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Rural poverty in Asia and the Pacific
The Asia-Pacific region has two-thirds of the about 800 million hungry people in the world. More than a half a billion people in this region live on less than one US dollar day. Hunger and poverty are largely concentrated in Asian rural areas which are home to three-fourths of the world’s farm households. 

The majority of them are small and marginal farmers with an average holding of less than 2 hectares of land. Tens of millions of Asia’s rural poor are landless, who along with indigenous people and persons with disabilities, in particular the women among these groups, comprise the poorest of the poor. The region’s success in achieving the UN Millennium Development Goals (MDGs) hinges on its ability to ensure food and livelihood security to Asian rural poor. 

The growing rural population and limited natural resources are forcing small farmers and landless to turn to non-farm activities as their main or supplementary livelihood. A recent national survey in India found that 40 percent of farmers would move out of the agriculture sector if given a choice. However, inadequate access to non-farm rural income/livelihood opportunities is driving more and more rural poor to the urban areas to swell the ranks of the urban poor. 

Pro-poor rural enterprise development 

Accordingly, the FAO rural development strategy in the region is to support national, regional and international efforts aimed at promoting viable and sustainable income and livelihood opportunities in Asian rural areas. 

This has to be done in the context of diminishing natural resources, increased socio-economic inequity, stakeholder conflicts, inappropriate farm/rural development policies and legislation, inadequate small-farmer participation in decision-making and the globalization and liberalization of agricultural trade. Small-scale and marginal rural producers are also constrained by their poor access to technical know-how, credit and weak rural institutions. 
FAO rural development priorities and programs in the region    

Institutional capacity building for empowerment of the rural poor 
The main FAO rural development priority is to strengthen institutional capacities for pro-rural poor, gender-sensitive participatory development planning to improve rural producers’ access to income/livelihood and social resources and services. This is closely linked to promotion of rural enterprise development by rural producer groups, including village-level agricultural cooperatives.
A major challenge facing UN agencies in their support to decentralization is to develop synergies in programs for social/political mobilization of the poor and local administrative capacity building with enhancing local land administration, improving equitable access to production resources, security of tenure. 
Participatory local governance in support of rural enterprise development 
The FAO Rural Development section works with member countries as well as regional and national partner institutions to promote participatory local governance in support of pro-poor rural enterprise development.

This requires a policy/legislative/resource framework for decentralized inter-sectoral planning and implementation of local development in support of rural enterprise promotion. This has to be supplemented with HRD training for local government officials and elected village councilors for their effective and pro-active use of this framework in support of village-level rural enterprise development by small and marginal rural producers and vulnerable rural poor.

Small-scale rural producers need improved and equitable access to productive resources in particular land, water and credit, to markets/market information, production/processing technologies as well as social and productive services. They also need capacity building support on group/cooperative leadership and management.

FAO rural development initiatives in the region and lessons learned
1. In collaboration with the UN Economic and Social Commission for Asia and the Pacific (ESCAP), the FAO Rural Development section, from 1994 to 1998, used the innovative Success Case Replication (SCR) methodology for multiplication of village-based, food/non-food rural enterprises in a poverty alleviation project covering 3.300 farmer families in eight Asian countries. Subsequent project evaluation found an average annual income increase of US$500 for farm households covered by the project. The successful entrepreneurs, many of them women, became SCR trainers themselves resulting in a 10 to 100-fold replication of successful farmer enterprises. 
The strength of this approach is the low cost of initial project preparations aiming at identification of SCR trainers in a selected geographical area. This is done by government extension workers, field officers, and rural banking/development NGOs. It requires the voluntary sharing of specific local farm/non-farm product/production knowledge and ‘business secrets’ by successful village entrepreneurs who are more effective than external experts as trainers being able to communicate easily in the informal local language. The scale of SCR application ranges from individual households to rural groups, village cooperatives and inter-village cooperative networks to provincial-level cooperative organizations as in Vietnam and Thailand. In 2000 the World Bank selected this SCR project as one of the top ten most effective poverty reduction projects in rural areas.
The model is most suitable for programs aiming to capacitate rural poor as village-level entrepreneurs, especially women.     
2. Technical assistance to UN Development Program (UNDP)-funded Human Development projects in Myanmar in 2002 aimed at empowering tribal marginal farmers, including women production groups covering over 36.000 households spread over five township areas in Myanmar's southern Shan State. The building blocks here were re-establishment of village-level access to natural resources, in particular establishment of communal water ponds for livestock and crop production. Inputs in kind were provided to enhance local production and organize village level savings groups which were subsequently trained on agro/rural produce marketing to nearby towns. 
The successful empowerment of the village groups was demonstrated by (i) secure access to water, (ii) improved crop and livestock production, and (iii) savings accumulation and capital formation for storage and marketing of their produce in order to get better off-season prices in town markets.     
3. Technical support to UNDP-funded capacity building projects in Vietnam in 1996-98 in support of provincial planning of agricultural support services. The major challenge was to change attitudes at national and provincial government levels to recognize the value of farmer demand-driven, bottom-up planning for farm input and production services supply. A three-year extension program guided by the FAO Rural Development section organized farmer village group consultations and training in 6 provinces in the country. An extension book prepared by the FAO rural development section and published in Vietnamese, emphasized farmer ownership of all activities from production to marketing of their produce. 
Provincial agricultural extension planners were trained in this challenging (for them) approach. The top officials in the Ministry of Agriculture and Cooperatives were most supportive and the project created large-scale awareness of village farmer groups as rural entrepreneurs. An FAO TCP provided complementary assistance   in awareness-building among local government staff, village leaders and council members on how to develop self-governed and market-oriented cooperative farmer enterprises. 
4. An innovative and unique FAO TCP project implemented between 1998 and 2000 provided capacity-building support to provincial-level training centre staff of Thailand’s Ministry of Social Welfare and Labor in skills development of farmers with mental or physical disabilities to become mushroom producers and village-level entrepreneurs. The project enabled 120 farmers with disabilities in Thailand’s poorest northeast region to set up, with initial funding support from Thai Government, their own mushroom production and marketing enterprises. 
The project’s impact was highly visible at individual, family and community levels with the disabled farmers becoming successful income earners who were able to provide improved nutrition and food security for their families. This resulted in high self-esteem and enhanced social status not only of the disabled farmers but of their families. The community was proud of them and every morning, fresh mushrooms were available in the local market. 
The training centre became a mass producer of mushrooms with the disabled ex-trainees as its managers. The markets could easily absorb the extra produce. It was interesting to observe that while the government made this innovative training part of its training program, the ex-trainees set up their own informal field school for exchange of experiences and application of the SCR approach. Professional technical guidance on mushroom production and processing is provided by volunteers including regional university staff, extension workers and successful mushroom entrepreneurs. Local government staff and staff education and training institutions became involved in the replication of these successful activities throughout the region. The project outcome includes a series of How-to- do training manuals and videos which show how disabled rural persons can be successful as rural entrepreneurs  

5. The Thai TCP project model was also implemented as a pilot project for disabled farmers in Cambodia in 2003, funded by Scandinavian donors. Today, via UNESCAP and FAO, both the Thai and Cambodian projects have become internationally recognized as trail-blazing local development initiatives in support of enterprise development by disabled farmers.  The need for widespread application of this approach is immense as in 2005 there are more than 260 million rural people with disabilities, with still 160 million being food insecure most  vulnerable rural poor.  
6. In 2001-2003, FAO, in close partnership with the Savings and Credit Union Cooperative League of Thailand (CULT), implemented a pilot project for capacity building of hill tribe women groups for rural enterprise development. The women were from different hill tribe communities in the remote areas of northern Thailand, representing the most vulnerable rural poor. The project was built upon long-term experience of CULT and an inter-tribal association in developing self-managed, village-level savings and credit unions. CULT provided most of the technical inputs for quality production and market orientation.  The CULT women enterprise development centre serves a total of 600 women farmer groups which were developed into a national production and marketing network. This enabled the mostly illiterate hill tribe village women to be quickly integrated as rural entrepreneurs into a national marketing network.  
FAO and CULT developed a field trainers’ manual, posters in local languages and other training materials on group-based business planning. The hill tribe women enterprise groups now produce a range of fashionable high quality artisan products marketed nationally and even exported outside Thailand.      
7. During 2003-2004, the FAO Rural Development section in partnership with Thailand’s Ministry of Agriculture and Cooperatives (MOAC) successfully implemented a pilot project for capacity building of women informal groups to develop into rural group enterprises. The Thai ministry aimed to transform 5,000 village women’s income-generating groups in the country’s 75 provinces into self-managed group enterprises able to market their produce by themselves instead of through MOAC-subsidized market outlets.  This nationwide program began with capacity building of provincial cooperative development training teams in five out of 10 regional training centers of the MOAC’s Cooperative Promotion Department (CPD). In a second phase, hundreds of local rural women groups were trained on group enterprise development by the CPD trainers. Local evaluation missions and national marketing demonstration seminars demonstrated a change of attitude among the women from being wage earners to responsible co-workers and mangers in a group enterprise covering food and non-food products.  The project also produced a training-of-trainers’ manual on rural women’s group enterprise development which was translated in the local language and widely distributed for training purposes. 
8. As part of regional initiatives on participatory local governance, the FAO Rural Development section collaborated with the Bangladesh-based Centre on Integrated Rural Development for Asia and the Pacific (CIRDAP) and India’s National Institute of Rural Development (NIRD) to develop a capacity-building program for local government officials. In collaboration with a team of national experts, 14 training modules on different aspects of participatory local governance were developed. The ‘Handbook for Trainers on Participatory Development’ is being used by NIRD, state-level training institutions and NGOs in support of capacity building of the 3 million village councilors elected to more than a quarter of a million village councils of India’s Panchayati Raj participatory local governance system. A million of the elected Panchayati Raj village councilors are women.
9. In Nepal this year, a new FAO TCP initiative has been launched aiming to reduce widespread food insecurity and rural poverty by energizing the country’s 6,000 village cooperatives as dynamic village-level enterprises. FAO will support national cooperative institutions in Nepal in developing a practical how-to-do strategy for promotion of viable, market-oriented agricultural cooperative enterprises. This will include building and strengthening institutional capacities for this task. Up to five different sets of training-of-trainers toolkits on agricultural cooperative enterprise development will be developed and field tested. The focus will be on addressing the training needs of primary agricultural cooperatives and local water/forestry user groups.

Future directions

The vision presented here is a change of policy direction by ministries of agriculture   from production enhancement and promotion of farmer group-based activities to promotion of small and medium-scale enterprise development by self-reliant farmers’ associations and cooperatives which can compete on the market. The emphasis often laid on contract farming is no solution because external agribusiness companies can control production and prices. 
What is needed is a high level, pro-active unit within ministries of agriculture with a  mandate for rural enterprise development that is functionally linked with policy formulation and planning by other ministries dealing with local governance, cooperative development , industry, trade and commerce, finance, technology and IT,  as well as education. There should be an inter-ministerial data pool on rural entrepreneurship potential and resources and a joint focus on the needs of small and marginal rural producers. The potential for successful rural enterprise development is enormous but there is a lack of coherent policy and cross-sectoral institutional planning and collaboration in local-level program implementation.  
In India, the Panchayati Raj local governance system at village, block and district level is extremely relevant for mobilizing local resources and guiding the inter- sectoral ministerial planning process for preparing programs for effective delivery of social and productive services to local rural poor, in particular women.  Local democracy, gender equity and enterprise development make a powerful combination in favor of rural poor and sustainable agricultural and rural enterprise development. The unique legal basis of the Panchayati Raj system is that it reserves one-third of local elected seats and village council leadership posts for women. 
Of course, the rural poor need to be mobilized and their own local organizations strengthened to support their members in becoming successful rural entrepreneurs. FAO in collaboration with India’s National Institute of Rural Development and local government officials has developed training of trainers’ materials for nationwide training of elected local officials and local government staff on the topic. India’s world-famous Self-Employed Women’s Association (SEWA) and another well-known NGO, PRIA are assisting rural women to become entrepreneurs. 
Also important are strong local capacities for transparent and flexible systems of land ownership administration and for registration of contracts for sharing land and labor as well as computerized information systems providing product and market information in response to national and international requirements. Security of land tenure is an important part of establishment of investor confidence for enterprise development while democratic elected and well-informed local governments can handle conflicts through negotiations among stakeholders. National and provincial government agencies have to provide substantial investment for local development, in particular for productive capacity building in agriculture and non-farm based entrepreneurial activities by small farmers, rural women, indigenous people and persons with disabilities. Local and national associations such as agricultural cooperatives and other associative rural enterprises have an important role in this process of development of participatory local governance.         
While the private sector has an important role too, there should be effective oversight and accountability. There are examples of large companies exploiting public water resources in India for free in order to bottle and sell this to local consumers, including rural poor!) At the same we see that agricultural cooperative enterprises are subject to a variety of administrative controls and lack support in business planning, marketing and information technology development. This is a major obstacle to viable cooperative development and harnessing its potential for market-based transformation of the agricultural and rural sector. When governments speak about SME’s, it is mostly in terms of non-farm based urban enterprises and not genuine rural enterprises. This is a policy deficiency that needs to be addressed in order to promote viable rural SMEs.  At the same time, there is need for professional leadership and management skills for business development and marketing expertise within small farmer associations and the cooperative movement.  This can and has been done by FAO TCP projects mentioned above. More resources are to be mobilized for such capacity building programs.
There is need for complementary national and regional-level networking to promote FAIR TRADE market networks based on farm and non-farm produce. European Union countries have been doing this among themselves for the past 25 years even as they subsidize production and export of agricultural/food products, thereby competing with the non-subsidized local small producers in developing countries. This issue should be addressed through alliance building by national governments with their national cooperative movements and farmers’ associations and by regional groupings of countries with similar agricultural trade positions in WTO trade negotiations, in particular on liberalization of agricultural trade policies.

The issue is not only agricultural trade liberalization but also the liberalization of barriers to providers of international financial services (banks, insurance companies, etc). Total freedom for external financial service providers will mean a very high risk of micro-finance institutions established by small farmer savings and credit unions and agricultural banks being wiped out. We speak here about the threat to millions of small farmers as rural producers and potential entrepreneurs and to (the already weak) financial independence and national economies of developing countries.
There is an urgent need to change mindsets of so many good and willing donor, government and UN agencies and NGOs which have a social development mandate and provide funds for provision of social safety nets for rural poor.  Many such programs are not sustainable, are selectively or badly targeted and often helping the middle and higher income groups rather than the rural poor. What is needed is to transform this mindset and safety net approaches which make the rural poor more dependent, into effectively targeted individual and group-based empowerment programs aimed at making the most vulnerable rural poor into viable rural entrepreneurs. FAO and International Labor Organization (ILO) programs in Thailand and Cambodia have successfully done this, using field-tested methodologies.  
In conclusion, the main FAO rural development priority is to promote policies and programs aimed at local empowerment of small-scale and marginal producers and vulnerable rural poor as rural entrepreneurs. For this, we need at higher levels of governance, effective inter-sectoral and interdisciplinary decision-making and planning of decentralized capacities for transparent management of land, water and forest resources, improved mechanisms for delivery of support services and for local rural enterprise development. There is a need for alliance building in these activities at all levels among organizations of rural poor, between them and local governments and relevant government agencies. At national and regional level, there is need for alliance building for improved negotiation skills to promote equitable and sustainable national and local development in an increasingly competitive market.
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