximum yie!ds for each 
production item. For example, a technified crop may yield up to 30 times more than a crop 
under semi-subsistence conditions. However, the idea is to present lechnological packages 
that will produce yields of an intermediate leve! on Ihe production scale. 

The information obtained in this process also helps complete the agronom ic characterization 
matrix. Appendix 7.1 contains a special format Ihal can be used lo facilitate the collection and 
organization of informalion pertinenllo the production syslem. This format comprises five 
parts: 

Part 1 idenlifies the product and the technologicallevel, and estimates productivity; 
Part 2 documents the activities carried out before and during planting; 
Par! 3 specifies the number of applications or repetitions of each task during production; 
Par! 4 documents the rates of each different type of input applied per plant ortree; and 
Par! 5 provides a timetable of production activities. 

Until now, we have referred to primary production. However, if the market option is an agro
industrial product, then we must also determine an appropriate post-harvest or processing 
technology. This means we must define production capacity, cosl of infrastructure, 
equipment, machinery and supplies, inputs and labour requirements, conversion factors, 
and by-products obtained. By 'conversion factor' we mean the ratio or proportion relative to 
theamount of final products, or by-products, obtained from a given unit of raw material. For 
example, if we obtain 0.4 kg of dried cassava chips from each kilogramme of fresh cassava 
roots, then the conversion factorwould be 0.4. 

3.1.7 Developing financial models 

Once the production packages are defined, the models of financial profitabílity can be 
developed, using an electronic sheet, such as those of Lotus or Excel. The financial model 
aims to classify each market option as to its profilabílity, whether high, intermediate, average, 
low, null, or negative. The model does NOT aim to obtain a precise datum about !he level of 
profitability and other financial parameters of that option. The financial information 
generated by the model is transferred to the economic characterization matrix. 

• Theoretical information 

Many profitability parameters exist, but one of the commonest is the intemal rate of return 
(IRR), which has two versions: the economic rate of return (ERR) and the financial rate of 
retum (FRR). For the purposes of this manual, the second one is used beca use the FRR 
includes the entrepreneurial viewpoint, together with market prices and costs. The FRR is 
defined as the interest rate that discounts a series of annual cash flows in such a way Ihat the 
present value of the series is equal to the initial investment. Figure 111-1 i!lustrates this 
definition. 
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As shown in Figure 3.1, the investment project is assumed to cover 4 years, but the number of 
years can vary. In Year O, an investment is made and each year this investment generates a 
ca$h flow, which is represented by the net profits. However, the. value of money depends on 
the 'time'. variable; that is, $100 now will cost more than $100 within 2 yaars. Theretore, the 
series of cash flows should be discounted towards Year O to compare their value with the 
initial investment. As expressed in the previous definítion, the value of the initiél investment 
and the present value of the cash flow should be equal. 

Thé rate of discount or interest rate used to discount the series of cash flows is the same 
FRR. Forthe project to be economically appealing lo Ihe investor, the FRR should be greater 
than the opportunity cost of capital or money. The opportunity cost of capital is the interest 
rate thal the financial syslem recognizes for savings, for example, fixed time deposits (FTD). 
If the FRR is lower than the opportunity cost of capital, then the investor is best off leaving his 
or her money producing income in lhe financial system. 

The net present value (NPV) is another profitability parameter that is commonly used. The 
NPV is the value in Year O of the series of cash flows thal is discounted, using an interest rate 
equal to the opportunity cost of capital. 

F~r a project to be financially appealing to an investor, the NPV should be greater than the 
inltial investment. If it is smaller, then the investor is better off leaving the money in the 
financial system to produce income. 

Yearn. . Yean Year2 Year3 Year" 

1 --.'l 
Initial Cash flow Cash flow Cash IIow Cash flow 

investment 

I I 
1 1 

"" Presan! value ot 
cash flow 

Dlscount rate or Flnanclal rate 01 ratum 

Figure 3.1Graphic interpretation of the Financial rate of retum. 

Financial models may or may not include inflation. If they ·do not, then they are deflated 
models and, in this case, the FRR should be greater than the opportunity cost of capital minus 
theannual rate of inflation. 

Depreciation should not be considered when calculating the FRR because this item does not 
represent a cash disbursement. Vllhen estimating profitability, depreciation is only 
considered when calculating. lhe amount of taxes to pay; producer associations or co
operatives are usually exemptfrom taxes. 
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You should be familiar with the terms used in cosí accounting, for example, variable costs, 
fixed costs, gross margin, and net margino Variable costs are Ihose that vary directly with the 
volume produced,for example, raw material, packaging, or fue!. Fixed costs are those Ihat do 
not vary with the volume of production, but remain relatively stable, for example, 
administration expenses. Gross margin can be expressed as a percentage or as a sum of 
money that is equivalent to sales minus variable costs. Net margin or net profit is equal to 
sales minus both variable and fixed costs. 

However, the FRR and the NPV are the most suitable parameters of profitabilityfor medium
and long-Ierm projects (from 3 to 20 years). For short-term projects (from 1 lo 24 months), 
other parameters can be used, for example, the time needed to recover the initial investment 
(payback), or a cost-benefit analysis. More details can be found in a financial textbook. 

• Assumptions 

To simplify the development offinancial models, two unusual assumptions are made: that the 
planted area is 1 ha and that the crop is planted as a monocrop. 8mall producers are known 
to plant in lots smaller than 1 ha because of the lack of land and working capital. They also 
usually plant crops in association, as a strategy to reduce risk and increase the regularity of 
cashflow. 

These assumptions do not eliminate the validity of the models because, as we explained 
before, the exercise doesnot aim to obtain precise financial parameters, but to classify 
different market options according to 'Ievels of profitability'. 

• Components ofthefinancial model 

Appendix 7.2 presents a typical financial model for a given crop, as it would appear onthe 
computer screen. The model consists of five main parts, namely: prices, quantity matrix, 
costs and income matrix, analysis of profitability without financing, and analysis of 
profitabilitywith financing. 

The prices section includes information on amount and breakdown of the initial investment, 
the cost of the different inputs used, the cost of the daily wage, and sale prices of different 
product qualities offered to the market. The quantity matrix quantifies the elements of 
investment, inputs, workdays, and production volume. The costs and income matrix uses 
information from the two previous matrixes to develop a financial statement, similar to a 
profit-and-Ioss statement, to obtain the series of annual cash flows. 

The componen! 'profi!ability analysis without financing' contains the formulae used to 
calculate the different parameters and financial-statement ratios. The FRR and the NPV are 
estimated using the series of annual cash flows. Other financial parameters, which were 
already described in Table 111-3 on the economic characterization matrix, are also calculated. 
The component 'profitabilily analysis with financing' is similar, but the calculations offinancial 
costs corresponding lo credits for investment are included. 
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. The financial model just described can be used for agro-industrial products, but may be more 
complex because il will have lo model !he processing technology adequately. A separate 

. section may be needed for parameters such as conversion factors, capacity ulilization, and 
input requirements . 

.. ~ Preparing and using the financial model 
I 

Ás mentioned before, Ihe financial models are executed on electronic sheets and organized 
ih the previously explained components. The electronic sheets consist of cells, where 
figures, fonnulae, or functions are keyed in. The model should be completely linked so that 
sny change of a figure or fonnula will change the financial parameters estimaled by the 
modeL For example, if the sale price of a product increases, Ihen the FRR should increase 
~~omatically. 

The financial model serves many uses, but above all, it can be used to estimate levels of 
profilability and other financial parameters of interast It can also help carry out sensitivity 
analyses, which aim to determine which variables affect a given financial parameter the 
mos!. A third use is to estimate minimum sale prices and maximum purchase prices, Finally, 
financial models serve as support for decision making on credits and strategies to reduce 
rrOduction costs. 

3.1.a First discard of market options 

Based on the information generated by the characterization of market options and 
considering the three evaluation criteria originally proposed, some discarding should be 
done. This precess is facilitated by the use of the agronomic, commercial, and economic 
characterization matrixes discussed in Parts 3.1.3, 3.1.4, and 3.1.5, respectively. AII oplions 
lhal do not respond lo one of the evaluation criteria should be discarded, thus increasing the 
probabilily of proposing market oplions that are really attractive for small producers. To 
iIIustrate this issue, several cases follow in which discarding should be done, without 
forgetting that the context of governmental policies towards the rural sector is importan!: 

- Wlen the level of profilability is negative or null. 
- When Ihe technology or infrastructure is loo sophislicated, expensive, or not available in 
theregion. 
- Wlen the required soil and climatic condilions do not exist in Ihe region. 
-Wlen the initial investment is too high for most farmer associalions. 
- Wlen the market oplion is demonstraled lo have delrimenlal effects on the 
environment. 
- When the sale price shows high fluctuations throughout the year. 
- When the market exacts quality levels that are exaggeraled or loo slrict for small rural 
producers. 

Those markel options nol discarded can then continue lo Ihe nexl slage of participatory 
evaluation with small producers 
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3.2 Participatory Evaluation of Market Options 

Participatory evaluation is an innovative procedure developed by the Intemational Center for 
Tropical Agriculture (CIAT). II employs techniques for testing concepts, used in commercial 
product development, and participalory research, to obtain the end-user's (in this case Ihe 
small producer) perspective on market oplions. Participatory evaluation is also crucial in 
determining whether a market option fulfils the first evaluation criterion, !ha! is, viability under 
smallholding conditions. 

In general terms, the procedure consists in holding meetings in various subregions to present 
small rural producers with different market options. Each option is exhibited to the audience 
with the aid of 'product cards', which carry key information on each product, obtained through 
a survey of producers' decision criteria that had been previously conducted. The 
presentation is followad by a question-and-answer session. Each participating producer 
then receives a set of cards of the exhibited products, which he or she ranks in terms of 
preferences, first on an individual basis, then on a group basis according to type of producer, 
and explaining each time the reasons for the preferenees. 

3.2.1 Objeetives 

..( This component aims to: 

..( Determ ine the preferences of the small rural producer regarding market options, whether 
these be crops or agro-industries . 

..( Determine the decision eriteria ofthe small rural produeerwhen selecting new erops . 

..( Detect varialions in decision crileria according lo type of producer. 'Type' means the 
classification of smali producers according lo a given social or economic characteristic. 

3.2.2 Basie deeision making 

The planning of participatory evaluation begins by taking a series of basic decisions 
deseribed below. It is important to define a working team and assign responsibilities in 
advance, because this process is eminently multidisciplinary in nature and requires salid 
logistic support. An overall coordinator should also be designated. 

• Subdividing the region 

A pertinent variable should be sought to subdivide the region so that the proposed market 
options are compatible with the different subregions. For example, in híllside areas ar in 
micrawatersheds, the division may be made by temperature or altitudinal zones and the 
different market options accardingly presentad for each subdivision. 
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For example, in the region representative of hillsides in southern Colombia, four areas were 
established: low (1100-1300 m above sea level), medium to low (1300-1500 m.a.s.I.), 
medium to high (1500-1700 m.a.s.l.) and high (over 1700 m.a.s.I.). In the hillside areas of 
Central America, the degree of access to the market was chosen as the variable of division. 
In the Peruvian Amazon aroundPucallpa (Iowlands), division was according to location and 
economic activity of rural inhabitants, who were categorized into slash-and-burn farmers, 
slash-and-burn farmers planting perennial crops (African oil palm, peach palm, and camu
camu), riverside farmers, and roadside farmers. 

• Types of producers 

Categories or types of producers should be established because of the overall objective of 
linking rural producers with growth markets. These categories can be defined based on 
variables such as degree of market orientation, level of well-being, or type of economic 
activity, as in the case of Pucallpa. 

In the area representative of hillsides in southern Colombia, producers were classified 
according to market orientation. Three categories were established: commercial, semi
commercial, and subsistence. Producers can also be classified by level of well-being into 
high, intermediate, and low. In a study carried out in 1996 by CIAT, the strong correlation 
belween level of well-being and degree of market orientation was confirmed, which means 
that those producers most oriented towards marketing tend to have a higheflevel of well
being and vice versa. 

• Portfolio of market options per subregion. 

In general, market options are not viable in all areas within the targeted region, that is, each 
subregion requires its own portfolio of market options. Where possible, a list of at least 6 to 8 
products must be prepared for each subregion. For example, the same options cannot be 
offered to producers located at widely different altitudes (e.g., 1800 versus 1100 m above sea 
level). In the case of lowland areas, such as the Amazons, riverside farmers may differfrom 
roadside farmers in their requirements for market options. However, several crops or market 
alternatives may be common to several subregions. 

3.2.3 Survey of decision eriteria used by smalJ produeers 

As already mentioned, the product card is a fundamental tool in participatory evaluation. Its 
adequate design requires a previous rapid survey among a representative sample of rural 
producers tha! includes producers from all predetermined categories. The survey aims to 
identify the decision criteria used by small rural producers when selecting a crop or agro
industrial product. 
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This survey can be carried outthrough semi-structured interviews, using interview 
guidelines. Interviews can focus on both traditional and new crops, or on agro-industrial 
products. The key question is 'When you plant, what do you take into account when you 
choose between a tradilional or new crop?' 

The resulls of a survey conducted in hillside areas of soulhern Colombia indica!ed Iha!, tor 
Ihe producer, the mos! importan! crileria when selecting a crop for planting are: 

-The producer knows the crop and has experience cultivating it, 
- The crop is adapted lo lhe region and is hardy, 
- The crop has a short or inlermediate growth cycle, 
- Product prices are stable, and 
- The product has a marke!. 

3.2.4 Designing product cards 

Vllhen the basic decisions have been laken and the survey results on decision crileria are 
available, lhe product cards can lhen be designed. The product card used in Colombia was 
carefully designed to achieve a balance between easiness of comprehension and 
informative canten!. A simplified scheme oflhe product card is presented in Figure 3.2. 

EJ Producfs 

I 
Cultivated area 

I name 

Photo Symbols Key 
information 

for the 
producer 

Figure 3.2Simplified scheme of a product card used to provide small producers 
with information on a potential market option. 
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'This eard consists of two main sections. The first section is of identifícation, where a photo or 
. illustration and the name of the product appear. The second section is informative and 
. contains data related to degree of adaptation, production cycle, annual yield, investment 
expenses (including number of wOrkdays), and a simplified profitability parameter (FRR). To 

\ • fac!litate eomprehension, a drawing or symbol accompanies each type of information. water 
requiremenls and planting density are also described. To facilitate the handling of data and 
comparison, planting area wasalways 1600 m2 in monoculture. A Iypícal cultivated area, in 
Ihe conlext of small producers in the region, should be selected. An example of a product 

! card used in Colombia is presented in Figure 3.3. This card is similar to the concept cards 
used in consumer Iríais when developing new products. 

3.2.5 Howtorankpreferences 

I The procedure developed by CIAT consists of organizing product cards in order of 
. preference. First, the producer is asked lo separate the cards inlo Ihree groupsgood, bad, 

and intermediateaccording to Iheir preferences. The producers are Ihen asked lo order the 
product cards within each group. 'M1en they finish, they are asked why they placed certain 
cards in Ihe first (m os! preferred) and last (Ieast preferred) positions. Finally, to determine the 
ideotype or eoncept of 'ideal product', the producer is asked what eondition is missing in the 
altemative he or she has chosen to improve it even more. 

Appendix 7.3 presents the formal used in this exercise. The interviewer is responsible for 
filling out the formato The category or type of producer should be properly identified. This 
procedure should be implemented with individual producers and by type of producer. 
Materials required are a set of product cards per producer, and answer sheets and pencils for 
interviewers. 

3.2.6 Planning and organizing an evaluation meeting 

This Par! describes how to plan an evaluation meeting (Table 3.4) and offers a cheeklist 
(Table 3.5) of the necessary resources. A meeting can be planned for each subregion of the 
targeted region. Eaeh meeting should be earried out with a maximum of 25 producers, 
represenling all categoríes proposed. To guarantee an attendance ofthis size, aíleast 20% 
more (30) producers should be invited. 

From 3 !o 5 professionals, capable of performing one or more of the following tasks, are 
neededto: 

-Act as facilitator of the even! 
- Presen! market options 
- Answer technical questions about market options 
-Interview and fill out preference formal (at least 3 people) 

If the producers were offered transportation, drivers and vehicles should also be available. 
Remember, members of the working team must be Irained so that Ihey can effieiently 
assume Iheir responsibilities within the participatory evaluation process. 
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Table 3.5Checkllst for holding an evaluation meeting 

electric 

meal, or 

necessary, black cloth to darken the 

3.2.7 SCheduling evaluation meetings 

Planning evaluation meeting s involves the adequate scheduling of activities. Meeting sites 
should have the minimum services and equipment necessary, and should be easy to access 
for both organizers and producers. Because each meeting will require a great deal of 
coordination and solid logistic support, no more than one meeting per week should be 
programmed. As said before, one meeting should be programmed per subregion, and 
representatives of all categories of rural producers should participate. The producers should 
be invited 2 weeks in advance, and a reminder sent 1 or 2 days before the programmed date. 
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Table 3.6 presents an example of a meeting programming matrix used in the Colombian case 
study. 

Table 3.6 Matñx to schedule meetings used in the Colombian case study. Subregions were categoñzed 
according to altitudes. 

Semi-commercial 

Subsistence 

Date: Date: Date: Date: 

Place: Place: Place: Place: 

3.2.8 Inviting the producers 

A well-placed invitation to rural producers is key to the participatory evaluation process. 
First, it guarantees that the sample of producers and farming communities is representative, 
and, second, it increases the likelihood of a good attendance. 

Before inviting the producers, a representative sample of farming communities should be 
selected within each subregion. Selection criteria should be determined according to one or 
more related variables, tor example, accessibility by rcad or infrastructure otbasic services. 

Producers representing each of several predetermined categories are then identitied, using 
either data from previous surveys or key informants, in each selected farming community. 
The sample should inelude women. Invite the same number of people per type of producer; 
tor example, if each meeting is going to be carried out with 21 producers, then invite an equal 
number of producers per type or category. Invite at least 20% more than the expected 
number of producers to ensure that enough people will attend the meeting. That way, you 
can cover for those producers who cannot attend for different reasons. That is, instead of 
inviting 21 producers, invite 25. 

To encourage producer participation, design invitation cards on poster paper, which can also 
be used as vouchers tor refreshments or a light meaL Cards should be made out to each 
producer, specifying the meeting site, the date and hour of the meeting, and mentioning the 
meeting's motive. 
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Producers should then be formally invited during a visit made 1 or 2 weeks before the 
,meeting in which the meeting's motive is explained, the type of producer determined or 
corroborated, and the invitation card is formally hended over. An example of an invitation 
cardis presented in Figure 3.5. 

Name: _________ _ 

Meeting to Evaluate 
Market Options 

CIPASLA 
Meeting zone ___ _ 
Date: _________ _ • Voucher for lunch Time: _____________ ___ 

• Movie Place: _________________ ___ 

Figure 3.5 Example of invitation cards sent to small producers to attend participatory 
evaluation meetings. 

3.2.9 Processing and analysing data 

After all scheduled meetings are held, preference-ranking formats will be available at both 
the individual level and by type of producer (Appendix 7.3). These formats contain 
information that should be processed and analysed, using a computerized statistical 
package. 

Information should be presented by subregion, in different tables that show frequency and 
percentage of occurrence. These parameters refer to the number of times a market option 
was classified in the 'good' group or in first place, or in the 'bad' group. Frequencies and 
percentages are presented for the entire sample for each subregion and also by type of 
producer. Tilles of suggested tables are listed below: 

For individual ranking by subregion, the following tilles can be used: 

- Num ber of times the option appears in the 'good' group (overall and by type of producer). 
- Number oftimes the option appears in first place (overall and by type of producer). 
- Reasons for choosing the first two options (overall and by type of producer). 
- Reasons for choosing the mos! preferred option (overall). 
- Number of times the option appears in the 'bad' group (overall). 
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- Number of times the option appears in the last two places, that is, is le,a~t preferred 
(overall). 
- Reasons for rejecting the last two options (overall) . 
• VlJhat the preferred option lacks to be an ideotype or ideal type (ovérall) .. 

For group ranking by subregion and producer type, these titles can be us~: . 

- Most preferred options. 
- Reasons for preference. 
- Least preferred options. 
- Reasons for rejection. 

Table 3.7 shows an example of the first table or presentation format. By organlztng 
, information in a series of tables, the initial objectives of participatory evaluation are met, that 
. is, to determine the preferences and decision criteria of rural producers by subregion and by 
type of producer. 

Table3.7 

High 
altitud e 

An example oftables used to present information. 

Blackberry 17 100 6 100 6 

Naranjilla 15 88 6 100 5 

Nalive 11 65 5 80 2 
strawberry 

Cauliflower 6 35 3 50 2 

Uchuva 6 35 2 33 3 

Anthurium 5 29 O O 1 

3.2.10 Final report 

100 5 100 

83 4 80 

33 4 80 

33 1 20 

50 1 20 

33 60 

The final report is a document that aims to make explicit the results of the participatory 
evaluation in terms of the original objectives. lt must also provide background information 
and indicate work methodology. Results can be presented in two ways: 

- As a text document, making reference to different tables included as an appendix. 

- As a combined text and table document that íncludes a seetíon on eonclusions and 
recommendations. In addition, the different instruments and formats can be included as 
appendices. 
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To i/lustrate, the table of contents ofthe final report prepared for the participatory .evaluation 
conducted in a pilot area ofthe hitlside region of Colombia is given: 

1. Prologue 
11. Acknowledgements 
111. Executive Summary 
1 . Background 
2. Objectives 
3. Methodology 
4. Results 
4.1 Preferred options 
4.2 Reasons for preferring them 
4.3 Options rejected 
4.4 Reasons for rejecting them 
4.5 Ideotypes 
4.6 Conclusions and recommendations 
Appendix 1. Tables numbers 1-41 
Appendix 2. Cards of the most preferred products 
Appendix 3. Questionnaire used 
Appendix 4. Guidelines for evaluation meetings 

.2.11 Second discard of market options 

The final report prepared on the evaluation exercise will cJearly indicate which market options 
were preferred, and which were rejected, by the rural producers. Those options rejected by 
most producers should be discarded because the producers are saying that these market 
op!ions are not !he mos! viable or altractive from !heir point of view orfor their socio-econom ic 
context. 

Market altematives occupying intermediate places should not be discarded. Jf a prQduct 
neveroccupied a first place, bu! was not rejected categorically by the producers, it should not 
be discarded. Based on these results, a refined product portfolio that has been accepted by 
the rural producers is prepared for use in the next stage, involving a linear programming 
model. 

3.3 Using a Linear Programming Model to Select Market Options: An 
Overview 

The use of a linear programming model is illustrated by the case study carried out in !he 
hillside areas of Colombia, and is summarized as follows: 
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An ex ante evaluation of the most attractive production alternatives was carried out with small 
producers of the Cabuyal River watershed, in southern Colombia, using a multipurpose 
linear programming model. This model was used to compare different production 
alternatives within a farm and to seek a balance between conflieting objectives, such as the 
producers' objectives (generation Of ¡ncome and reduction in risk) and the researchers' 
objectives (e.g., reduced erosion). As prerequisite, traditional or existing produetion 
systems, and systems incorporating new production alternatives, should be characterized 
from biological and economic viewpoints. The model was then fed with data related to, for 
example, soil erosion, crop yields, production costs, and income. Results indicated that, in 
the 'high-altitude subregion', fruit production systems blackberry, naranjilla (also JuJo), and 
uchuvacan complement existing production systems. Once pastures are improved, milk 
produetion can be another alternative. In the 'mid-altitude subregion', the existing coffee and 
plantain produetion system should be maintained because it is a good alternative in terms of 
income generation and sustainability. Cassava and pastures were considered the best 
options for the 'Iow-altitude subregion'. F or more information, see Girón and Estrada (1998). 

Market options selected after completing the process described in this Seetion of the manual 
are those alternatives that successfully passed agronomic, commercial, and economic 
characterization; participatory evaluation; and the application of a multipurpose linear 
programming model. Subsequent integrated research and development production projeets 
will focus on these options. These integrated production projects are discussed in Saetion 4. 
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Exercise 3.1 

Objective 

ldentifying and Ass_ing MarkatOppottunitiea for Sma/I Rural ProduCINS 

Agronomic Characterization of a Crop 

.;' The participant will fill out an agronomic characterization matrix fora crop considered 
important in the region. 

Instructor's guidelines 

1. Separate the participants into groups of four. 

2. The groups will use the agronomic characterization matrix appearing in the Worksheet 
for Exercise 3. 1. 

3. You can find information relevant to this exercise in Part 3.1.3. 

4. lNhere possible, each group should characterize a crop common to the area, but 
different to that of the other groups. 

5. Each group will present the characterization of its respective area during a plenary 
session. 

Resources needed 

• Worksheet for Exercise 3. 1 
• Part 3. 1.3 of the manual 
• Flip chart, or overhead projector and transparencies 
• Paper and pencils 
• Magic markers, or markers for transparencies 

Time required: 60 to 90 minutes, depending on the numberof groups 
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Exercise 3.1 Agronomic Characterization of a Crop • Worksheet . 

Instructions tor the participants 

1. Join a group of four people and nominate a coordinator. 

2. Choose a crop that is important in the area and on which one (or more members) 
of your group has good agronomic knowledge. 

3. Use the agronomic characterization format appearing in the worksheet below. 

4. You can find information relevant to this exercise in Part 3.1.3. If sorne data are 
unknown, the team should make an intelligent assumption. Once you have finished, 
copy the format on an adequately sized sheet ot paper tor the final presentation. 

5. The group's coordinator will present the characterization during the plenary 
session. 
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Exercise 3.1Agronomic Characterization of a Crop .. Feedback 

Each group will present different information depending on the crop selecled. Below you 
will find an example developed in the Colombian case study. 

Fig tree 8 24 months 

Fig tree No 1000-2300 

Low Moderately 
fertile soils 

Caterpillars, thrips, rust, 
Sclero/inia 

700 

400 4 
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Exercise 3.2 Designing a Product Card 

Obj'!ctive 

The participan! will develop a product card for a given crop or agro-industrial product. 

Instructor's guidelines 

. 1. Separate the participants into groups of four. 

2. The groups will use the produc! card forma! tha! appears in the Worksheet tor 
Exercise 3.2. 

3. You can find information pertinent to this exercise in Part 3.2.4 and in Figures 3.3 
and 3.4. 

4. Each group should prepare a product card for a different crop or agro-industrial 
product common to !he area. 

l. \ 5. Each group will presen! its work in a plenary session. 

Resources needed 

• Worksheet for Exercise 2.2 
• Part 3.2.4 and Figures 3.3 and 3.4 of the manual 
• Flip chart, or overhead projector and transparencies 
• Paper and pencils 
• Magic markers, or markers for transparencies 

TIme required: 60 minutes 
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ldentifying and Msessing Mriel Opportun/ties for Sma/I Rural Producers 

Designing a Product Card -Worksheet 

lnstructions for theparticipants 

1. Join a group of tour and nominate a coordinator. 

2. Choose a crop tha! is importan! in the area and on which one (or more members) of 
your group has good knowledge. 

3. Use !he product card formal appearing in the Worksheet for Exercise 3.2. 

4. You can find information pertinent to this exercise in Part 3.2.4 and in Figure 3.3. 

5. If some data are unknown, Ihe team should make an intelligent assumption. 

6. When you have finished, copy the format onlo an adequately sized pieca of paper (or 
transparency) forthe presentation. 

7. The group's coordinatorwill present the product card during the plenary session. 
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Exercise 3.2 Designing a Product Card -Feedback 

Each group will presen! differen! product cards, depending pn Ihe crop selected. An example 
¡1eveloped forthe Colombian case is given. 
! 

Mid-altitude 
zone 

Flgtree 
. Fruit trae 
46 trees 

2 harvests 

D 
D 
D 
D 
D 
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11500 m' - Monocrop 

Adaptalion Regular 
Tolerates drought, 
pests, and lack of 
lertilizalion 

Water: 700 mm 

Cycle 
TIme beIween plaflting 2 years 
and flrst harves! 

", .. Id 
Amoun! of product 640kg 
produced per year 

Expenses up lo Expenses: Col 
tirst harvest $770,000 
How much was spent in No. of workdays: 28 inputo and wages 

Profit (Col$) 
CoI$35 

The amo.nt 01 money 
free pe!" $100 spent 



Id8lltKying and A .. essing Market Opportunlties for'Small Rutal Producars 

Exercise 3.3 Preparing a Timetable tor a ParticipatoryEváluation ' 
Meeting 

Objective 

The participant will prepare a timetable for a meeting to conduct Ihe participatory 
evaluation of market options. 

Instructor's guidelines 

1. Separate the participants into groups of four. 

2, The groups will use the formal appearing in the Worksheet for Exercise3.3. 

3. They should first prepare a draft timetable before copying it onto the worksheet 
format. 

4. You can find information pertinent to this exercise in Part 3.2 of the manual. 

5. The coordínator of each group will present the group's work in a plenary session. 

Resources needed 

• Worksheet for Exercise 3.3 
• Part 3.2 of the manual 
• Flip chart, or overhead projector and transparencies 
• Paper and pencils 
• Magic markers, or markers for transparencies 

Time required: 60 to 90 minutes, depending on the number of groups 
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Exercise 3.3 Preparing a Timetable for a Participatory Evaluation 
Meeting. Worksheet 

Instructions tor the participants 

1. Join a group of four and nom inate a coordinator. 

2. Use the timetable format appearing in the Worksheet for Exercise 3. 3. 

3. The number of activities appearing in !he forma! is merely a suggestion. You can use 
more or less. Youwi/l find information pertinen! to this exercise in Part 3.2. 

4. Under the 'Date' column, begin with Week 1 and continue to work in terms of weeks. 
Some acti.vities may take more than one week. Remember that several activities can be 
carried out simultaneously and that the order is important because sorne activities are 
prerequisítes forothers. 

5. Vllhen you have finished, copy the timetable to a large sheet of papero 

6. The group's coordinatorwi/l present the timetable during the plenary session. 
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Exercise 3.3 Preparing a Timetable for a Participatory Evaluation Meeting 
~Worksheet 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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Exercise 3.3 Preparing a Timetable for. a ParticipatQry Evaluation 
Meeting - Worksheet - Feedback 

Timetables can vary, but it is important to list major activities in the corree! order. Activities 
15-17 (shaded) are !he same tor each meeting. The others are general activities. 

1 Ensure funding of participatory Coordinator Week 1 
evaluation process 

2 Establish work teams Coordinator Week2 

3 Subdivide targeted region Team Week 2 

4 Select market options per subregion Team Week2 

5 Collect informatíon on options Team Week 3 

6 Define producer categories Team Week4 

7 Select sample of farming communities Team Week4 

8 Conduct survey on decision criteria Team member Week 5 

9 Prepare survey report Team member Wee.k6 

10 Design and prepare product cards Team Week8 

11 Define meeting sites Team Week8 

12 Plan meetings Team Week8 

13 Prepare invitation cards Team member Week 9 

14 Troin relevant personnel Team Week9 

18 Process and analyse data Team Week 17 

19 Prepare final report with conclusions Team Week 19 

20 

21 

22 

23 

24 

25 
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Practice 3.1 
Immtifylng and Assessing Market OpportUnities for SmalI Rural ProduC8ts 

Survey of Oecision Criteria for Crop Selection 

Objective 

The participant will identify decision critena of small producers when se/ecting a crop for 
planting. 

Instructor's guidelines 

1. Separate the participants into groups of four. 
2. The two worksheets for Practice 3.1 provide interview guide/ines and a reporting 
format. 
3. You can find information related to tMis practice in Parts 3.2.2 and 3.2.3. 
4. This practice requires 2 days, divided into three sessions, as follows: 

Planning session (2-4 hours) 

If not done already, se/ect fourfarming communities that are representative of the region and 
also define producer types. Then follow through with the interview guidelines or 
questionnaire, which is the research tool to be used with rural producers. 

Fieldwork session (3-5 hours) 

Each team shou/d interview a samp/e of eight producers in a single farming community. The 
sample should include all types of producers. (If necessary, a farming community can be 
served by more Ihan one team.) 

Reporting and presentation session (2 hours) 

Each leam prepares a report, which its coordinatorwill present during the plenary session. 

Resources needed 

• Transportation to and from the rural area 
• Refreshments 
• Worksheels nos. 1 and 2 for Practice 3.1 
• Parts 3.2.2 and 3.2.3 ofthe manual 
• Flip chart, or overhead projector and transparencies 
• Paper and pencils 
• Magic markers, or markers for transparencies 

Time required: 2 days 
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Practice 3.1 Survey of Decision Criteria for Crop Selection 

Instructions for the participants 

.,.~ 

Joinra leam offour participants and nominate a coordinator. 
Wor!<sheets nos. 1 and 2 include interview guidelines and a format tor reporting. 
You j::an find intormation pertinentto this practice in Parts 3.2.2 and 3.2.3. 
Thislpi'actice takes 2 days, divided into three sessions, as tollows: 

Planning session 

If no! done already, choose tour tarming communities that are representative ot the region 
and define producer types. Then, follow through with the interview guidelines or 
que$tionnaire, which is the research tool to be used with rural producers. Remember the 
objective of the survey of decision criteria. Ouring the interview try to corroborate the type of 
producer being interviewed. Rememberto use simple language. 

Fielr1Work session 

Asample ofeightproducers is interviewed in a single farm ing community. The sample should 
include all types of producers. One team member can conduct Ihe interview, while another 
completes the formal. (If necessary, a farming community can be served by more than one 
te~m.) 

Repbrling and presentation session 

Each team prepares a report and its coordinatorwill present it in a plenary session. 
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." " 

Practice 3.1 Survey of Decision Criteria for Crop Selection -
Worksheet no. 1 

InterviewGuidelines for the Survey on 'Producers' Decision Criteria for Selecting 
Crops tor Planting' 

1. Greet the producer and explain the objective of your visit, for example: 

'Good moming (or Good aftemoon), we are from Such-and-Such Organization and we 
would like to know whether we could talk to you about a subject that really interests 
everybody. ' 

2. Ask a question to corroborate the type of producer, such as: 

'Do you sell most of what you produce or do you use it yourseff?' 

Note: This question is pertinent only if il were decided that rural producers should be 
classified according to their degree of market orientation (commercial, semi
comercial, subsistence). 

3. Write down the producer's name, the type of producer he or she is, thefarming community, 
and the name of the survey group. 

4. Ask about selection criteria used to choosetraditional crops, for example: 

'What aspects do you think about when choosing a traditional crop for planting?' 

5. Writedowntheanswers. 

6. Ask about selection criteria when choosing new crops, for example: 

'What aspects do you think about when choosing a new crop for planting?' 

7. Write down the answers. 

8. Thank the producer for his or her collaboration. 
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Practice 3.1 Survey of Decision Criteria for· Crop Selection • 
Worksheetno.2 

I 

Report Format for the Survey on "Producers' Decision Criteria for Selecting Crops for 
Planting" 

3 • 40 Assessing and Selecting Marlcet Options 



IdWlt/fying and Ass ... lng MlII1cet Opportunitles for S".~!Ruq.1 prodUCIJI'S 

Practice 3.1 Survey of Decision Criteria for Crop Selection -
Feedback 

This is an example of a final report: 

Survey on "Producers' decision criteria for selecting crapa for planting" 

1 Knowledge/expertise 8 36 

2 Does not require inputs/eosy to plont 5 23 

3 Short or intermediate growth cycle 4 18 

4 Stable price 3 14 

5 Has a market 2 9 

1 Daes nol require inputsleasy lo planl 8 32 

2 Good price 6 24 

3 Has a markel 5 20 

4 Short or inlermediate growth cyele 4 16 

5 Slable priee 2 1 

Subsistence producers were more interested in hardy, short-cyele crops. 
, 
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Originals for Transparencies 

Assessing and Selectlng Marlcet Options 3· 43 



SECTION STRUCTURE 
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~ 
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Use of linear programming model lo setect 
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SECTION OBJECTIVE 

..¡' After studying this Section, the participant 
will be able to carry out the 
characterization and participatory 
evaluation of market options for a given· 

• • mlcroreglon. 
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SPECIFIC OBJECTIVES 

The participant should be able to: 

~ Explain the objective of, and conduct, the characterization 
of market options. 

~ List the components of a model of financial profitability and 
interpret the different parameters. 

~ Give several reasons why market options need to be 
discarded. 

~ Explain the objectives of, and conduct, the participatory 
evaluation of market options. 

~ With the help of the manual, prepare a timetable for 
executing the participatory evaluation process. 

~ Design the different formats or tools used for participatory 
evaluation, including product cards. . 

~ Explain the objectíve of the linear programming model. 
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EVALUATION CRITERIA 

Taking into account the end client's 
profile (in this case, the small rural 
producer) and the importance of 
production sustainability, the following 
groups of evaluation criteria are 
proposed: 

• Feasibility of production for the 
smallholder 

• Business attractiveness 

• Contribution to production sustainability 
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GRAPHIC INTERPRETATION OF THE FINANCIAL 
RATE OF RETURN (FRR) 

YearO Year1 Year 2 Year3 Year4 

Cash f10w Cashflow Cashflow Cash f10w 

.. t t t t 

Dlscount rate or Flnancial rate of return 
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FINANCIAL MODELS 

• For a project to be economically appealing to 
the investor, the FRR should be greater than 
the opportunity cost of capital or money. 

• The opportunity cost of capital is the ¡nterest 
that the financial system recognizes for . 
savmgs. 

• If the FRR is lower than the opportunity cost of 
capital,then the investor is best off leaving his 
or her money producing income in the financial 
system . 

• The net present value (NPV) is another 
profitability parameter that is commonly used. 
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FINANCIAL MODELS 

• The NPV is the value in year zero (O) of the 
series of cash flows, if the discount rate is 
equal to the opportunity cost of capital. 

• For the project to be financially appealing to 
and investor, the NPV should be greater than 
the initial investment. 

• If it is smaller, then the investor is better off 
leaving the money in the financial system to 
produce income. 
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COMPONENTS OF THE 
FINANCIAL MODEL 

~. 

~ 
~ 

~ 

Prices 

Quantity matrix 

Costs and income mafrix 

Analysis of profitability 
wifhouf financing 

Analysis of profitability 
wifh financing 
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DISCARDING MARKET OPTIONS 

• Use the three characterization matrixes. 

• Discard an option if it does not respond to one or 
more evaluation criteria. 

• Examples of cases where discarding is 
appropriate are: 

• When the level of profitability is nil or negative, 

• When the technology or infrastructure is too 
sophisticated or expensive 

• When the required soil and climatic conditions 
do not exist in the regíon. 

Opomer 3 -11 



DISCARDING MARKET OPTIONS 

• When the initial investment is too high for most 
producer associations. 

• When the market option is demonstrated to 
have detrimental effects on the environment. 

• When the sales price shows high fluctuations 
throughout the year 

• When the market exacts too-high levels of 
quality 
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OBJECTIVES OR 
PARTICIPATORY EVALUATION 

• To determine the preferences of the 
small rural producer regarding market 
options, whether these be crops or 
agro-industries . 

• To determine the decision criteria of the 
small rural producer when selecting 
new crops. 

• To detect variations in decision criteria 
according to type of producer. 
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PARTICIPATORY EVALUATION 
OF MARKET OPTIONS 

Basic decision making 

• Sub-dividing the region 
• Types of producers 
• Portfolio of market options per 

sub-region 

Survey of decision criteria 

• Reasons for selecting traditional 
and new crops 

Designing product cards 

Planning and organizing meetings 

Data processing and analysis 
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DESIGNING PRODUCT CAROS 

Key information 
Photo Symbols for the producer 

• Achieve a balance befween ease 
of comprehension and informative 
content 

• A product card has fwo sections: 
• Identification of product 
• Key information 
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Informafion should include: 

• Degree of adaptation 

• Water requirements 

• Planting density 

• Production cycle 

• Annual yield 

• Investment expenses (including 
number of workdays) 

• Simplified profitability parameters 
(financial rate of return) 

• Drawing or symbol 

• To facilitafe comparisons, planfing 
area was always 1600 m2¡n 
monoculfure. 
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CHECKLIST FOR HOLDING AN 
EVALUATION MEETING 

1.1 
1.2 A facilitator for the meeting 
1.3 A presenter of market options 
1.4 One or two consultants of market options 
1.5 Three interviewers 
1.6 One or two drivers with vehicle 

sets of product cards for intE~rvilewers 
Sets of photocopies of product cards to hand out to producers 

3.3 Answer formats 
3.4 Pencils 
3.5 Badges for producers 
3.6 Samples of product 

uf"aque, QVE~rh,~ad or 
4.2 Flip chart and magic markers (optional) 
4.3 Adhesive tape 
4.4 Gasoline-powered electric generator, if no electricity in area 
4.5 Light meal, snacks, or refreshments 
4.6 Black cloth tor room if 
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SEQUENCE TO FOLLOW FOR 
EVALUATION MEETINGS 

• Give rural producers a distinctive badge, if they have been 
separated by type. 

• Make a general introduction, covering background 
information and assumptions. 

• Present each market option, using and explaining product 
cards. 

• Section for questions and answers on each product. 

• Explain how product cards should be ranked. 

• Have each participant organize the options, first individually, 
then together with other producers of his or her type. 

• Thank the participants for their collaboration and invite them 
to a light meal or snack. 

• Those producers who were promised transportation are 
taken back 
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Section Structure 

Project definitlon ~ 
Key aspects of sn 

¡--* integrated produc:tion 
project 

Microregional policy on -- Slages of an Integrated 

~ integrated production production project 
projects 

Objectives 

General goal 

Particlpafory design of an 
integrated procluc:tion -

project 

Sustainability issues ~ 

After studying this Section, the participant should be able to guide design of a rural integraled 
produclion project (IPP). ':;5: 

{' 
~':'!-
"f, 

Specific objectives 

,¿ The participan! will be able lo: 

,¿ Explain Ihe main characterislics of a project. 

,¿ Describe Ihe differenl aspects considered byan IPP and their implications. 

,¿ Explain why the definition of priorily activities wilhin a rurallPP should be participatory. 

,¿ List several areas in which the concept of suslainability is importan!. 

,¿ Define the lerm 'pilot stage' and explain ils usefulness. 

,¿ Listthe main poinls of a microregional policy on productionprojects. 
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. Orienting Questions 

1. We assume tha! you have alréady identífied a crop or agro-industrial product tha! 
represents a market opportunily for the region where you live or work. Now you want to 
promote it. W'lat would be yourfirst step towards this objective? 

2. Reconstruct the path traveled by a pineapple, from planting to the moment you spread 
pineapple marmalade on a slice of bread. 

3. On what tactors does the permanence or sustainability of an agro-enterprise depend? 

Introduction 

As indicated in the previous Sections, one or more market opportunities have already been 
identified for a targeted region. This Section will show you how to work with rural producer 
organizations and what activities should be carried out to take advantage of these 
opportunities. The approach presented is that of 'Integrated Production Projects' (IPPs), a 
concept that was developed at CIAT in the 1970s and was initially applied to rural 
development projects oriented towards cassava processing, but which can be applied to any 
crop or agro-industrial producto 

An Integrated Production Project (IPP) can be used to strengthen a business or rural agro
industry that already exists or to establish a new business or rural agro-industry. An IPP may 
be subdivided into subprojects, some of which are of a research nature and others of which 
emphasize agro-entrepreneurial development. 

4.1 Defining 'Project' 

First, we would like to explain what a project format ¡s. A project is a series of adivities that are 
planned and carried out to achieve one or more objectives, within a certain period oftime and 
with some predetermined resources. The fulfilment of the objective is the raison d'etre of the 
project. A strategy, procedure, or methodology to ensure that the objective or objectives be 
reached must be defined. The strategy can be divided into project subcompanents, callad 
'outputs', 'results', or 'modules'. Each subcomponent ofthe strategy is implemented through 
a series of activities. For each activity, the people responsible must be assigned and a time 
framework set up. 

Nowadays, a key aspect of projects is the measurement of impact. In view of lim ited financial 
resources, donors are increasingly demanding and wanting to know whether the project is 
aChíevíng íts objectives or not. A project has a positive impact íf it can show that i! has 
achieved its original objective. When designing Ihe project, measu~able indicators or 
parameters related to the project's objective should be propased. AA indicator can be used 
to verífy whether the project has achieved its objective or not. 
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Intermediate indicators, that is, parameters that indicate that the project is on the way to 
achieving thefinal objective, can also be proposed. 

An activity timetable is usually prepared; this timetable is used as a planning and control tool 
that defines the sequence and duration of activities and responsibilities. Table 4.1 presents a 
simple timetable as an example. The exercises found in Sections 1 and 3 ofthis manual also 
refer lo an activity timetable. The sequence of activities is important because an activity may 
be a prerequisite for others. Some activities can be carried out simultaneously or in paralle\. 

Table 4. 1 Example of an activity timetable. 

objebtlve: Have a successful party 

1 i Make agues! lisl María X 

2 , Make a budge! Jorge X 

3 Send out invitations Marra X 

4 ' Call jo confirrn assistance Carmen X 

5 Buy tood, cake, and liquor Jorge X 

6 Have the party Everyone X 

4.21 Key Aspects of an Integrated Production Project (lPP) 

An IPP is justified if a marketing opportunity exists tha! can benefit the rural population. In 
other words, IPPs should be market-oriented and respond to demand, whether local, 
regional, natíonal, orintemationa\. 

A kéy concept for this type of production project is to not consider products as isolated or 
dispol'lnectl'ld elements, but rather as forming part of a system. A system is a set or 
org¡¡¡nization of elements related or connected in such a way that they form a unit or organic 
whole. As the term indícates, an IPP seeks to integrale Ihe different elements composing the 
systems of the targeted product. 

The most pertínent elements of the system of any product are agricultural and livestock 
production, post-harvest handling or processing, marketing and entrepreneurial 
organization. This integrated approach ís similarto the entrepreneurial approach, because il 
takes into account innumerable aspects so that the enterpríse can survive and be 
s\Jccessfu\. 
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Accordingly, the IPP approach, as does the business approach, requires numerous 
multidisciplinary activities, which, in the field of rural development, probably means that the 
project should be implemented by a properly coordinated interinstitutional consortium. Even 
so, the project organizers must remember that the project's success hinges on the receptivity 
of the inhabitants, producers, and rural organizations. A commercial orientation should 
permeate the project's activities, and links with private enterprise and industrialists should be 
seen as convenient, even necessary. 

In an IPP, research and development activities are carried out to produce and market 
agricultural, livestock, forest, or agro-industrial products for the benefit of the rural 
population. Technological or information gaps may hinder the fulfilment of the project's 
objectives, in which case, research topics should be included. Development activities are 
those that are oriented directly towards developing the business in question. Research and 
development activities within the project usually mix or merge. 

This production project can be executed with the participation of rural entrepreneurs; 
producer organizations; local, national, and intemational govemmental organizations and 
NGOs; private enterprises; universities; and research centers, and others. 

The areas of action of an IPP are as follows: 

4.2.1 Agricultural and livestock production 

The intervention of an IPP in agricultural and livestock production is directed towards the 
improvement of different aspects of the product or raw material, for example, quality, 
production costs, production sustainability, continuity of offer, and production volume. 
Several of !hese aspects are related to post-harvest handling and entrepreneurial 
organization. 

4.2.2 Post-harvest handling and processing 

This type of project may imply work in post-harvest handling or processing (or 
transformation). Adequate post-harvest handling refers to the treatment offresh products in 
such a way that freshness, homogeneity, quality, and good appearance are guaranteed. It 
may involve activities directed towards improving the product in terms of its appearance, 
selection, eleanliness, classification, refrigeration, storage, packing, and transportation. In 
this case, available technology should be inventoried. 

If the targeted product of the IPP requires a certain level of transformation or processing, !hen 
it may need a transformation technology to be developed, adapted, or improved. Processing 
technology ineludes knowledge of procedures, equipment, infraslructure, and inpuls, which 
means that experimental and pilot p/ants may need to be estab/ished before the product can 
fully enterthe market. 
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4.2.3 Marketing 

ihis is an essential component of the project. As you may remember, this manual.has a 
*rietly marketing approach: Seetion 11 describes a method for eondueting market researeh, 
and Section 111 describes, among other things, a proeedure to perform a commereial and 
aeonom ie eharaeterization of a produe!. 

Ih the area of marketing, the IPP should define both market potentia/ and market strategies 
for: the produet of interes!. The projeet should eneourage the preparation of plans for 
qu~iness administration and marketing. These plans should inelude decisions on four 
ry,arketing variables: 

A.Produet (What are the characteristies ofthe produet to be sold?) 
b. Price (At how m uch will the product be so Id?) 
c. Oistribution (IMlich distribution channels will be used lo deliver the product lo the cliant 
oreonsumer?) 

. d. Promotion (How can clients and consumers be motivated to buy the product?) 

4.2.4 Entrepreneurialorganization 

This is perhaps the mosl important component of an IPP. An effieient commercial rural 
organization, capable of directing the project, may already exis!. Or, perhaps the 
organization is established but requires support and strengthening. Sometimes such an 
organization does not exist and must be created, always taking advantage of the business 
capacities and leadership existing within the rural community. In any case, a major objective 
of an IPP is to strengthen the business capacity and autonomy of producer OI'ganizations. 
The role of the different participating institutions is to assisl the rural orgs!.1ÍZalion on a 
temporary basis where necessary, but never lo replace il. This poinl will be discussed again 
later in this documenl. 

4.3 Participatory Design of an Integrated Production Project 

An IPP should have a participatory approach, which means that decisions should be made, 
taking into account the users and beneficiaries of the IPPthe inhabitants, producers, and 
rural organizationsin addition to the different actors in the agro-industrial chain of the product 
of interes!' The IPP has two types of clients: (a) as a mechanism of rural development, its 
client is the rural inhabitant; and (b) as a vendor of products or services, its other client is the 
buyer orfinal consumer. 

A participatory process that includes rural inhabitants and rural development institutions 
must be implemented when designing the production project (i.e., when defining priorities of 
intervention within the product' s system). Also, the marketing chain of the product of interest 
should be studied to detect weaknesses and 'bottlenecks'. Meetings should be held with 
representatives of the different actors involved in the agro-industrial chain. If Ihe IPP aims to 
strengthen a traditional enterprise or one that is already established, previous institutional 
interventions should be studied to improve the IPP approach and avoid making the same 
mistakes. 
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In brief, participatory decision making should detect the strengths and weaknesses of the 
product's system and marketing chain to thus determine priority areas of action. 
Furthermore, areas of action should be categorized in terms of development or research. 
Table IV-2 presents a matrix that helps visualize this type of decisions. 

Table4.2 Matrix of priorities within the product's system. 

Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurial organization 

~ 
Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurial organization 

4.4 Sustainability Issues 

The concept of sustainability is increasingly important, and usually refers to the need to 
conserve natural resources, protect the environment, and maintain rural production capacity. 
However, sustainability can also be applied to rural economy and to rural agro-enterprises, in 
the sense that organizations and economic activities are permanent and continuous. A well
designed IPP tries to ensure that its actions and results will be sustainable over time. 

4.4.1 Production and post-harvest processes 

The way of producing raw material in the field should be sustainable, that is, it should 
conserve natural resources such as soils, water, and biodiversity in such a way that following 
generations can obtain the same agricultural yields, if not higher. Likewise, agro-industrial 
processes should conserve the environment, preventing its contamination. 
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4.4.2 Entrepreneurial organization 

The concept of sustainability is key to any commercial activity. But we must remember that, 
without profitability, there is no sustainability. Vllhile an IPP cannot guarantee the 
sustainability of an agro-enterprise, because risk is part ofthe business world, it can certainly 
promote it. Agro-enterprise sustainability is promoted through the following actions: 

- Proposing viable and profitable market optíons. 
- Slrengthening business capacities and leadership in the rural sector. 
-Assisting, but not replacing, rural agro-enterprises. 
- Always tavouring the autonomy of rural organizations through training, avoiding 
paternalistic altitudes, delegating responsibilities, and promoting participation and 
decision making by rural producers or inhabitants. 
- Promotíng a capacity for self-criticism and a culture of efficiency and qua lit y within the 
rural agro-enterprise. 
- Supporting the creation of local, profitable, and permanent support services tor the rural 
economy. 

4.4.3 Support services 

This topic deserves special attention. As already mentioned, a product is not an isolated 
element but forms part of a system, the product's system. Similarly, an agro-enterprise 
should form part of a system that includes support services, for example, banking and crOOit 
institutions, transportation, commercial information, workshops, and technical advisory 
services. An agro-enterprise is unlikely lo be so self-reliant that it can survive alone. In urban 
areas, the existence of a commercial system can be clearly detected. 

For support services to be truly sustainable, they should generate their own income, that is, 
they are not offered free. This usually means that they are handled by the local government 
or the rural community itself. These services can appear spontaneously within the 
community, or can be promoted through temporary external interventions that include, for 
example, seed capital and advisory services. 

Recently (1999), the director of the Inter-American Development Bank (IDB) commented 
that subsidies were valid provided that they were temporary and promoted activities that 
benefited society in general. We believe that this is also true for local support services 
established for rural enterprises. 

The case of external consultants should be mentioned here: when we say that a rural agro
enterprise is autonomous, we do not mean that it is self-reliant, but rather that it is capable of 
making rational decisions, such as deciding whether il requires support or external 
consultancy. This consultancy, however, should be temporary and certainly not free. If the 
rural agro-enterprise has the economic capacity, it can hire external managerial or 
administrative personnel. 
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4.4 Stages of an Integrated Production Project 

Figure 4.1 shows the stages of an IPP. As already mentioned, this project is based on 
identifying a marketing opportunity in a given region, then designing, on a participatory basis, 
those actions of priority identified at both research and development levels. 

Idenlifying one or more marketing 
f-+ Participatory deslgn of an integrated 

opportunities production project 

~ 
Research and development ac:tlvltles 

+ i + i 
Pilot phase f+ Commerc:ial phase 

Figure 4.1 Stages of an integrated production project. 

The relative importance of research and development components depends on the degree 
of technological complexity needed for a given marketing opportunity and the status of 
technical and commercial knowledge ofthe work team. If a marketing opportunity involves a 
fresh product, less research is usually required than if it involves a transformed agro
industrial producl. Moreover, if the product is new to the region and for!he working team, or 
represents an innovation, the research component will be more importanl. 

In addition, the existence of certain technological gaps does not necessarily mean that agro
empresarial development should hall. The processes of research and development can 
occur in parallel. However, a leam must be able lo recognize those technological or 
knowledge gaps that are loo large for work in agro-industrial development to progress. In 
Ihis case, the gap should be first filled, then Ihe development activities continued. 

The pilol slage is a key concept in IPPs and constitules a business concepl, whereby agro
industrial activities are carried out on a small seale, but under real markel conditions. The 
plant, for example, would be built on a pilot, or small, scale. The pilol stage is a strategy lo 
minimize risks and avoid 'white elephants'. 

A similar concept exists in marketing, called Ihe 'test-market'. A company introduces a new 
product to a single city, department, or province to evaluate its potential for success on a 
larger sea le. If all goes well, then the new product is released in another city or nationwide. If 
it fails, the company will have to decide whether to continue with the product or elim inate il. 
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If the pilol stage of the IPP is successful, then the IPP continues to the commeféial phase 
where the operatíonal scale is expanded according to calculations of demand potentiaJ. 
Vlihen the piJot project reaches the commercial phase, it can be considered as 'successful'. 

4.5 Microregíonal Policy on Integrated Production Projects 

AlI previous considerations were brought together into a proposal of a microregional policy 
on IPPs, summarized as follows: 

\ 

- Maintain market orientation and food security. 
- Maintain a priorítized project portfolio. 
- Design IPPs, using a participatory approach. 
-Identify research areas, using a partícipatory approach. 
- Conduct multidisciplinary work involving institutions and/or consultants in a coordinated 
fashion. 
- Promote sustainability of organizations and project achievements. 
- Promote the establishment of local, sustainable support services. 

This policy can serve as guidelines tor regional organizations that conduct aclivities oriented 
towards rural development, for example, interinstitutional consortia, producer organizations, 
and local governments 

4 - 10 DllSigning Integrated Production Projects 



Identifying and Assessing Market Opportunlties fo, Small Rural Produc8l'S 

Exercise 4.1 Determining Priority Work Areas for an Integrated 
Production Project 

Objective 

The participant will define work priorities within an integrated production project, focused on a 
marketing opportunity for a given region. 

Instructor's guidelines 

To carry out this exercise: 

1. First organize the participants ¡nto groups of four. 

2. The groups will use the priority matrix of the product's system, which appears in the 
Worksheet tor Exercise 4.1. 

3. Mos! information pertinent to this exercise can be found in Parts 4.2, 4.3, and 4.5 of this 
manual. 

4. Vllhenever possible, each group should focus on a different marketing opportunity. 

5. Each group should determine the priority areas ofwork, and whether these correspond 
to research or to development. The group should mark the corresponding cells with an X 
and make any annotations they consider necessary. 

6. Each group will present its work priorities during the plenary session. 

Resources needed 

• WorksheetforExercise4.1 (Parts4.2, 4.3, and4.50fthe manual 
• Flip chart, or overhead projector and transparencies 
• Paperandpencils 
• Magic markers, or markers tor the transparencies 

Time required: 60 to 90 minutes, depending on the numberofgroups 
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Exercise 4.1 Determining Priority Work Areas for an Integrated 
Production Project 

Insttuctions forthe participants 

To participate in this exercise: 
, 

1. Join a group of four people and nominale a coordinator. 

2. Choose a real marketing opportunity in the area and of which one (or more members) of 
t1e group has a good general knowledge. 

3.1UiSe the priority matríx forma! appearing in !he Workshee! tor Exercise 4.1. 

4.You can find information pertinent to this exarcise in Parts 4.2, 4.3, and 4.-5 of the 
manual. Ifyourteam does not have data, then it should make intelligen! assump!ions. 

5. Each group should discuss priority areas of work, and decide whe!her they correspond 
to research or to development. 

6. Mari<: the corresponding cel/s with an X and make any annotations you consider 
necessary. 

7. When you finish, copy the format to an adequately sized pieca of paper (or 
trar\lsparency) for the presentation in the plenary session. 

8. The group coordinator will present the matrix of priorities of the IPP during the plenary 
session. 
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Exercise 4.1 Determining Priority Work Areas for an Integrated 
Production Project - Worksheet 

Matríxformat forestablishing priorityworkareas (see a/50 Table 4.2) 

Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurial organization 

Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurialorganizanon 

Designing Integr.!ted Production Projects 4 - 13 



ldentifytng and Assessing Market OpportJJnities far Small Rural ProdUcelS 

Exercise 4.1 Determining Priority Work Areas for an Integrated 
Production Project - Feedback 

Each group will present a different matrix of priorities depending on !he situation and the 
marketing opportunity selected. An example is presented below: 

Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurial organization 

Production 

Post-harvest handling 

Processing 

Marketing 

Entrepreneurial organization 

X (multiply sud and promote production) 

X (explain the procedure to producers on how to always deliver a 

fresh product) 

X (contact industrial clients) 

X (strengthen current organization of blackberry producers) 

X (investigate methods of fast sud multiplication) 

X (study marketing opportunities for fresh produce) 
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Exercise 4.2 Diagnosing SupportServices for Rural 
Economies 

Objectíve 

The participant will report on the currenl status of a given region's support services for rural 
economies. 

Instructor's guidelines 

To carry out this exercise: 

1. Organize the participants into groups offour. 

2. The groups will use Ihe format available in the Worksheet tor Exercise 4.2. 

3. Information pertinenl to Ihis exercise can be found in Part 4.4 ofthis manual. 

4. Each group should diagnose support services for different areas. Examples of support 
services for rural economíes or rural agro-enlerprises are financial support (savíngs and 
credít), transportation of agricultural products, phone, other communications, information 
on prices, technical advisory services, sale of seeds, and inputs. 

5. Each group will first define those support services thal are most important, according to 
their criteria, for rural econom ies, then rank the current status of each service in the region 
as good, bad, or nonexistent. 

6. Each group will present íts characterization at the plenary session. 

Resources needed 

• Worksheelfor Exercise 4.2 
• Part 4.4 ofthe manual 
• Flip Charl, or overhead projector and transparencies 
• Paper and pencils 
• Magic markers, or markers forthe transparencies 

Tíme required: 60 to 90 m inules, depending on the number of groups 
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Exercise 4.2 Diagnosing Support Services for Rural 
Economies - Worksheet 

Instructions for the participants 

To participate in this exercise: 

1. Join a group offour people and nominate a coordinator. 
2. Select a region of which one (or more members) of Ihe team has a good general 
knowledge. 
3. Use !he forma! available in !he Worksheet for Exercise 4.2. 
4. You can find informa!ion pertinen! to this exercise in Part 4.4 ofthis manual. If yourteam 
doesn't have data, then it should make intelligent assumptions. 
5. Each group should diagnose !he support services for different areas. Several 
examples of support services for rural economies or rural agro-enterprises are financial 

. services (savings and credit), transportation of agricultural products, phone, other 
communications, information on prices, technical advisory services, sale of seeds, and 

. imputs. 
6. The group will first define those support services tha! are Ihe most importan!, according 
to their cri!eria, for rural economies, then rank the current status of each service in !he 

'1 n~gionas good, bad, or nonexistent. 
7; Once the group has finished, copy the format to an adequately sized sheet of papar or 

.. transparency tor discussion. 
,8, The coordina!or of each group will present the characterization during the plenary 
session . 
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Exercise 4.2 Diagnosing Support Services for Rural Economies -
Feedback 

Each group will present different information according to the targeted region. An imaginary 
example is presented below. A project should develop proposals for improving deficient 
services or establishing nonexistent ones. 

Savings and eredi! X 

Transport of products X 

Technical assis!ance X 

Sale ofseed X 

Sale of inputs X 

Workshops X 

Commercial information X 

Communications X 
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SECTION OBJECTIVE 

After studying this Section, the participant should be able 
to guide design of a rural integrated production project 
(IPP). 



ORIENTING QUESTIONS 
1. We assume that you have already 
identífied a crop or agro-industrial product 
that represents a market opportunity for the 
regíon where you live or work. Now you want 
to promote it. What would be your first step 
towards this objective? 

2. Reconstruct the path traveled by a 
pineapple, from planting to the moment you 
spread pineapple marmalade on a slice of 
bread. 

3. On what factors does the permanence or 
sustainability of an agro-enterprise depend? 



DEFINING THE PROJECT 
• A project is a series of activities that are planned and carried 

out to achieve an objective within a certain period of time and 
with some predetermined resources. 

• A strategy procedure or methodology to reach that objective 
must be defined. 

• The strategy is implemented through a series of activities. 

• A timetable is used to plan and control the sequence and 
duration of activities and responsibilities. 

• The sequence of activities is important because an activity may 
bea prerequisite for another. 

• Some activities can be carried out simultaneously or in parallel. 



KEY ASPECTS OF AN INTEGRATED 
PRODUCTION PROJECT 

• An integrated production project (IPP) is market oriented an( 
responds to demand. 

• Products form part of a system. 

• A system is a set of related elements of an organic whole. 

• An IPP aims to integrate the different elements of the targetE 
product's system. 



KEY ASPECTS OF AN INTEGRATED 
PRODUCTION PROJECT 

• The most pertinent elements of the system of any product 
are: 

• Agricultural and livestock production 
• Post-harvest handling or processing 
• Marketing or trade 
• Entrepreneurial organization 

• Research and development activities are carried out. 

• The process focuses on the inhabitants or rural organizatio 



MATRIX OF PRIORITIES WITHIN 
THE PRODUCT'S SYSTEM 

Post-harvest handling 

Processing 

Marketing 

Enfrepreneurial 
nizafion 
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GAPS IN THE SUPPORT SYSTEM 
OF RURAL ENTERPRISE 



STAGES OF AN INTEGRATED PRODUCTION 
PROJECT 

Identifying one or more 
market opportunities ... .. Participatory design of 

an integrated production project 

Research and development 
activities 

.... t, tt 
,1 

Pilot phase t+l:ommerclal phase 
, i 



MICROREGIONAL POLICY ON 
INTEGRATED PRODUCTION PROJECTS 

• Maintain an orientation towards marketing 
and food security. 

• Maintain a prioritized project portfolio. 

• Design integrated production projects, 
using a participatory approach. 

• Identify research areas, using a 
participatory approach. 

• Conduct multidisciplinary work involving 
Institutions and/or consultants in a 
coordinated fashion. 

• Promote sustainability of organizations 
and project achievements. 

• Promote the establishment of local, 
sustainable support services. 


