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Background Case Study Results
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Conclusions

Hypotheses & Analytic Methods

Hyp,: Price of papaya in MdD is sensitive to changes in local supply of papaya
Hyp,: Price of papaya is not impacted by changes in local supply of papaya

Hyp,: Price of cacao is not impacted by changes in local supply of cacao
Hyp,: Price of cacao is sensitive to changes in local supply of cacao

FINCAS LAS PIEDRAS AGROFORESTRY |

e 54-hectare property in Madre de ‘
Dios, Peru; partially forested

e Cacao-dominant agroforestry
complex as tool to reforest
degraded agricultural lands

* Rows planted 3 meters apart,

trees placed 15 meters apart

from each other

 Papaya prices appear influenced by local supply, most demand local
* High supply elasticity for papaya suggests prices will respond to changes in
production
* If papaya production decreased, prices would rebound, stabilizing or
reversing the downward spiral
 (Cacao production in MdD appears to be not correlated with price; local cacao
prices in MdD likely track global cacao prices
 Primary barriers to entry for cacao production are knowledge and capital
 Domestic and international political/economic incentives urge movement
towards cacao production, especially for small farmers (SERVIAGRO)’
e Joint/communal initiatives help finance small-scale farmers
 (Cacao production expected to increase in the next 5-10 years

To test hypotheses: Isolate impact of supply/demand of commodity on price of
commodity through use of instrumental variables.

ELASTICITY ANALYSIS USING INSTRUMENTAL VARIABLES
Papaya

z. = Rainfall in Madre de
Dios within past year

Cacao
z, = cacao yield (kg/ha)
X = cacao supply
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Z, = papaya pricle in Mexico y = 22222 Zreircneand The Finca las Piedras agroforestry complex is the first * More involvement in cacao farming will diversify agricultural sector, less
X = pdadpaya suppiy u= . . . .

y = papaya price step in a planned local network of cacao agroforestry vulnerable to localized weather events (intense rain, etc.)

u = papaya demand Wright, 1928: plots. The near future may hold a transfer of a large  With an expanding ecotourism sector, and potential for high agroforestry

output, Madre de Dios may become an icon of not only immense biodiversity,
but also of wholesome human-forest interactions.

portion of the agricultural sector to agroforestry in an
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