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ABSTRACT

Access to markets is increasingly regarded in development circles as a critical
factor in determining livelihood choices in peasant economies. In the northeastern
Peruvian Amazon, a multitude of river transporters and market intermediaries based in
the central city of Iquitos provide essential services and market opportunities for remote
peasant producers across the region. Using a multi-scalar, multi-method approach
involving extensive fieldwork in the Peruvian Amazon, this research (re)assesses the
meanings and implications of “remoteness” and “connectedness” for rural peasants. At
the regional scale, I examine the functional heterogeneity of river trading networks and
marketing agents. Given the high-risk/high-transaction-cost environment, river trading is
found to be expensive for producers and traders alike. High costs are exacerbated by the
low gross returns of rural production (mainly food and natural building materials). Thin
or missing markets for credit, labour, land and insurance increase the hardships associated
with limited access to product markets. Regional findings are complemented with a
comparative livelihoods analysis in two remote communities of the Alto Tigre River that
benefit from differential access to oil-labour. My study reveals that differential access to
labour has significant impacts on the livelihood strategies of working households.
However, given limited access to external markets, cash-income from oil-labour is found
to offer limited opportunities for growth. In sum, the research proposes insights for

advancing the debate on livelihoods and poverty in the Peruvian Amazon.
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RESUME

L’acces au marché tient un role déterminant dans le mode de vie des populations
paysannes. C’est le cas dans le nord-est de I’ Amazonie péruvienne, ou, pour les
producteurs riverains venant de villages écartés, I’accés au marché€ et aux services sociaux
dépend de multiples réseaux de transport fluviaux qui relient la périphérie a la ville
centrale d’Iquitos. La présente étude adopte une approche multivariée pour (ré)évaluer la
signification et les implications de I’ « éloignement » et de la « connectivité » chez les
paysans riverains de I’ Amazonie péruvienne. A I’échelle régionale, j’examine la diversité
des transporteurs fluviaux et des agents économiques intermédiaires. Je décris un
environnement ou les risques et les cofits transactionnels sont élevés, et ou les échanges
commerciaux sont dispendieux autant pour les producteurs que pour les commergants,
d’autant plus que les produits transigés (surtout de la nourriture et des matériaux de
construction) rapportent déja un maigre profit brut. L’absence de marchés stables pour le
crédit, ’emploi, I’assurance et les terres ne sert qu’a exacerber le probléme. La recherche
se poursuit a ’échelle locale avec une étude comparative dans deux communautés
écartées de la riviere Alto Tigre, ou les habitants héritent d’un acces inégale a I’emploi
dans une compagnie de pétrole. Mon €tude révele que les stratégies de revenu différent
considérablement entre les deux villages, parmi les foyers qui ont ét€ employés par la
compagnie. Malgré les revenus d’emploi considérables, j’explique que I’acces limité aux
marchés externes n’offre que des opportunités limitées pour le développement local. En
somme, I’étude propose de nouvelles voies pour I’avancement de la recherche sur les

modes de vie et la pauvreté en Amazonie péruvienne.
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CHAPTER 1. INTRODUCTION

Growing concern in development circles over the fate of tropical forests and the
welfare of forest-dependent people has highlighted the importance of understanding the
diverse circumstances of forest dwellers and of identifying the variables that determine
their livelihood opportunities. Such is the case in the Peruvian Amazon where “a
fundamental problem for conservation and development lies in the lack of knowledge
about the factors that drive the choices made by forest households among traditional
activities” (Coomes and Barham, 1997: 184). Contemporary research in the Peruvian
Amazon has begun to focus on the specific local conditions at the household level that
may affect the range of livelihood alternatives available to rural producers.

Arguably the most significant contribution of this body of research has been to
broaden the debate on livelihoods, by recognizing that the productive activities people
engage in depend not only on their local resource endowments but also, perhaps more
importantly, on a set of socio-economic conditions that determines how these resources
can best be exploited. These conditions include the physical and social assets, skills,
markets and alternative income sources that households have at their disposal
(Bebbington, 1999). Increasingly, researchers are finding that differential access to such
assets and local resources leads to contrasting livelihood strategies and varying degrees of
welfare between and even within rural communities of the Peruvian Amazon (Coomes
and Burt, 1997, Takasaki et al., 2001; Tschakert et al., 2007).

Given that this conceptualisation of livelihoods has spawned new directions for
research, it is perhaps surprising that very little work to date has examined the nature of
markets in the Peruvian Amazon or their implications for livelihood choices. Rather,
research has tended to acknowledge the grave marketing difficulties associated with
informal long-distance river transport, without necessarily qualifying or quantifying them
as researchers have done with other aspects of livelihoods. As a result, we find that rural
communities are commonly characterized as being “remote” without having a sense of
what this remoteness really implies.

" An improved understanding of how rural producers in the Amazon interact with

regional and local markets, and how these, in turn, can determine local livelihood



opportunities and choices is much needed. This examination must consider the different
markets at play in the region, as well as the socio-economic effects of missing markets,
while recognizing that markets are not only the loci of economic exchanges, but also the
focal point of social life. Finally, for the broader study on rural livelihoods, a market
study based in the Peruvian Amazon — where the movement of people, cargo and
information depends entirely on a natural network of rivers, rather than roads —
contributes to the field of market studies that has traditionally focused on more densely-

settled regions.

1.1 Purpose and objectives

This thesis uses complementary approaches at different social, spatial and
temporal scales to examine how access to markets can influence the livelihood
opportunities and choices of riverine peasants in the northeastern Peruvian Amazon.
Specifically, the objectives of the study are:

1. to describe the structure of river trading networks within the Department of Loreto,
Peru, in terms of their geographic extent, their functional heterogeneity and their
economic logic;

2. to explore the regional and sub-regional conditions within river trading networks that
determine rural households’ access to regional product markets in Loreto; and,

3. to assess the livelihood implications of contrasting access to labour markets in highly

remote rural communities on the Alto Tigre River, in Loreto.

1.2 Literature review

This study bridges the concepts of livelihoods and market access in the
northeastern Peruvian Amazon. The literature review focuses primarily on the regional
level, in function of three distinct perspectives. First, since this study adopts a livelihoods
approach which focuses on the diversity and determinants of rural livelihood strategies
observed in the Peruvian Amazon, a review of the regional literature on rural livelihoods
was critical for informing approaches for field research and analysis. The regional
literature on rural livelihoods was complemented by readings on important theoretical

concepts in livelihood studies. Second, I examined the literature on market access,



particularly on the multiple meanings and livelihood implications of ‘access’ and
‘markets’ for rural producers. Finally, I explored the concept of missing markets,
particularly in relation to the current situation in the Peruvian Amazon, in order to gain a
more complete perspective on the economic situation facing rural producers and urban

traders.

1.2.1 Rural livelihoods

In its simplest form, the concept of “livelihood” refers to the means by which a
distinct social unit (typically an individual or a household) makes a living and secures the
food, income and assets necessary to survive and prosper (Chambers and Conway, 1991).
Typically, these ‘means’ have been equated to the primary productive activities in which
the person or household engages. Because understanding livelihoods is critical to
development studies, the concept has been widely debated over the years. First and
foremost, livelihoods should be interpreted as a set of diverse strategies, rather than
looking at activities independently from one another (Scoones,1998; Ellis, 2000a; Barrett
and Swallow, 2006). Moreover, livelihoods correspond not only to the activities
households engage in, but also to the capabilities and the material and social assets upon
which they depend (Scoones, 1998). Thus, studying livelihoods is much more complex
than simply observing the productive activities of a household; rather it requires an
understanding of how people and groups use their assets and capabilities to secure their
standard of living.

People diversify their livelihood ‘portfolios’ either by necessity or by choice; the
outcome 1s depfendent upon many factors, including seasonality, risk, labour and credit
markets, asset strategies and coping strategies (Ellis, 2000b). Although it can be
maintained that there is diversity in all livelihoods, it is likely that within each household
or community certain core activities are practiced more prominently, while others are
more complimentary (McCabe, 2003). The livelihoods approach is useful in recognising
the diverse activities of households and examining the relationships between them. As
Ellis and Biggs (2001) suggest, the advantage of the livelihoods approach lies in its
‘cross-sectoral’ and ‘multi-occupational’ character.

In rural agrarian settings, livelihood activities are typically tied to the land, more

specifically the resources that can be managed and harvested by individuals or



households. Whereas differences in local resource endowments will necessarily bring
about different livelihood activities in different areas, it has become increasingly clear,
from research conducted across many locales, that livelihoods are dependent not only on
available natural resources: Bebbington (1999) argues that livelihoods are dependent on
access to a variety of different resources including natural resources, physical assets,
social and cultural capital, alternative income sources and product and labour markets.
Thus, livelihoods not only incorporate multiple strategies, but are also dependent on the
specific conditions that determine access to key resources and assets. The implication is
that livelihoods may vary substantially between households endowed with the same
natural resource base. Moreover, livelihoods can vary significantly over time, as
households adapt their activities to ever-changing conditions (Godoy et al., 1995;
Coomes and Burt, 2001; Takasaki et al., 2001).

In the Peruvian Amazon, livelihood diversity has been well documented. Hiraoka
(1985) dissected the heterogeneity in resource endowments within the region, identifying
distinct micro-environments and growing conditions and acknowledging the
complementarities in floodplain agriculture, shifting cultivation and forest and river
extraction. Looking beyond natural resources, subsequent research has focused on other
factors that may determine livelihood choices. Field studies by Coomes and Burt (1997),
Coomes and Barham (1997) and Takasaki et al. (2001) have identified the importance of
wealth as one of the key determinants of resource use. Based on empirical evidence,
these studies have shown that differences in land and non-land asset endowments are
critical in determining households’ relative ability to distribute their time and resources
among different subsistence and income-producing activities. Similarly, other studies
have demonstrated the significance of specific skills and knowledge in determining the
range of viable livelihood strategies available to a household (Coomes et al., 2004;
Moreau, 2004).

The inherent diversity in livelihood portfolios is also derived from the diverse
potential outcomes of productive activities. Indeed, livelihood strategies in the Peruvian
Amazon must satisfy both subsistence and income needs. Given the thinness of labour
markets, the majority of cash-income across the region is generated from the sale of

produce. Padoch et al. (1985), Padoch (1987), Coomes (1992), Coomes and Burt (1997)



and de Jong et al. (2001) have highlighted the importance of market-oriented production
in the income portfolios of rural producers. These studies have demonstrated that market
income is not only derived from specialized ventures; rather, it is generated through the
entire spectrum of production, so that no clear distinction exists at the onset between
subsistence and income-generating production (cf. Arnold, 1995). In other words, a crop
or an extractive product is not necessarily designated ex ante to a particular purpose;
rather, it can serve for subsistence and/or it can be sold in the market, depending on the
needs and opportunities of the producer. Two households with access to similar resources
and similar assets may still have contrasting livelihoods if they use these resources
differently. It is important then, to recognize the “disjuncture between the nature of the
rural economy (agricultural, traditional, limited use of modern inputs) and the character of
rural livelihoods (increasingly diversified ... and linked to the market)” (Bouahom et al.,
2004: 610). Ultimately, these studies stress the importance of conceptualizing livelihoods

as diversified, fluid, and constantly being renegotiated over space and time.

1.2.2 Market access

Access to product markets is largely dependent on networks of trade. Such
networks have been studied from a variety of theoretical approaches in the development
literature. The “commodity chains” perspective emphasizes the importance of
understanding the specific roles and diverse contributions of the “interlinked, socially
situated actors” involved at every step of the marketing chain (Long and Villarreal, 1998).
Though at the onset, the theory lacked applicability in the field of geography, Leslie and
Reimer (1999) spatialized commodity chains in order to analyse them in a geographical
context. The applicability of this approach for our purposes remains constrained,
however, as it is intended to analyse a single commodity and the multiple transformations
(in form and meaning) that it undergoes, whereas the present study focuses on the trading
system as a whole, in which a multitude of products are traded. Nevertheless, the
commodity chains approach is useful in drawing attention to the multiple exchanges and
negotiations that take place at each node within marketing chains; i.e. in breaking down
networks of trade into smaller components, each with its own significance and influences.
Moreover, it is possible to interpret trading networks as a series of commodity chains

intersecting at common nodes along the way.



Bush (2004) proposes overlaying a commodity chain approach onto a network
typology in order to broaden its perspective. Actor-network theory (ANT) can serve to
conceptualize trade networks by emphasizing the interaction of social and material
processes and by highlighting the importance of understanding the aggregate effects of
multiple actors within the network (Law, 1992; Murdoch 1998; Bush, 2004). This
approach is helpful in informing the assessment of regional marketing chains in this
study. However, it is less relevant to the broader purpose of this research, that is, to
examining the impacts of market access on rural livelihoods. Aside from ANT, the
influence of social actors is recognised in the actor-oriented school (Long, 1992).
Benediktsson (2002) explains how the changing relations of actors to one another leads to
a continual social (re)construction of markets.

Much research in developing areas has identified market access as a key
determinant of livelihoods and resource use (Plattner, 1989a, 1989b; Reardon and Vosti,
1995; Dercon and Krishnan, 1996; Barham er al., 1999; Barrett et al., 2001; Escobal,
2001; Takasaki et al., 2001). However, the concept of ‘market’ is often loosely defined,
and assessments of market integration are conducted with different definitions of markets
(Godoy, 1997a), without a systematic approach or a common understanding of the full
range of effects that market access has on livelihoods.

The livelihoods approach emphasizes the importance of access to vital resources,
assets, income sources and product and labour markets (Chambers and Conway, 1991;
Bebbington, 1999; Ellis, 2000). Ribot and Peluso (2003) contend that access consists not
only in ownership, but rather in the ability to derive benefits from diverse resources (as
much through the ownership of assets as through processes of extraction, product
transformation, exchange, transport, distribution or consumption). Whereas research in
the Peruvian Amazon has begun to explore differences in access to natural resources and
physical and human assets, few studies have focused on access to markets. Padoch (1987)
was one of the first to acknowledge the networks of trade for forest products around
Iquitos. Chibnik (1994) expanded the study of regional markets in his exploration of the
many risks involved with long-distance trading along rivers and within informal product
markets where reliable information is hard to come by. It is only in the historical

assessment of the regional rubber trade of the late 19" century, by Barham and Coomes



(1994), that we begin to analyse the economic rationale behind traditional and
contemporary marketing networks in the Peruvian Amazon.

Few studies to date specifically examine the effects of market access on rural
livelihoods, even though improving access to markets in remote areas is widely
recognized by development practitioners as an effective strategy for improving welfare
(Escobal and Ponce, 2002). Given the absence of market research in riparian
environments, the literature on rural roads can serve as a corollary for the implications of
diversified market access. Many studies in rural areas have highlighted the importance of
accessible product markets. Shanley (2002) explains that shorter distances to reliable
product markets give producers more opportunities to sell their produce at competitive
prices. Gannon and Liu (1997) describe the complementary benefits of improved
transportation in rural India, where better roads significantly decreased transaction costs
for producers while increasing the profitability of their assets. Guimaraes and Uhl (1997)
show how, in the province of Para, Brazil, more efficient transport modes, better roads
and shorter distance to markets decreased transaction costs to producers. Similar findings
were made in rural areas of Peru by Escobal (2000) and de Jong et al. (2001). Focusing
more broadly on livelihoods, research in Ethiopia by Blocka and Webb (2001) revealed
that better access to product markets could promote specialisation into more intensive
agriculture.

Complete assessments of market access, however, must look beyond product
markets exclusively. Indeed, improved transport also has important social impacts, such
as facilitating access to vital services like health and education (Porter, 2002; Escobal and
Ponce, 2002). Moreover, labour, credit, land and insurance markets must be considered as
well (Godoy et al., 1997b). The next section explores these other markets and describes

their nature and scope in the Peruvian Amazon.

1.2.3 Missing markets

Much theoretical debate has focused on the concept and meaning of the market.
Certainly, the interest is warranted, given that the market, in its many forms and scales, is
undeniably a fundamental pillar of social interaction. Far from proposing a renewed
interpretation of the neoclassical concept of perfect and imperfect (or complete and

incomplete) markets, the following assessment of markets in the Peruvian Amazon rests



on the simplified assumption that in order for an economy to function optimally, there
must be markets for all goods and services, and transactions must be accessible to all -
with limitations on transactions costs, information asymmetries and prohibitive barriers to
entry (Yonekura, 1995). In situations where certain markets have failed to evolve or a
weak, transactions will be thwarted as the costs of exchange will tend to outweigh the
benefits (Davidson and Weersink, 1998). In the Peruvian Amazon, markets for credit,
labour, land and insurance are thin or lacking and access even to product markets is
difficult for many.

Research on poverty in developing areas points to the importance of market access
for income generation, insofar as access to markets can facilitate non-farm opportunities
and the accumulation of productive capital (Escobal, 2000; World Bank, 2000; Barrett et
al., 2001; Ellis et al., 2003; BASIS CRSP, 2004). In the Peruvian Amazon, research on
rural livelihoods confirms that differences in wealth (in land and productive assets) are an
important determinant of livelihood choices and opportunities for income generation
(Barham et al., 1999; Takasaki et al., 2001). Together, these studies point to the
importance of asset accumulation as a potential pathway out of poverty, a process that is

severely impeded by incomplete markets (Ellis et al., 2003).

1.2.3.1 Credit

With the closing of the Agrarian Bank in Peru, as part of the macroeconomic
stabilization package implemented by the Fujimori government in the early nineties,
riverine peasants in the Peruvian Amazon lost access to public agricultural credit and
were left to rely exclusively on an informal credit system know in the Peruvian Amazon
as habilitacion (Kjollerstrom, 2002). Habilitacion consists of interlinked credit-output
contracts, similar to the debt-merchandise contracts that emerged during the nineteenth-
century rubber boom (Barham and Coomes, 1994), whereby urban moneylenders advance
credit to rural producers/extractors in exchange for the guaranteed delivery of a product,
typically rice, fish, game meat or timber. Thus, credit and product markets are effectively

interlinked into a single mutually beneficial transaction.”

! Even in subsistence economies, people usually depend on a limited amount of trade (e.g., salt, clothes, etc)
 While some critics and governments have argued that habilitacion is exploitative and places unfair
burdens on its recipients at the expense of unscrupulous moneylenders (Norgaard, 1994), most recent
studies have convincingly demonstrated that more likely than not, the informal system of habilitacion in the



For rural peasants, habilitacion represents not only a source of credit to help
finance costly extractive activities, thereby opening up new market opportunities: it also
provides a guaranteed market outlet for their produce, thereby mitigating some of the
risks and transaction costs (mainly search and transport costs) typically associated with
river trading. Ultimately, the primary benefit of habilitacion for rural households resides
in the fact that interlinked credit-output contracts — through this dual process — facilitate
access to important product markets in Iquitos.

Despite its benefits, the informal system of habilitacion in the northeastern
Peruvian Amazon has two significant drawbacks. First, habilitacion only exists in areas
endowed with key resources, leaving a large proportion of rural households without any
form of access to credit. Second, and more importantly, the credit dispensed in the
context of habilitacion is very limited in its applicability. Whereas research on rural
poverty has suggested that the most beneficial impact of credit markets for the rural poor
lies in their capacity to open up new opportunities for rural households beyond the realm
of own-production — demonstrating that livelihoods constrained to the farm are unlikely
to generate the necessary means to raise a household out of poverty (Reardon et al., 1998;
Barrett et al., 2001) — the credit dispensed in the context of habilitacion is restricted to
highly specific agricultural and extractive activities, i.e., rice production, timber, game
meat and aquarium fish collection. In other words, although habilitacion is certainly
beneficial, it is not a form of credit that can serve as startup capital in order to diversify
income generation. Therefore, just as Escobal (2001) warns of the ineffectiveness of
policies that focus exclusively on increasing farm productivity as a means of augmenting
rural income, it is important to understand the limited scope of habilitacion, which, by
tying down capital to specific resources, essentially restricts the potential benefits of the
credit it provides, thereby perpetuating an economy of extraction.

Although the credit provided by habilitacién may not facilitate income
diversification, the informal system of interlinked credit-output contracts of the
northeastern Peruvian Amazon nevertheless remains effective at doing what it is meant to

do — that is, to link producers with buyers in urban markets within mutually beneficial

Peruvian Amazon was and continues to be an efficient system that benefits both moneylenders and
recipients while facilitating resource extraction (Chibnik, 1994; Barham and Coomes, 1994; Kjollerstrom,
2002).



trading relationships that improve market access. Further improvement of market
opportunities for rural households, however, is contingent on more open and accessible

credit markets.

1.2.3.2 Labour

Many studies have highlighted the positive correlation between improved
transport and access to labour markets (Smith et al., 2001; Lanjouw et al., 2001; Corral
and Reardon, 2001; de Janvry and Sadoulet, 2001; Escobal, 2001). In the context of thin
or missing credit markets, earnings from non-farm employment can be a crucial means
for overcoming working capital constraints (Reardon et al., 1994; Pietola et al., 1998;
Reardon et al., 1999). Income from wage labour typically facilitates income
diversification by allowing rural households to invest in productive assets (such as seeds,
fishing nets, a shotgun or a motor), to improve access to product markets or to overcome
substantial barriers to entry into other non-farm income generating activities such as the
informal trading sector (e.g., buying produce in bulk from local households to sell in the
urban market, opening a shop or engaging in petty trade with nearby villages). If
diversification into wage-earning labour is possible, it is assumed that rural households
have a fair opportunity to lift themselves out of poverty by generating new market
opportunities for themselves (Barrett et al., 2001).

The potential for off-farm income generation in the northeastern Peruvian
Amazon, however, is very limited (Chibnik and de Jong, 1989). Outside of the city of
Iquitos (capital of the Department of Loreto) and a few secondary urban centers, namely
Requena, Nauta, Tamshiyacu and Yurimaguas (see Figure 1.1), labour markets are thin
and opportunities for wage employment are sparse and temporary at best (Takasaki ef al.,
2001). In rural villages, where large workforces are often needed to accomplish labour-
intensive tasks (such as clearing land, weeding and harvesting), households usually resort
to communal work parties (mingas), since few households can afford hired labour
(Chibnik and de Jong, 1989). With missing labour markets (as well as missing credit
markets), most rural households must rely solely on product markets for their income

needs, making capital accumulation very difficult.
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1.2.3.3 Insurance

Formal markets for insurance are also absent in the Peruvian Amazon (Chibnik,
1990). For traders, this means that they must manipulate the terms of trade in order to
self-insure against losses. Given that long-distance river trading entails a substantial
amount of risk (Chibnik, 1994), and that these risks are exacerbated by wildly fluctuating
market prices in Iquitos (Padoch, 1987), traders must generate significant surpluses for
self-insurance, which inevitably inflate costs for producers (Barham and Coomes, 1994).
Ultimately, the brunt of insurance is born by rural producers who must either pay a high
premium to sell their produce in the market or limit their level of engagement in the
regional market economy. In this way, the absence of regional insurance markets directly
affects access to urban product markets, especially for more remote rural households who

depend on long-distance itinerant river traders.

1.