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Preface

The present volume incorporates the major results of research
carried out at the Rural Employment Policies Branch of the ILO on
the alternative forms of agricultural organisation for rural develop-
ment. Several points need to be noted about the purpose and
contents of the volume. An attempt was made to include in the case
studies examples of the major forms of institutional organisation
that prevail in the contemporary developing world. However, the
editors recognise that the collection of case studies does not fully
succeed in achieving this objective in as balanced and comprehen-
sive a way as they would like. For example, it would have been
desirable to have a better, and geographically more balanced,
representation of cases belonging to the category of private farm-
ing. All the three cases included in the present volume are from
Asia, and it would clearly be desirable to include one or more
studies on some Latin American experience. While this was the
intention, the actual organisation of the studies was obviated by the
lack of the necessary technical manpower and the availability of
suitable collaborators at the time. In comparison, the representa-
tion of the communal forms of organisation would appear to be
proportionately greater. One should, therefore, note that in com-
parison with those of private agriculture the case studies of com-
munal agriculture have been able to capture more of the variations
in performance. However, two out of the three cases of private
agriculture studied in this volume are those which are claimed to be
outstanding successes.

The purpose of the present volume is not to try to identify the best
agrarian system. This is why comparison between systems has
generally been avoided. The focus has rather been on the identifica-
tion of the conditions of success under each system. To do so it is
much more important to compare the performances of the cases
within each broad system. This is what the editors have tried todo in
Chapter 1 while allowing the individual studies to concentrate on
the successes and failures of each case.
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The justification of this approach is obvious. The choice of an
agrarian system is the result of a multitude of complex factors —
historical, political and social — and it would be highly presumptuous
to try to identify (on the basis of a set of criteria which is inevitably
narrower than would be dictated by objective reality) the best
system that each developing country should adopt. Furthermore, as
clearly emerges from the case studies and the discussion of Chapter
1, even on the basis of the limited criteria that have been employed
in the present set of studies, one cannot unambiguously identify the
system that performs best.

Six of the nine case studies were actually carried out by the
members of the staff of the Rural Employment Policies Branch of
the ILO. The remaining three — those on India, Guyana and Cuba -
were carried out by collaborators who are recognised experts of
outstanding ability in the respective fields. Every effort was made to
ensure a basic uniformity of approach throughout the case studies
but, understandably, this is a matter on which complete success is
virtually impossible to ensure.

The book is being published on the eve of the World Conference
on Agrarian Reform and Rural Development of the FAO (which
will be held in July 1979). The FAO maintained close contact with
the ILO in the planning and preparation of the Conference. It is
hoped that this volume will represent a major contribution to the
Conference.

In organising the present studies the editors received a great deal
of help from their colleagues in the ILO. Mrs. Antoinette Béguin,
the Chief of the Employment and Development Department, pro-
vided constant help and encouragement — moral, intellectual and
material. A large number of colleagues, too numerous to list
individually, contributed to the quality of the volume by helpful
comments and suggestions.

The Swedish Agency for Research Co-operation with Develop-
ing Countries (SAREC) deserves special gratitude for its generous
grant from which much of the external collaboration and travel cost
was financed. Those outside the ILO who deserve particular men-
tion for their help on one or more of the chapters are: Amiya K.
Bagchi, Keith Griffin, L. R. Khan, Atiur Rahman, Justinian
Rweyemamu and M. Solaiman.

The editors owe a special debt of gratitude to Sandra Berlinka,
Anne-Marie Causanillas, Frances Kaufmann, Jean Millar, Mer-
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cedes Richards, Deborah Russell and Jane Stanleick who helped
with the technical preparation and typing of the manuscript. Evelyn
Schaad went beyond the ordinary call of duty in providing extensive
help on documentation.

International Labour Office The Editors
December 1978



1 Alternative Agrarian Systems and Rural
Development in the Third World

The Editors

1.1 Objectives and contents of the studies

The idea of rural development as the cornerstone of the growth
strategy for the Third World, as distinguished from growth through
industrialisation, has become a part of the ‘new-orthodoxy’ in
development literature as well as in official plans. It has also become
increasingly recognised that rural development cannot be viewed as
a narrow technical problem of increasing production by combining
the skills of the plant geneticists, agricultural chemists and transport
engineers. The problem is a much wider one, of developing approp-
riate organisations and institutions to mobilise and induce members
of the rural society to greater productive effort, to help them to
overcome the constraints in the way of utilising available resources
and to enable them to distribute the results of their effort equitably
among themselves. The attention of the development planner is
naturally turning towards the question of the appropriate forms of
organisation and institutions within which the objectives of rural
development can be achieved most rapidly in a given situation.

The purpose of the present volume is to analyse the performance
of some of the different forms of organisation and institutions — the
alternative agrarian systems — in promoting rural development in
given historical circumstances in recent times. With this objective in
view a number of experiences varying from private peasant agricul-
ture to communal land systems have been studied.

The nine case studies in the present volume can be divided into
three broad categories of agrarian systems. First, is the system of
individual farming carried out under private ownership of land and
other means of production. The distinctive feature of this category
is the predominance of peasant farming in the framework of a
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private agriculture. In our study South Korea, India and Bangla-
desh are included in this category. Secondly, and at the other end of
the spectrum, is the system of communal farming carried out under
collective and/or social ownership of land which is studied with
reference to three major experiences: China, the Soviet Central
Asian Republics and Cuba. Finally, there is an imprecise inter-
mediate category in which one can place Egypt, Tanzania and
Guyana. In the latter two countries collective and private ownership
of land and means of production coexist. In Guyana the dominant
plantation sector has been nationalised and is now organised as
state farms while a system of production co-operatives is being
implemented in the peasant sector. Similarly in Tanzania, the estate
sector is now largely run as parastatal farms and in the peasant
sector communal production under the Ujamaa system is gradually
being extended. Egypt, however, presents a borderline case. While
there is no communal ownership of land, there is, nonetheless, a
comprehensive system of supervised co-operatives through which
the state enforces land consolidation, regulates certain aspects of
agricultural production such as crop rotation and implements a tight
procurement system. Moreover, membership of these co-
operatives is compulsory, distinguishing the Egyptian system from
the usual pattern of voluntary co-operatives with partial coverage
and limited functions which prevail in most developing market
economies. In addition it could be claimed that particularly in the
1960s, the Egyptian agrarian reforms occurred in the context of a
substantial extension of state ownership in the economy and that
there was reason to believe that the system of co-operatives would
develop into a fully-fledged system of producer co-operatives.

In spite of these imprecisions, it could be argued that the typology
that is being suggested provides a convenient framework of
analysis. It conforms to the broad categories in terms of which most
people think and in which the countries concerned prefer to project
their own experiences. Thus, individualistic private farming, as a
polar case, is identified with either a pure or mixed form of agrarian
capitalism. Communal agriculture, another polar case, is the form
of rural organisation under revolutionary socialism. The inter-
mediate category is frequently offered as a middle course which
avoids the extremes of the two polar cases.

While most people think in terms of the above broad typology, in
reality each type includes a wide variety of agrarian structures. This
is exemplified even by the experiences studied in this volume. Of
the three cases that have been included as examples of individualis-
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tic private farming, South Korea, India and the Comilla experiment
in Bangladesh, the first is an example of private farming which
followed a highly egalitarian land reform, while in the other two
cases the distribution of landownership remains quite unequal. The
examples in the intermediate category included in the study are, as
has been discussed above, also considerably different from one
another. Even the three cases of communal agriculture included in
our study differ substantially in organisation. In Cuba about a third
of arable land is cultivated by private peasant households while in
the remainder state and collective farms operate. In Soviet Central
Asia and China peasant agriculture as a separate sub-system has
long ceased to exist. But these two latter cases differ significantly in
terms of the degree of decentralisation, the importance of private
plots and the systems of payments and incentives.

The examples chosen almost always refer to cases which might be
construed as attempts to overcome the problems of underdevelop-
ment and poverty by way of organisational and institutional innova-
tion. Perhaps India constitutes a case that does not quite fit this
description. But it is unthinkable to exclude completely from a
study of this kind a country of India’s size and importance. Also,
India experimented with a major shift towards a growth-orientated
strategy besides trying out some innovative projects (for example,
the Comprehensive Area Development Programme in West Ben-
gal) on a smaller scale.

The purpose of these studies is to evaluate the performance of the
alternative agrarian systems in order to identify the major factors
conducive to agrarian change, the main problems faced by each
system and, by so doing, perhaps suggest policies that might im-
prove the performance of each. In planning the present studies it
was intended to ensure a certain uniformity of approach by evaluat-
ing the performance of each case on the basis of a number of
common criteria. The first criterion is productive efficiency: the
extent to which each system succeeded in promoting growth on the
basis of an efficient use of resources. Secondly, we asked to what
extent each system succeeded in providing employment and pro-
moting an egalitarian distribution of income. Thirdly, we looked
into the ability of each system to generate surplus to sustain its
growth on the basis of self-reliance. Besides these criteria an
attempt has occasionally been made to determine the performance
of the system in promoting popular participation and in satisfying
basic human needs.

While an attempt was made in most of the case studies to adhere
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to the above criteria, it will be obvious to the reader that in some
cases the emphasis differs quite markedly. Thus the performance of
the strategy in India, itself a stylised summary of many different
sub-strategies in a vast country, is evaluated very differently from
the other standard cases. In evaluating the Cuban experience the
lack of information on certain aspects has resulted in a different
balance between various criteria. In analysing the Chinese perfor-
mance a much greater emphasis has been placed on the system of
incentives which constitutes an overwhelmingly important aspect of
managing a collective agriculture. We believe that in spite of these
differences the case studies incorporate a basic unity in the evalua-
tion of performance and that the differences in emphasis and
methodology from one case to another more often constitute
interesting variety than irritating inconsistency.

Having outlined the rationale for the choice of case studies and
the criteria that have been used to evaluate the performance in
these cases, it still remains for us to explain the term ‘agrarian
system’ which we have used as an organising concept throughout
most of this study. In using the term ‘agrarian system’ we wished to
draw attention to four key elements which recur in the analysis in
several of the case studies. These are the pattern of landownership,
the organisation of agricultural production, the structure of incen-
tives and the overall economic context in which agriculture is
situated. Although the relative importance of each element varies
from case to case, together they constitute acommon analytical core
which runs through the case studies. Thus our scheme of analysis
focuses on these key elements and their interrelationships. In the
following we shall consider each of these elements in turn.

The pattern of landownership determines the basic character of
an agrarian system but is by no means a sufficient basis for analysis.
For instance, within a given system of landownership, whether
private or collective, there can be major differences in the organisa-
tion of agricultural production, in the structure of incentives and in
the relationship with the non-agricultural sectors. Such differences
can therefore influence crucially the performance of a given system
of ownership. Within a system of private ownership, the degree of
concentration in landownership is a crucial variable. A highly
concentrated pattern of ownership implies that the organisation of
production will be based on either a system of small tenancies or on
large estates using landless agricultural labourers. In either case, a
large pool of landless labour will be present. It is only with a
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relatively egalitarian distribution of landownership are we likely to
find owner-operated family farms as the dominant form of produc-
tive organisations. Similarly, under collective ownership of land, the
organisation of production units can vary considerably. Production
units can vary in scale, in the degree of decentralisation, in decision-
making and in the payments system that is used.

It is also clear from the foregoing that the pattern of ownership is
linked to the form of productive organisation that is in force and
that this in turn is linked to the structure of incentives. In a system of
private ownership of land, it is the market which determines incen-
tives or the lack of them. An unequal pattern of landownership
often implies unequal market power and consequently a heavy
burden of rent on tenants, wages at or below subsistence levels and
the existence of a large pool of landless labour. The ‘incentive’
structure does therefore depend as much on the sanction of a loss of
subsistence as on the prospect of private gain. In contrast, under a
system of collective ownership, employment and subsistence are
guaranteed (even though at times it may mean sharing of under-
employment) and the problem of incentives reduces itself to one of
finding an appropriate balance between private and collective
incentives and the necessary degree of dependence on incentives
which would satisfy the objectives of overall growth, accumulation
and income distribution. The efficacy of a given structure of incen-
tives is thus a central element in analysing the performance of
alternative agrarian systems since it impinges upon the issues of
poverty and income distribution, accumulation and growth of pro-
duction.

A major constraint on the structure of incentives is the nature of
the relationship between agriculture and the rest of the economy. In
all systems, the rate of surplus extraction from agriculture has an
important effect on the total income that is available for distribution
under a given payments system, and hence on production incentives
and income levels. Furthermore, the rate of labour-absorption into
non-agricultural sectors and the flow of investment funds between
sectors can either aggravate or alleviate the development problems
of the rural economy. The impact of these ‘external’ relationships of
the agricultural sector must therefore feature in any overall evalua-
tion of the performance of a given agrarian system.

It should also be clear from the foregoing that these elements can
be viewed as interlocking parts of a system. The interrelationships
between these parts can be seen most clearly in cases of transition
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from one agrarian system to another. For instance a change from
private to collective ownership will involve the introduction of new
forms of organisation of production and a new structure of incen-
tives to replace the old. The rate of surplus extraction and the
mechanisms by which it is achieved will also have to change.
Similarly, any major change within a given system such as the
introduction of a new technology will require simultaneous atten-
tion to all these elements. The diffusion of new technology under a
system of private ownership will be thwarted by extreme inequality
in landownership and can lead to increasing inequality under exist-
ing payments systems. Thus a thorough shift to a new technology
may require a change in the pattern of landownership, the organisa-
tion of production and in the structure of incentives if growth and
equity are to be preserved.

Thus the term ‘agrarian system’ is, we believe, more than merely
a portmanteau. It is a convenient organising concept which has
enabled us to ensure at least some measure of analytical consistency
throughout the case studies in this volume.

1.2 Alternative agrarian systems: performance, problems and
policies

In this section, we shall present, separately, overall evaluations of
the performance of each of our three types of agrarian systems. The
intention is to synthesise the observations about performance as
well as problems and policies that are contained in the individual
studies.

(a) The system of individual farming
Under this category we have encompassed the polar cases in the
conventional scale of economic achievement; the South Asian and
the East Asian ‘models’ of economic development. On the one
extreme, we have Bangladesh with declining levels of per capita
income and, on the other, South Korea, a superstar in the GDP
growth league. In what sense do they belong to acommon category?
The answer is that they both have agrarian systems based on the
private ownership of land and agricultural production is based on
individual farming. The economic distance between them does not
destroy the validity of this classificatory principle; rather, it demon-
strates, as we shall argue, the widely divergent outcomes that are
possible within a given system of landownership.
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In Bangladesh, the rate of growth in agricultural output per capita
during 1950-73 has been negative (—1.1 per cent per annum).
Over the same period, India has had only a moderate rate of growth
(0.8 per cent) while, in contrast, the rate of growth has been three
times higher in South Korea (2.3 per cent).! At the same time, there
is little doubt that the numbers in absolute poverty (defined conser-
vatively as inadequate food intake) in the rural areas of Bangladesh
and India have increased whereas it is highly likely that absolute
rural poverty no longer exists in South Korea.

The dangers of drawing a naive morality tale from these stylised
facts are considerable since they subsume within them complicated
economic and political factors. Without pretending to provide more
than a partial explanation, however, we would single out the
difference in the degree of land concentration as a central differen-
tiating characteristic.

In the two countries on the Indian subcontinent, landownership is
highly concentrated and powerful landowning interests exist. The
agricultural surplus is also highly concentrated and a substantial
proportion of the rural population live in poverty as small tenant
farmers and landless labourers. As is well known, under such an
unequal structure, institutional monopolies exist in the land and
labour markets and the rural rich can influence the political and
administrative structure in their favour. There is thus a strong
tendency for inequality in the distribution of wealth and income to
increase, and for poverty to be perpetuated.

Within such a structure and in the absence of a major shift in
political power in the countryside, there are limited options in rural
development strategy. Maximising the rate of growth and hoping
for ‘trickle down’ to occur is often seen as the only way out of the
‘poverty trap’ within the given economic and political constraints.
Such a strategy, however, as the Indian case study demonstrates,
rarely succeeds in bringing about the requisite broad diffusion of a
new technology and in increasing the rate of labour-absorption in
agriculture. The new technology is beyond the means of the poor
majority and its introduction exacerbates inequalities and often
leads to an absolute deterioration in their welfare.

The need for full diffusion of the new technology and to coun-
teract its disequalising and deleterious effects is usually recognised,
but effective instruments for attaining these objectives do not exist.
The usual instrument adopted is some form of administrative
intervention designed to counteract the exclusion of the poor due to
highly imperfect markets. Thus co-operatives are instituted as
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distribution channels for new inputs and for credit, and extension
services are created as the sales network for the disembodied part of
the new technology. ‘Comprehensive’, ‘integrated’ approaches are
launched in the hope that a ‘big push’ will do the trick better.

But as the Bangladesh study shows clearly, such improvisations
cannot easily overcome the combined forces of entrenched
economic and political interests. ‘Co-operative capitalism’ as the
means to broad-based rural development is difficult to achieve in a
situation where assets are very unequally distributed and a substan-
tial minority are dispossessed and destitute. It is true that the
Comilla experiment does show that a massive concentration of
resources in a small area and generous subsidies on new inputs can
generate impressive increases in output. But it also shows that even
in such an artificially favourable situation, an equitable distribution
of income was not achieved, marginalisation and further misery
were not arrested and the use of the co-operatives in the interests of
the rich was not prevented. Worse, it is even doubtful if the
co-operative infrastructure per se, as opposed to the infusion of
heavily subsidised new inputs, made any independent contribution
to the observed growth.

The studies on Bangladesh and India also show that, even the
simple growth objective, when it is directed to the rural economy as
a whole and not merely to an experimental enclave, is extremely
difficult to attain. In India, the various mutations of a growth
strategy over a quarter of a century have not achieved an accelera-
tion in the rate of agricultural growth, while in Bangladesh the
attempt to replicate Comilla has had no perceptible effect in
stemming the fall in per capita agricultural output. Thus even the
feasibility of promoting sustained growth on a national scale has yet
to be demonstrated.

A central contradiction inherent in a growth strategy within a
highly unequal agrarian structure is that such a strategy requires,
and obtains, the lion’s share of investment funds for agricultural
development. The logic of a growth maximisation strategy dictates
that resources should be concentrated on progressive farmers and
regions. There is consequently relatively little in the way of de-
velopment resources that will be left over to deal with the mass
poverty that remains unalleviated by growth. Thus, the opportunity
cost of growth that does not ‘trickle down’ is the benefit that could
have been derived from using these investment funds in a direct
attack on poverty. It is little wonder therefore that resources
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devoted to ‘small farmer programmes’ and to public works schemes
have been puny in relation to estimated requirements. Thus, a
Paretian justification for a growth strategy is patently unconvincing;
those who lose absolutely are not compensated, both because
benefits do not ‘trickle down’ and because the demands of growth
leave little for the implementation of compensatory, ‘poverty-
orientated’ schemes.

If the impression we are left with thus far is that an agrarian
system based on the private ownership of land can be a develop-
mental morass, then the case of South Korea constitutes a timely
counter-example. It shows that a radical land reform can, at a
stroke, remove the deadweight of landlordism and install a system
of egalitarian peasant farming which ensures growth without mass
destitution.

Prior to land reform, South Korea suffered from the sub-
continental syndrome of today: endemic rural poverty, a tenancy
system characterised by burdens of high rent and an extreme
concentration of agricultural surplus. It also had one of the most
unfavourable land to man ratios in the world. Against such a
background, the land reform needed to be drastic, and drastic it
was. Expropriation was almost total; the ownership ceiling was set
at a level that ensured near-universal access to land; and firm
provisions were instituted to prevent the re-emergence of dis-
equalising tendencies. There was thus a drastic reshuffling of the
claims to land and the rules of the game were then redefined to
exclude extreme polarisation. Yet within these constraints, the
system remained one based on individual farming.

The post-reform system based on very small family farms has
obviously worked. The egalitarian base created by land reform has
resulted in the easy diffusion of new inputs and there is conse-
quently a broad uniformity in production conditions across farms of
all sizes. Growth in ouput and productivity has been impressive
while the broad access to asset ownership guaranteed by the reform
has ensured that the benefits from growth have been widely shared.
The South Korean case also shows, however, that disequalising
forces will still continue to operate even after a drastic reform and
restrictions on land tenancy are required.

The simple juxtapositions of the preceding paragraphs need,
however, to be qualified. There were several factors specific to the
Korean case which made the transition to a more egalitarian system
feasible. The reforms took place in the immediate aftermath of a
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major social upheaval and the pre-reform system of small tenancies
and the absence of widespread landlessness made the conversion to
a system of family-operated farms easier. Furthermore, the level of
agricultural productivity was already high at the time of the land
reform and thus favourable preconditions for further growth al-
ready existed. Finally, the task of rural development in South Korea
has been greatly facilitated by its extraordinary rate of export-led
industrial growth. Labour-absorption in industry was extremely
high and since 1969 the rural population has been falling.

In conclusion, we would say that our case studies show that gross
inequality in landownership is the dominant obstacle to broad-
based rural development. Thus, where feasible, a radical land
reform offers a swift way out from mass rural poverty and the
post-reform system, as the Korean case has shown, can still be based
on individual farming. Where such a reform is not possible the task
will be very much more difficult.

(b) The intermediate category
Within this category Guyana and Tanzania provide interesting
points of comparison in terms of the problems of transforming
underdeveloped agrarian structures, so in what follows we shall deal
first with these two countries before discussing the case of Egypt.
The agrarian structures which were inherited by Guyana and
Tanzania from their colonial past could broadly be described as
dualistic and dependent, but with significant differences on several
points. Although plantations existed in both countries, Guyana was
much closer than Tanzania to the model of a pure plantation
economy.? One crop (sugar) and one multinational corporation
(Booker McConnell Ltd) attained a prominence in the Guyanese
economy which had no parallel in Tanzania. In addition, the
Guyanese economy was built on the basis of importing African
slaves and Indian indentured labour and little survives of the
indigenous Amerindian population. The peasant agriculture that
has developed in Guyana originated from the attempts of the
imported plantation labour to break away from a strong depen-
dence on the plantation system. In Tanzania, by contrast, a planta-
tion sector intruded into a large pre-existing indigenous system of
peasant agriculture without destroying it. Thus, although by 1961
the plantation sector had come to account for 20 per cent of total
cultivated land and the bulk of agricultural exports, the vast
majority of the Tanzanian population still earned their livelihood in
traditional agriculture.



Alternative Agrarian Systems in the Third World 11

These differences in initial conditions account for the difference
in emphasis in their respective strategies for agricultural transfor-
mation, although both countries espoused a form of ‘socialist’
ideology. In Guyana the focus was on nationalising the plantation
sector, whereas in Tanzania it was on transforming the peasant
economy through villagisation and the fostering of communal pro-
duction on the Ujamaa model. At the same time, however, Guyana
did have plans for introducing ‘co-operative socialism’ in the peas-
ant sector and Tanzania did nationalise her estate sector.

It is difficult to evaluate the achievements of these strategies for
agricultural transformation in these two countries. In neither case
has there been an established alternative agrarian system for long
enough to permit a meaningful evaluation; the main changes have
been too recent. All that can be done is to give a qualitative
assessment of the direction of change that occurred under these
strategies and to identify the key problems that remain to be
overcome.

One problem that both countries face is that of growing differen-
tiation among the peasantry. In Tanzania this process was still not
very marked at the time of the Arusha Declaration in 1967, but the
trend was clearly towards increased differentiation. This was one of
the major factors which prompted the attempt to pre-empt this
development through the institution of a system of Ujamaa villages.
Private land on new settlements was equally allocated and com-
munal production in both agricultural and non-agricultural ac-
tivities was actively encouraged. Furthermore ceilings were im-
posed on private landownership and restrictions were placed on the
hiring of permanent agricultural labourers. The principle of equal
distribution of land on new settlements was also followed in non-
Ujamaa ‘development villages’. Although the land distribution
remained unchanged in settled villages, the massive extent of
villagisation that had occurred by 1976 indicates that this principle
of distributing new land would have made a significant contribution
to ensuring equal access to land among the Tanzanian peasantry.
Moreover, communal production on the Ujamaa model, although
still of a relatively limited scale, together with communal action in
non-agricultural activities would have also made some contribution
to greater equality in income and asset distribution. The quantita-
tive impact of these changes cannot be estimated precisely. It
remains true, however, that if these measures are applied consis-
tently, and if steady progress were made towards increasing com-
munal production, then the Tanzanian strategy would succeed in
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ensuring a far greater degree of equality than would prevail under a
system of laissez-faire.

It is also important to note that the Ujamaa and villagisation
programme in Tanzania does not appear to have caused any serious
disruption in agricultural production in spite of the vast resettle-
ment of the rural population and the other problems of transition
that were involved. Villagisation often meant the shift from an
extensive to an intensive mode of cultivation and the adoption of
new agricultural technology. Furthermore, in Ujamaa villages com-
munal production meant the introduction of an entirely new institu-
tion with many attendant organisational problems.

In Guyana, on the other hand, little real progress has been made
so far towards building ‘co-operative socialism’ among the peasan-
try. According to Thomas, ‘Co-operatives have resulted primarily
in the creation of barely disguised agencies of state or estate
control.’? Differentiation of the peasantry has proceeded to a much
greater extent in Guyana and in spite of the fact that, like Tanzania,
it is a land-abundant country (with a population density of 10
persons per square mile) landlessness and land-hunger among the
peasantry were very real problems. This situation arose from the
need of plantations to preserve an adequate labour supply by
discouraging the emergence of an independent peasantry, the pre-
empting of the best land and of investment funds by the plantations
and the fact that the heavy cost of opening up new land ruled out
spontaneous settlement by peasants. In addition, the nationalisa-
tion of ‘the plantation sector’ in Guyana has not been followed up
by any moves for land reform in the peasant sector, or to reduce
land-hunger through a vigorous resettlement programme.
Moreover, the unfavourable relationships which bound the sugar-
growing section of the peasantry to the plantations have as yet been
unchanged. Similarly, production relations within the nationalised
sector remain unchanged and a ‘confrontationist’ system of indus-
trial relations, a high degree of absenteeism, low wages and poor
working conditions still prevail. There has thus been as yet little
tangible change in the condition of the Guyanese peasantry and
plantation workers arising from nationalisation and the inaugura-
tion of co-operative socialism.

In considering this record of agricultural transition in these two
countries, certain fundamental problems can be identified. One is
that of devising appropriate incentives in the process of agricultural
transformation. In Tanzania, this issue is crucial for inducing faster
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growth in communal production, which at present accounts for only
a small fraction of total agricultural output. Since private ownership
of land still predominates, it is important to find means other than
mere moral suasion to induce communal action if the Ujamaa ideal
is to be achieved within a reasonable period. Similarly, in Guyana,
‘co-operative socialism’ among the peasantry can only be attained if
appropriate incentives are created to replace the present unfavour-
able system which binds peasant producers to plantations and the
huge inequalities in landownership within the peasant sector are
redressed.

A second problem is that of reorganising and transforming the
relations of production within the nationalised sectors in both
countries. If nationalisation is to have a far reaching impact on the
welfare of the rural population as a whole, then more than a simple
legal transfer of ownership is required. In particular, the structure of
production may have to be reorganised to meet the requirements of
an overall rural strategy. Continued dualism and the concentration
of resources on the plantation sector as a convenient means of
extracting a surplus for the non-agricultural sectors, may be incom-
patible with the overall goal of egalitarian rural development.

The final consideration relates to the policies that are followed in
relation to settlement patterns and the allocation of new land in
land-abundant countries such as Tanzania and Guyana. In the latter
country, the historical obstacles to new peasant settlements have
not been overcome and consequently land-hunger as well as what
Thomas calls the ‘disintegration of rural communities’ remain as
serious problems. Since plantations occupy the best land and the
extension of the land margin, in spite of the huge potential, is
difficult, attention would have to be focused on a comprehensive
land reform (covering both plantation and peasant land) to ensure
equitable access to land and a balanced pattern of rural settlement.
In Tanzania, on the other hand, the extension of the land margin has
occurred far more easily. Under the traditional pattern of extensive
cultivation, expansion of cultivated area has been possible without
infrastructural investment. The control of the state over access to
land is thus much looser than in a land-scarce country or one where
new settlement is not possible without heavy infrastructural invest-
ment. The justification for altering the pattern of settlement
through villagisation thus lies less in the need to ‘grant’ land thanin
the imperatives of increasing agricultural productivity, reaping
economies of scale in the provision of social services and bringing
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about the eventual socialist transformation of rural society. This
implies that, unless the benefits of villagisation are immediately
obvious to the rural population, either progress would have to be
gradual or a certain degree of compulsion would have to be applied.
The Tanzanian experience is indeed one where a reliance of
gradualism gave way to a greater reliance on compulsion in the
programme of villagisation. We have noted earlier that villagisation
in Tanzania offered an opportunity for influencing the distribution
of land towards greater equality and that the principle of equal
distribution of new land ensured that this was realised. It remains
true, however, in Tanzania as in Guyana, that the extension of the
land margin cannot be a substitute for comprehensive land reform.
In Tanzania, the inequalities in ownership in the regions with long
established settlements (and which also happen to be the more
prosperous regions) would have to be dealt with in the course of the
socialist transformation.

Turning to the case of Egypt, we observe that successive agrarian
reforms beginning in 1952 have virtually eliminated the very large
landownerships and created an extensive network of co-operatives,
but left ownership almost exclusively in private hands. However,
the state control over the agricultural sector was extended and this
enabled it to manipulate the inter-sectoral terms of trade insuch a
way as to ensure the transfer of agricultural surplus to the modern
sector.

In evaluating the performance of the post-reform agrarian system
we shall concentrate on growth, distribution and the disposal of the
agricultural surplus.

The growth performance of Egyptian agriculture over the last
twenty-five years has, on the whole, been slow. The average annual
growth rate of agricultural value-added did not exceed that of
population. Certainly, the 1950s and 1960s witnessed an accelera-
tion in growth, mainly reflecting the impact of improved co-
operative services and the effect of the new crop rotation system.
But by the end of the 1960s there was a slow-down in growth due to
the combined effect of a number of factors, most important of which
were the lack of continued investment in agriculture infrastructure,
the decline in co-operative services and a lack of resources to
transform the technique of production (which in turn was due to the
squeeze to which agriculture was subjected).

As regards land and income distribution, the initial period of
agrarian reform witnessed a definite reduction in inequality and a
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drop in the magnitude of absolute poverty. But by the beginning of
the 1970s the equalising effects of the reform were thinning out, and
this, together with a rapid population growth, explains the increase
in inequality and impoverishment. After 25 years of
agrarian reform, we find that the initial inequalities in rural Egypt
were not fundamentally diminished: 40 per cent of the households
were landless and 35 per cent lived in poverty. Moreover, the slow
growth of agriculture, on the one hand, and the inability of industry
to absorb the new entrants to the labour force, on the other,
aggravated the employment situation. This led to the rapid ‘tertiar-
isation’ of both the rural and urban sectors as the rural poor who
face limited access to land and have no prospect of employment in
agriculture, try to earn their living.by joining the ranks of the
so-called ‘informal sector’ in urban areas, and by engaging in low
productivity activities such as handicrafts and petty trade.

Government policies towards the rural sector have compounded
the problems of ensuring growth and equitable distribution. A slight
improvement in real per capita rural income during the 1950s and
1960s was followed by stagnation, and the rural-urban differentials
in real per capita incomes have been widening. A key factor
explains these disparities. In Egypt, the government has, until
recently, manipulated the inter-sectoral terms of trade in such a way
as to be able to squeeze agricultural surplus. The effect of these
policies was a net transfer of agricultural surplus to finance capital
formation in the rest of the economy. After allowing for govern-
ment investment in agriculture, the net outflow of surplus from
agriculture amounted to 15 per cent of agricultural income in Egypt
over the period 1960-75.

The attempt to achieve a rapid and egalitarian rural development
through major institutional change in Egypt no doubt resulted in
initial gains, but since these reforms did not continue, the forces of
the system, mainly the inherent inequalities, acted in such a way as
to erode these gains.

(c) The system of communal farming

The stereotype of a communal agriculture that most people have in
their mind is based largely on a popular version of the Soviet
collectivisation experience. It conjures up a picture of sluggish
growth, egalitarian income distribution and a high rate of involun-
tary accumulation imposed by the state policy of transferring
resources from agriculture to industry. The three experiences
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analysed in the present volume substantially contradict this
stereotype. They also make neat generalisations impossible.

The growth performance of Cuban agriculture, except in very
recent years, has not been encouraging. But in Soviet Central Asia
collective agriculture served as a vehicle for rapid growth especially
after the first half decade of collectivisation. In China, in spite of
some vicissitudes, the communal agriculture achieved a reasonably,
though not a spectacularly, high long-term rate of growth. Clearly,
collectivisation does not necessarily condemn agriculture to stagna-
tion. Nor is it a sufficient condition for rapid growth. One must go
beyond the mere fact of collectivisation and look into the details of
organisation and policies within the framework of which the system
works. As we shall discuss below and as is evident from the case
studies, the performance depends largely on the proper evolution of
what may broadly be called a system of incentives.

In the provision of employment and egalitarian distribution of
income, the performance of the system, as exemplified by the three
cases, is uniformly good. Employment is guaranteed and sometimes
imaginative provisions are made to overcome the problems of
seasonality and to ensure greater participation of women. Basic
human needs are by and large satisfied; in the areas of health,
education and social security especially, the production units serve
as the organisational framework for the provision of services.
Poverty, in the sense it prevails in large parts of Asia, Africa and
Latin America, is virtually unknown.

It is, however, not true that collectivisation automatically and
easily overcomes all inequalities in the distribution of income. For
Cuban agriculture the relevant information is not available, but in
both Soviet Central Asia and China significant, even considerable,
inequalities in rural income distribution persist. Such inequality
derives from difference in earning capacities of individual members
(aggravated by the difference in their dependency ratios) within a
basic production unit, differences between basic production units
and differences between regions. Once again, as emerges from the
experience of China, the minimum feasible inequality in any given
historical and cultural situation is determined by the need to
provide material incentives to ensure a reasonable rate of expansion
of production (‘development of productive forces’) without which
the very basis of an egalitarian social system would flounder.

On accumulation the evidence is less certain. The limited infor-
mation about the Soviet Central Asian collective farms shows that a
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farm can often save at a high rate. The case of the Chinese
communes is even more convincing: the total contribution to capital
formation is frequently of the order of 30 per cent of a commune’s
net output. It is, however, not true that collectivisation is an
inevitable mechanism of transferring vast resources out of agricul-
ture. Neither in Soviet Central Asia nor in China has such large
transfer of resources been a feature of State policy towards agricul-
ture. In both cases the ability of the system to provide reasonable
incentives derived substantially from the policy of not extracting a
large surplus out of collective agriculture.

The success of a collective agriculture depends crucially on the
provision of a well-balanced system of incentives. As is evident
from the experience of Cuba in the 1960s and of China during the
Great Leap Forward, an attempt to curb material incentives, with-
out a proper development of the political and cultural consciousness
of the population (the possibility of which is itself unproven), can
have disastrous consequences for productive efficiency. The provi-
sion of incentives in a collective economy is not a simple task that
can be administered easily. As is discussed in the case study on
China incentives at three different levels —individual, collective and
sector — need to be provided on a consistent and comprehensive
basis.

The proper configuration of the basic collective unit (‘the basic
accounting unit’) is crucial to the development of a system of
incentives for the individual workers. Such a unit should be small
enough to make a proper assessment of individual performance
possible. It also means that the hierarchy of organisation should be
such that the activities involving indivisibilities and economies of
scale are handled by a higher level of collective organisations. The
organisation of the Chinese communes perhaps constitutes what
may be called a successful example. In the three tiered organisation,
involving the team, the brigade and the commune, the team is
almost universally the basic accounting unit. Its small size — usually
about 30 households - is highly conducive to a proper evaluation of
individual performance so that rewards can be made proportional
to such performance. The larger land improvement or irrigation
works, as well as the industrial enterprises embodying economies of
scale, are naturally beyond the ability of a team to handle effici-
ently. These are organised by the brigades and/or the commune. A
proper configuration of the production units and an appropriate
degree of decentralisation of decision-making among different
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levels of production units are essential pre-conditions for the evolu-
tion of the system of incentives.

Incentives must also be adequately provided for the various
collective units — the teams, the brigades and the communes, to
name the Chinese ones — to induce them to achieve greater produc-
tive efficiency. Here the systems of taxation, procurement and
distribution of inputs play a crucial role. Both in the Soviet Central
Asia and in China the state authorities have demonstrated consider-
able imagination in recent years in evolving an incentive-oriented
system of taxation and procurement. The main ingredient of this
policy is a two-tier procurement system with a lower price for a basic
procurement quota and a much higher price offered to any volun-
tary sale over and above the basic quota. The system effectively
renders the marginal rate of taxation (subsidies) lower (higher) than
the average.

Finally, the question of incentives for the agricultural sector as a
whole is linked up with the question of the extraction of resources
out of agriculture through taxation or the imposition of unfavour-
able terms of trade. Unless such resource extraction is modest the
agricultural sector would be subject to serious disincentive which
would be transmitted downward to affect adversely the incentives
of the collective units and individuals. In some early experiences of
collectivisation, excessive extraction of resources through such
means was undoubtedly the chief factor in explaining slow growth.
It is, however, interesting to note that neither in Soviet Central Asia
nor in China, has state policy favoured any large and continuous
extraction of resources out of agriculture. This may have been one
of the most important causes of the success collective agriculture
has achieved in these two cases.

In all systems of communal agriculture some form of private
activity continues to exist. In Cuba it takes the form of private
peasant households who cultivate about a third of the arable land.
In Soviet Central Asia and China it takes the form of private plots to
which all members of the collectives have claim. The advantage of
the continued existence of private activity is the flexibility that it
provides the system: it is far simpler to allow individual households
to grow their own vegetables and poultry than to set up a network of
supply for the distribution of such perishable goods. But it also
creates additional problems of operating the collective economy.
Collective income is subject to deductions for taxation by the state,
financing of welfare services and collective accumulation. It is
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virtually impossible to subject the earnings from private plots to
such deductions, and it is at best difficult to subject the peasant
producers, such as the ones in Cuba, to equivalent deductions. The
result is a built-in bias in favour of labour allocation to private
activities. Such bias is further aggravated by the fact that private
production can frequently be sold freely while collective production
is subject to procurement at fixed prices. Given the difficulty and
high cost of taxing private activities, it would be hard to devise
policies to correct the balance. Also, it would be undesirable to give
up this source of flexibility by abolishing private activities al-
together. All the state policy can do is to keep the distortion to a
minimum by subjecting collective production to no more than
modest taxation on surplus extraction and by raising productivity
in collective activities by directing as much investment to them as
is feasible.

1.3 Some concluding comments

In the above the achievements and problems of the three broad
categories of agrarian systems, as well as the comparative analysis of
the cases in each category, have been discussed. To conclude, let us
briefly recapitulate the major conditions of success of each category
of agrarian systems.

In a system of private farming the most important condition of
egalitarian growth is an equitable land reform and its continued
enforcement. In the present set of case studies this is the charac-
teristic that distinguishes South Korea from the other two cases of
private agriculture and largely explains its vastly different perfor-
mance.

The question may be raised that the present case studies do not
really include an example of successful private agriculture without
an egalitarian land reform such as in the Punjab in India and
Pakistan. Although no case study on these areas has been included
in the present volume we have evidence from previous studies to
serve as the basis for an answer to such a question. While the growth
in output in the Punjab has been quite impressive, it has been
reasonably well established that the performance in terms of in-
come distribution has been unencouraging, even dismal.*
Moreover, compared to many South and South-east Asian coun-
tries the Punjab has a far more favourable land to labour ratio.
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South Korea, on the other hand, has about the lowest land to labour
ratio in the whole world — even lower than that most archetypal of
the land scarce countries, Bangladesh.5 Nor is the South Korean
experience an isolated example: similarly strong redistributive
measures achieved similar results elsewhere — in Japan and in
Taiwan to mention only the leading contemporary examples.

Perhaps the most important question is that of the feasibility of
such a highly egalitarian land reform. In South Korea, Taiwan and
Japan such reforms were initiated by occupying armies and directed
against landed aristocracies, large sections of which were closely
identified with the recently defeated forces. Also, in South Korea
disruptions were avoided since the reforms left the actual opera-
tional units relatively unaffected — an outcome made possible by the
fact that while the pre-reform distribution of ownership of land was
very unequal, that of actual operational units was highly equal. This
condition does not appear to pertain in areas like the Indian
subcontinent.

Yet another condition of success is the continued enforcement of
the ownership limit imposed by a land reform. An important
question is whether such an enforced limit can be a viable
framework for agricultural development in the long run, if the rest
of the economy experiences a more or less unbridled capitalist
expansion as in South Korea. One must continue to observe the
Korean case for answer.

On a somewhat different plane one must worry about another
kind of feasibility consideration. Can egalitarian peasant farming
continue to serve as an organisation for growth in those densely
populated Asian countries which cannot foresee anything but a
continued absolute pressure of population on land? In many parts
of Asia the prospect of an average farm size declining to the level of
a fraction of an acre is real if egalitarian land distribution is to take
place and continue to be in existence for a decade or two. Would this
not render the peasant farms incapable of deriving any advantage of
economies of scale and of coping with activities (e.g. the manage-
ment of water) which involve a significant degree of indivisibility?
Without doubt, agriculture in such societies would need to have a
transition towards some form of joint farming, be it in the form of
co-operative activities to cope with the indivisibilities or of full-
scale communal farming.

While in a system of private farming the most important question
is that of the distribution of ownership, in a communal system it is
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the question of incentives (broadly defined, as we have done, to
encompass the issues of the configuration of efficient production
units and decentralisation). Communal systems are built by
destroying capitalism. Along with capitalism they destroy the
capitalist system of incentives which is more advanced than all
systems of incentives that historically preceded it. It is absurd to
hope that collective agriculture can succeed without carefully build-
ing up an alternative system of incentives. One need not reject the
vision of some socialist planners that mankind must ultimately be
able to transform itself so that it no longer requires material
incentives to fully utilise its productive potential. But no one can
seriously claim that such a transformation immediately follows that
of ownership. The most optimistic assumption is that such a trans-
formation may be possible in the very long run. Until then, a solid
and comprehensive system of incentives must continue to operate.

The most important fact about the cases in the intermediate
category is that they all represent different stages of transition from
private farming towards some form of joint farming. Essential
features of such transition are the continued predominance of
private ownership and the attempt on the part of the state to
promote some combination of co-operative, collective and state
farming by gradualist (that is to say non-revolutionary) means.
These transitional characteristics define the basic conditions that
need to be fulfilled if such a system is to succeed. Since private
ownership predominates, an essential condition of egalitarian dis-
tribution of income is an egalitarian distribution of land and other
means of production. In the three cases reported in this volume the
main source of inequality derives from that of the distribution of
land. In Egypt, the agrarian reform eliminated the very large
landowners but paved the way for the consolidation of the position
of the medium and rich farmers at the cost of a high and rising
degree of landlessness. In Tanzania the distribution of landholdings
in the newly settled villages is equitable but that in the much richer,
older villages continues to be less equal. In Guyana the peasant
sector is highly stratified.

The coexistence of private and joint farming underlines the
importance of balancing incentives for the two forms of organisa-
tion. In Egypt collective ownership is virtually non-existent and the
problem of incentive consists of the effects of the state action
towards agriculture in the form of the imposition of a heavy (and
perhaps asymmetrically distributed among income groups) con-



22 Agrarian Systems and Rural Development

cealed tax through the manipulation of prices. In Guyana and
Tanzania the state—collective sector is extensive so that the prob-
lem in these countries is to ensure that relative incentives for the
different forms of organisation do not create obstacles in the way of
appropriate balance of effort. Thus the vision of making Ujamaa
villages the vehicle of growth and collectivist transformation will
not be realised unless the incentives for collective work are properly
organised to match that for private farming. Nor will the objective
of egalitarian growth be promoted in Guyana if the relatively
poorer peasant producers of sugar-cane are discriminated against in
order to augment the state sector’s surplus which is not deployed to
achieve particularly egalitarian purposes. In the final analysis one
must continue to watch these to determine if the phenomena of
persistent inequality of the peasant sector and the inconsistent
balance of incentives between communal and private activities are
mere mistakes to be corrected with the accumulation of experience
or if they are the manifestations of the logical inconsistency of the
gradualist path which ostensibly attempts to redistribute income
and wealth away from the rural rich without fundamentally altering
the balance of their power in the society.

In every system the question of surplus generation and extraction
is of overwhelming importance. It determines the incentives for the
sector and ultimately for the production units and individuals. As
the dominant sector of a developing economy, agriculture must save
at a reasonable rate if the hope of growth is to be realised. But there
is no need to extract massive proportions of such surplus out of
agriculture to finance industrialisation. There are clear feasibility
and desirability limits on such a transfer. The question of how much
resources can be transferred without any serious disincentive effect
can only be answered with reference to each specific circumstance.
In China, for a period immediately after land reforms, a significant
resource transfer out of agriculture took place. But such resources
were only a part of the rent and profit previously accruing to the
landlords. Thus the peasants’ incomes also increased at the same
time as resources were being transferred and the problem of
disincentive was not a serious one. The Soviet policy of resource
extraction out of agriculture (to which the Central Asian experience
reported in this volume was an exception) had, on the other hand,
serious effects on the incentive of the sector.

It is not, however, the overall level of resource transfer out of
agriculture that alone is important. Equally important is the dis-
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tribution of the burden of surplus extraction among different groups
of the rural population. Thus, there are cases in systems of indivi-
dual farming where the overall terms of trade have improved for
agriculture but, because of asymmetrical effects on different
groups, this has led to a deterioration in rural income distribution.
In general, therefore, a simple reduction in the level of surplus
extraction out of agriculture is not by itself a sufficient condition for
attaining balanced rural development.

The question of the desirable limit on resource transfer is perhaps
even more important. Given the objectives of the society and the
production (including export) possibilities it is a question of which
sectors should receive investment in what proportion? In few of the
contemporary cases of industrialisation through the extraction of
resources from agriculture were decisions made on the basis of a
proper investigation of this question.

Notes

1. K. Griffin, Growth and Impoverishment in the Rural Areas of Asia
(mimeo, Oxford: Queen Elizabeth House, 1978) Table 3, p. 7.

2. See G. L. Beckford, Persistent Poverty: Underdevelopment in Plantation
Economies of the Third World (New York: Oxford University Press,
1972).

3. See Chapter 6.

4. For example, see the evidence in Chapters 2 and 3 of ILO, Poverty and
Landlessness in Rural Asia (Geneva: 1977).

5. The amount of land per member of an agricultural family is slightly lower
in Bangladesh than in South Korea but per agricultural labourer land is
lower in South Korea because of a higher labour participation rate. See
FAO, Production Yearbook 1976, for the data on which these statements
are based.



2 [Egalitarian Peasant Farming and Rural
Development: The Case of South Korea

Eddy Lee

2.1 Introduction

Economic growth has largely been accompanied by stagnation,
growing inequality and even absolute impoverishment in the rural
areas.! The exceptions to this trend are few and far between. They
are believed to lie in a few socialist developing countries and in a few
developing market economies which have combined very rapid
growth rates with stability around a distribution of income that is
more egalitarian than that of most other developing countries. The
latter set of countries are exemplified by Japan, Taiwan and South
Korea, sometimes referred to collectively as the ‘East Asian’ model
of development.

The fascination that the ‘East Asian’ model exerts for liberal
development studies is easy to understand. It is seen as the vindica-
tion of the viability of the neo-classical route to development, that
the free market can generate rapid growth without floundering in
the impasse of growing inequality and mass poverty.2 Furthermore,
given the natural propensity to believe that what is possible must be
replicable, these models have been dissected to see ‘what made
them tick’ in order that the secrets of success might be more widely
diffused in the rest of the developing world.

The aim of this paper is to look at the South Korean experience
from the perspective of the rural sector. Much of the previous work
on South Korea has concentrated on the industrial sector and its
extraordinary growth through a strategy of concentrating on
export-oriented, labour-intensive industries. Yet the rural sector
offers several interesting issues for analysis. The available data
seem to indicate that the performance of the rural sector has also
been exceptional in comparison to the rest of the developing world.
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Output and productivity growth have been steady while there has
been no trend of increasing inequality or landlessness, as has been
the case elsewhere. This performance has occurred from a base of a
thorough land reform between 1945 and 19573 and the resultant
agrarian structure, being relatively egalitarian and homogeneous,
has been a principal factor in explaining the widely diffused growth
in the rural economy.

In the following sections we shall describe the main characteris-
tics of the agricultural system of South Korea, evaluate its perfor-
mance in terms of growth, distribution and accumulation and then
g0 on to analyse the factors which explain the performance.

2.2 The agricultural system of South Korea

The dominant characteristic of South Korean agriculture is the
extreme land scarcity. South Korea has one of the world’s highest
land to man ratios and the average holding size after the land
reforms was only 0.9 hectares.*

This adverse resource endowment, combined with a harsh tenan-
cy system, unequal distribution of land and a high rate of surplus
extraction, resulted in conditions of widespread and extreme rural
poverty during the Japanese colonial period.® From the end of
Japanese rule in 1945, the alleviation of rural poverty through
agrarian reforms was seen as an important element in the pro-
gramme for restoring political stability in the southern half of the
country. The first steps were undertaken in 1948 but it was not until
the end of the Korean Year in 1953 that full implementation of land
reform began.

The land reform was more an expropriatory tenancy reform than
a redistribution of land from large units to small units or the
landless. The pre-reform agrarian system was characterised by the
absence of a dualistic structure of agricultural production in the
form of large estates coexisting with small peasant farms and a pool
of landless labour. Instead, the system was one of a high concentra-
tion of landownership but with most of the land rented out in small
units. As a consequence, it was a very high degree of tenancy of
small parcels of land rented out at extortionate rents that was the
mechanism of exploitation. The main thrust of the land reform was
thus the replacement of tenancy by owner cultivation and not a
radical shift in the size distribution of production units. 60 per cent
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of all cultivated land was tenant farmed in 1945 and at least 50 per
cent of farm households were pure tenants while 4 per cent of farm
households owned 50 per cent of all cultivated land.¢ A further 20
per cent of the arable land was owned by the Japanese. The land
reform changed this situation radically; post-reform, only 7 per cent
of farm households were tenants, 69 per cent were full owner-
operators and the rest were part owners; the figures in Table 2.1
illustrate this point clearly. At the same time, however, the size-
distribution of operating units changed only slightly. The propor-
tion of farms over three hectares in size dropped from 1.4 per cent
to 0.1 per cent. The proportion of farms between one and three
hectares dropped slightly while the number of farms of less than 1
hectare increased from 74.5 per cent to 79.1 per cent.

The impact of the land reform was thus primarily redistributive

Table2.1 Tenancy Conditions and Size-distribution of Landholdings,
1947 and 1965

A

Type of Tenure 1947 (%) 1965 (%)
Full-owner 16.5 69.5
Part-owner 38.3 23.5
Tenant 42.1 7.0
Slash and Burn Farmers 3.1 —

Total number of farm

Households 2172000 2507000
B
1947 1953
Size of Landholdings
(hectares) ('000) (%) ('000) (%)
less than 0.5 895 41.2 1011 449
0.5-1.0 724 333 769 342
1.0-2.0 409 18.8 371 16.5
2.0-3.0 113 53 96 4.3
more than 3.0 31 1.4 3 0.1
2172 2249

Source Robert B. Morrow and Kenneth H. Sherper, ‘Land Reform in
South Korea’, Agency for International Development Spring Review
(Washington: June 1970) Tables S and 7.
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with respect to ownership and without any substantial change in the
configuration of production units. The effect of the redistributive
change, however, also affected production incentives positively and
widened the ‘absorptive capacity’ of the agricultural system for
investment and technical change. A priori, a shift to owner-operated
units with a relatively narrow dispersion in farm sizes would be
expected to enhance the capacity of the system to respond to
market incentives more uniformly and hence permit growth without
a sharp polarisation in income distribution.

In relation to other developing market economies it is undeniable
that the South Korean agricultural system is relatively egalitarian;
the Gini coefficient of the size-distribution of landholdings (which
also, as pointed out above, largely corresponds to ownership dis-
tribution) was only 0.38 in 1965 as compared to figures of 0.6 to 0.7
for many other developing countries.” This narrow dispersion in
farm sizes, with an upper limit of only three hectares, results in a
striking homogeneity in production conditions. For example, there
is a basic scale neutrality in factor proportions and productivity. As
Table 2.2 shows, the breakdown of the cost of production is broadly
similar for farms in the different size groups and the same is true of
yields per unit of land. The use of ‘modern’ inputs such as chemical
fertilisers and pesticides is fairly uniform across farm sizes and this
uniformity applies also to traditional inputs such as organic fertilis-
ers and draught animals.

The only striking variation in the pattern of input use relates to
labour. Larger farms have a progressively higher input of hired
labour but the reverse is true when total labour inputs (hired and
family labour) are considered. The variation in total labour inputs
was not very pronounced according to the 1969 figures but had
widened considerably according to the 1974 figures. This change
might perhaps raise some questions about the degree of accuracy of
the observed relation between the pattern of input use and yields
across farm sizes for the latter year. It is possible, however, that part
of the discrepancy could be accounted for by the fact that the cost
item ‘implements’ does not fully reflect the influence of increased
mechanisation. Data on the number of power tillers and threshers in
use in 1974 show a significant increase from the very low level
prevailing in 19698 and this increase could account for the observed
relative reduction in total labour input on the larger farms.

Another important characteristic of South Korean agriculture is
the relatively low level of technology. It is ‘dependent almost
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entirely upon human and animal draught power’, and until recently
‘lagged behind Taiwan and Japan in biological technology’.® How-
ever, there is substantial use of fertiliser and plant protection
materials and irrigation facilities had been relatively well developed
during the Japanese colonial period. The small farms are intensively
cultivated and yields of rice in the 1960s were higher than those in
developing countries but lower than those in Japan.!® During the
period 1952-6, the yield per hectare of sown acreage in South
Korea was 3340 kilograms of cleaned rice which was considerably
higher than the corresponding figures for India (1280 kilograms)
and Thailand (1350 kilograms) but lower than the Japanese figure
of 4340 kilograms.

There is also a very high degree of uniformity in cropping patterns
across farm sizes and regions. Rice is the dominant crop, accounting
for 60 per cent of the cultivated area and together with barley, the
second most important crop, accounts for 68 per cent of total
cultivated area. Thus, in addition to the level of technology and the
farm size distribution, this is a further factor making for homogen-
eity in the rural economy. This predominance of grain production
contrasts with the cropping pattern in economies which have under-
gone Western colonial rule, where export crops predominate and
where also a ‘dualism’ between a plantation and a peasant sector is
often reinforced by differences in cropping patterns.!!

Lest the popular image of South Korea as the embodiment of
‘free market’ virtues misleads one into thinking that Korean ag-
riculture operates in a laissez-faire environment, it is necessary to
point out the significant extent of state intervention. Compulsory
procurement of rice and barley was introduced in 1948 and the
Grain Management Law of 1950 confers, until today, the authority
for complete control over grain procurement and marketing. Al-
though the degree of state intervention has diminished from the
complete control of the post-war years, in 1975 the government still
purchased 50 per cent of marketed rice and 90 per cent of marketed
barley. The supply of fertiliser and pesticides is likewise completely
controlled by the government through the National Agricultural
Co-operatives Federation. It is also important to note that the
ceiling of three hectares on landownership dating from the land
reform is still in force. There is thus also, legally, no free market in
land transactions.

Finally, a feature of considerable importance distinguishes
Korean agriculture from that in many other developing countries.
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The rate of out-migration has been extremely high since the indus-
trialisation drive which began in the early sixties, and the total farm
population has in fact begun to decline since 1969. The share of
farm population in total population has declined from 58 per cent in
1960 to 38 per cent in 1975 and, in spite of an overall population
growth rate of 2.1 per cent per annum, the absolute numbers of the
rural population fell from 14.5 million to 13.2 million over this
period. There has thus been an easing, rather than an aggravation,
of the demographic pressure that bedevils rural development in
many developing countries.

2.3 Performance of the rural economy

(a) Growth

The growth rates in South Korean agriculture have been respecta-
ble by international standards. The growth rate in the value-added
of crop and livestock production was 3.5 per cent per annum for the
period 1952-71; the corresponding figure for Japan was 2.2 per
cent per annum and for India, 2.9 per cent per annum. Taking
sub-periods, we find that the growth rate was higher during
1961-71 (3.7 per cent per annum) than during 1956-61 (3.1 per
cent per annum).

It might be argued that although these growth rates were higher
than those in other developing countries, they were not substantial-
ly so. It has to be borne in mind, however, that the growth in the
South Korean case occurred from a base of much higher productiv-
ity in relation to other developing countries and within an extremely
land-scarce country. The growth achievement is thus qualitatively
different from that achieved by introducing technical change (for
example, irrigation and high-yielding varieties) into ‘traditional’
agriculture, or through the rapid expansion of cultivated area in
land-abundant countries.

The growth performance can also be gauged by the trend in the
yield per sown hectare of the predominant crop, paddy. Yield per
hectare increased from the already high level of 3340 kilograms in
1952-6 to 4550 kilograms in 1970 and 4700 kilograms in 1974.
The yield increase between 1952 and 1970 is remarkable in that
high-yielding varieties were introduced in Korea only in 1968 and
by 1971 only 100,000 hectares had adopted the new varieties. The
increase in yields in this period was thus largely linked to the
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increase in the application of chemical fertilisers (fertiliser inputs
increased at a rate of almost 9 per cent per annum between 1956
and 1970)'? and to improvements in irrigation facilities. Since 1970
the rapid spread of high-yielding varieties has been an additional
factor in pushing up rice yields. By 1976 600,000 hectares (47 per
cent of the cultivated area under rice) were growing the new
high-yielding Tongil variety and there were euphoric claims of
world records being established in yields per hectare by some
farms.13

Unlike physical output, however, it is not clear that the average
real incomes of rural households increased smoothly over this entire
period. (Table 2.3). While the average real income of rural house-
holds was 51 per cent higher in 1975 than in 1963, most of the
increase was concentrated in the period after 1970. The data from
the Farm Household Surveys show that real incomes remained
about 10 per cent below their 1963 levels until 1968. This pattern of

Table 2.3 Average Real Income per Rural Household

Rural Index

Nominal Price Real of Real

Year Income Index Income Income

(won) (won)

1963 93179 100 93179 100.0
1964 125692 129 97435 104.6
1965 112201 144 77917 83.6
1966 130176 161 80855 86.8
1967 149470 182 82126 88.1
1968 178959 209 85626 91.9
1969 217874 227 95980 103.0
1970 255804 259 98766 106.0
1971 356382 291 122468 131.4
1972 429394 325 132121 141.8
1973 480711 346 138934 149.1
1974 679451 492 137084 147.1
1975 872933 618 141251 151.6

Source Korean Ministry of Agriculture and Fisheries, Farm Household
Income Surveys 1970, Table 187, p. 430; 1976, Table 78, p. 171.

Note Our real income series differs from that given in Korean Economic
Planning Board: Major Statistics of the Korean Economy 1977, Tables
4-10, p. 62. In that series the Seoul Consumer Price Index was used instead
of the Rural Price Index. The same mistake is repeated in Parvaz Hasan, op
cit, p. 52.
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change in rural incomes is consistent with movements in the terms
of trade for agriculture, which we shall discuss in Section 2.4.

These rates of growth of output in agriculture were, however,
substantially lower than those in the non-agricultural sectors and
the share of agriculture in GDP dropped sharply over this period.
This, of course, is not a significant yardstick for measuring agricul-
tural performance and, as we have shown, by the more appropriate
criterion of international comparisons, South Korean agriculture
has performed well in terms of output growth. Moreover, the
stagnation and even recent decline in the size of the rural population
meant that these output gains could be expected to be transmitted
into gains in per capita and per worker terms. Nonetheless, because
of the wide intersectoral differences in the rate of growth; growth in
value-added per worker in agriculture lagged behind that in the
non-agricultural sectors.4

It is surprising, therefore, to find that claims have been made, on
the basis of household survey data, that the gap in average income
per household between rural and urban areas has been narrowing
since the late sixties to such an extent that by 1974 average rural
incomes are claimed to have surpassed those in urban areas.!
Considerable doubt must, indeed, be attached to this latter claim.
First, the data on urban household income are known to be under-
stated because of deficiencies in the sampling procedure.!¢ Second-
ly, real wages in the industrial sector have been rising faster than
agricultural wages. A recent International for Bank for Reconstruc-
tion and Development study estimates that between 1963 and 1972
real wages in manufacturing increased by 7.2 per cent per annum
while the corresponding figure for agricultural wages was 6.5 per
cent.!” The sources for the latter figure are not, however, specified
and our own estimate (Table 2.4) is that the correct figure would be
only about 4 per cent, considerably lower than the figure for
manufacturing wages. Finally, as Table 2.5 shows, although the per
household and per capita income figures may have narrowed, the
differences between rural and urban areas in income per worker still
remain very wide. It should also be noted that it is the level of the
ratios between rural and urban incomes that we are questioning and
not the direction of changes in these ratios. The improvement in the
relative income of rural households is explainable by movementsin
the terms of trade for the agricultural sector (which we discuss in
Section 2.4) but we doubt if average rural incomes were actually
higher than average urban incomes in either 1963 or 1974. It
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Table 2.4 Agricultural Wages

Rural
Money Consumer Real
Wage Price Wage
Year (won per day) Index (won per day)
1963 167 100 167
1964 199 129 154
1965 221 144 153
1966 256 161 159
1967 307 182 169
1968 381 209 182
1969 463 227 204
1970 579 259 224
1971 695 291 240
1972 803 325 247
1973 886 346 256
1974 1141 492 232
1975 1467 618 237

Source Korean Ministry of Agriculture and Fisheries, Farm Household
Income Surveys 1970, Table 193, pp. 440-1, Table 187, p. 430; 1976,
Table 144, pp. 380-1, Table 138, p. 368.

Note Wages refer to those for adult males.

remains true, nevertheless, that agricultural output and average
rural incomes have increased significantly, although these have
lagged behind the achievements in the non-agricultural sectors.

(b) The distribution of rural incomes

The only source of data on the rural income distribution in South
Korea is the Survey of the Farm Household Economy, conducted
annually by the Ministry of Agriculture and Fisheries since 1963.
Although these data are comprehensive and are based on closely
supervised daily entries by the sampled farm households, there are
deficiencies in the coverage and sampling procedure which reduce
their reliability. Nonetheless, these data have been widely used and
we shall therefore survey this ‘received doctrine’ before going on to
discuss the statistical limitations and offer our assessment of what
the true picture looks like.

The usual claims are twofold: that the size distribution of incomes
in South Korea (for the country as a whole as well as for rural and
urban areas taken separately) is lower than in most other develop-
ing countries and that this relatively favourable distribution has
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remained essentially unchanged during a period of rapid structural
change and economic growth. The explanation that is usually
offered for this remarkable conjunction of events remains essential-
ly that which has been advanced by Irma Adelman. It attributes the
low initial level of inequality to the ‘static asset redistribution
(mainly the land reforms)’ that occurred after the Korean War and
the subsequent stability in the distribution in the face of rapid
growth to the effects of this initial equality and of ‘dynamic redis-
tribution’ in the form of a vast expansion of educational oppor-
tunities. In addition, the high labour absorption in the rapidly
growing labour-intensive export industries is held to explain the
weak disequalising effect during the high-growth process.!#

The statistical base, however, does not permit such firm theoris-
ing. The data on urban incomes are probably more unreliable than
that for rural incomes and there are problems about merging the
two distributions to arrive at a reliable overall size-distribution of
incomes. These points, however, are outside the scope of this paper
and we shall concentrate solely on the problems with the rural data.

The basic problem with the rural data is that of coverage. Its
sampling frame consists only of households who farm land and
whose holdings are larger than 0.1 hectares in size. Single-member
households are also excluded. The effect of this is that the survey
data give an incomplete picture of the distribution of incomes and
one which is biased towards showing greater equality. From the
1970 Census of Agriculture, it emerges that the sampling frame
excludes about five per cent of the total agricultural population; the
near-landless with holdings of less than 0.1 hectare, the landless and
the agricultural labourers. These are precisely the groups which one
would expect to be at the bottom tail of a rural income distribution;
consequently their exclusion leads to a probable understatement of
inequality. The exclusion of single-member households is also likely
to add to this understatement as is the exclusion of non-agricultural
households, since the latter would include groups like shopkeepers,
government servants, artisans, etc., who would tend to have rela-
tively high incomes.

The other major flaw of these survey data is that they are based
on a fixed sample of households that is changed only every five
years. Since the sample is stratified by the size of landholdings, this
procedure introduces a built-in bias towards stability in the distribu-
tion during each five-year period. This fact is not mentioned in
published sources and only emerged during discussion with statisti-
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cians responsible for the survey. This procedure implicitly assumes
that there are no significant movements in the size distribution of
holdings and hence begs the central question in the analysis of rural
income distributions. It could be argued, however, that while these
arguments are valid for each five-year period, they do not necess-
arily invalidate comparisons made for each year that the sample
changes. Nonetheless, the problem remains because the sample
design has been changed since 1973 and this raises problems of
comparability.!®

Bearing these limitations in mind, we can proceed to evaluate the
changes that are described in the distribution of rural incomes. As
shown in Table 2.6, the distribution appears scarcely to have
changed between 1963 and 1975 while the average farm income
increased by 51 per cent in real terms. Deflating the incomes in each
income group by the consumer price index for farm households
shows that the incomes of all groups increased significantly over the
period, with the two lowest income groups showing the greatest
increase. There was consequently a slight decrease in inequality,
with the Gini coefficient falling from 0.212 to 0.188. Applying an
income-group specific cost-of-living index (to take into account the
differential impact of inflation on income groups with different
consumption patterns), however, removes this apparent reduction
in inequality. The Gini coefficient for 1975 now becomes 0.206,
almost the same as for 1963. The indices used and the resulting
distribution in real incomes are shown in Table 2.7.

It must be pointed out, however, that the above discussion is
based on an unsatisfactory classification of data. The income figures
are classified by the size of landholding and not directly by income
class. Furthermore, only five class intervals are available and this
increases the standard error around the estimates of the Gini
coefficient. Unfortunately, this is the only form in which the data
are available for the entire period of our study.

Data classified directly by income class are available for some
intervening years and the measures of inequality based on them are
presented in panel B of Table 2.6. These show that even without
allowing for the differential impact of inflation, there is a slight
increase in inequality between 1965 and 1971.

It should be emphasised that even if relative inequality did
increase, it was not by a large margin. Given the 50 per cent increase
in the average real income over this period, the real incomes of the
bottom two income classes would have still increased significantly in
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spite of an increase in relative inequality. This is in sharp contrast
with other developing countries where absolute rural poverty has
shown a tendency to increase. This observation probably holds true
even after we allow for the exclusion of the landless and near-
landless to which we referred earlier; the data on rural real wages, as
mentioned earlier, showed a steady increase over this period and
employment opportunities in the rural areas are unlikely to have
decreased since there was heavy out-migration.

These trends are to some extent confirmed by the data on
household consumption expenditure data from the same source.
Table 2.8 shows that total consumption in real terms increased for
all income classes. A puzzling feature of the consumption data,
however, is that consumption expenditure on food increased only
very slightly for the bottom two income classes and not at all for the
other income classes. Data on the physical quantities of grain
consumption are consistent with this trend; Table 2.9 shows that
total grain consumption fell for all income classes but with bigger
proportionate falls by the top three income classes. While the fall in
grain consumption could be explained by a switch to superior foods,
such as meat and poultry in response to income increases, the fall in
total food consumption remains problematic and must be counted
as another indication of the unreliability of data.

Table 2.9 also reveals another feature which might, at a stretch,
be interpreted as an indication that relative inequality increased
over this period. While the total amount of grain consumed de-
creased, the amount of grain marketed increased by more than 20
per cent for every income class. The magnitude of increase was
greater for the bottom two income classes than for the topmost but,
due to the higher proportion of the marketable surplus for the
higher income classes, total grain availability (i.e. consumption plus
sales) showed a different pattern of change. It declined for the
bottom three income classes and increased for the top two. Apart
from being consistent with a widening of relative inequality among
farm households, it also raises some questions about the nature of
the income increase. The relative price of grain (both rice and
barley) increased sharply between the two years as a result of a
sharp increase in procurement prices and this could account for the
fact that consumption was cut back in favour of grain sales. This
would imply that most of the income increase could be explained by
this relative price effect and not by the increase in physical output.
This would then run counter to the general trend in productivity
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increase that we have documented in the previous section and
counter also to the data in Table 2.2 which shows that yields per unit
of land increased relatively uniformly for farms across all holding
sizes. These observations would remain true even after we check for
the possible effects of changes in the composition of farming output
and in the composition of total farming income. As shown in Table
2.10, there were no marked changes either in the composition of
farm output or income. The proportion of receipts from rice in net
farm income remained virtually unchanged for farms of all size
groups and there was no change in the proportion of total income
coming from non-farming sources except for farms in the smallest
size group.?® There has, moreover, been no significant change in
cropping patterns over this period ‘because of the physical con-
straints on expanding rice output’.?! It could thus be argued that the
increase in the relative price of grain probably contributed to a
widening of relative inequality among farming households. The
richer farmers gained more because of their higher initial market-
able surplus, higher share of income from grain in total income and
because they could afford to divert more from consumption to sales
in response to the sharp increase in the relative price of grain.
Indeed it has been claimed that ‘within the farm sector high support
prices tended to have a regressive influence on income
distribution’.22

In view of the above, it would not be unreasonable to assert that
the quality of the data leaves much to be desired. It certainly cannot
be used to establish definitively that even relative inequality did not
increase in the South Korean economy. Indeed, it has been argued
that the reverse has been probably true. Paul Kuznets has
argued that, for the economy as a whole, relative inequality did
increase due to a widening of inter-sectoral differences in value-
added per worker.2? It has also been argued that an increase
in relative inequality has been true of the rural sector, taken
separately.24

On balance, we are inclined to agree with the judgement that
relative inequality has increased. The data base — bearing in mind
the various limitations we have indicated - is not firm enough to
lead to the conclusion that the degree of inequality has remained
unchanged. Instead we would argue that there are several indirect
indications that relative inequality has probably increased in the
rural economy. First, there is the internal inconsistency in the data
from the Farm Household Surveys which show that total grain
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availability has moved in the opposite direction to that suggested by
the income change. Secondly, the sharp upturn in the terms of trade
for the agricultural sector could have had a regressive impact due to
the unequal distribution of marketable surplus amongst farm
households. Thirdly, the data on savings, which we discuss in the
next sub-section, show that the average savings ratios have been
higher for larger farmers and have increased since 1963. It is likely,
therefore, that these substantially higher savings margins over this
period have been translated into widening inequality in income
levels. Finally, the data on the re-emergence of tenancy and other
disequalising tendencies that we discuss in the next section are
consistent with our contention that relative inequality has in-
creased.

While relative inequality might have increased, it cannot be
seriously argued that the same has been true of absolute poverty. It
seems indisputable that real incomes have increased significantly
for all income groups in the Korean rural economy. It still remains
true, therefore, that the South Korean rural economy performed
reasonably well by the criterion of the alleviation of absolute
poverty. This latter point can be verified in an approximate way by
the figures of the distribution of caloric intake of farm households
that are available for 1973 (Table 2.11). This shows that although
the bottom 38 per cent of households had an average per capita
daily caloric intake that was less than the estimated requirement,
the shortfall was no greater than 1.5 per cent. Although we must
allow for the fact that the variation around this average level could
mean that the shortfall would be greater than 1.5 per cent for many
households, it would still appear that there is no pervasive absolute
poverty in rural South Korea as measured by a nutritionally based
poverty line. Since the data on real food consumption presented
earlier show that there was no increase between 1964 and 1975, it
could be claimed that this was broadly true even in the earlier
period. The average income level around which we have been
discussing the changes in rural income distribution is thus signific-
antly higher than in other Asian countries such as India and
Indonesia. It is important to bear this in mind in our evaluation of
the performance of the Korean agricultural system.

(c) Savings and accumulation
We have seen from the previous two sections that production has
increased steadily and that there was no increase in absolute
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poverty. In this section we shall briefly show that savings ratios rose
and that there was a significant increase in the capital stock in the
rural economy.

Table 2.12 shows that average savings ratios rose substantially for
farm households between 1963 and 1973, and that this increase
occurred for all income groups. In 1963 the bottom income classes
had an almost negligible level of saving, but by 1973 the average
saving ratio had increased to a respectable 15 per cent. The ratios
for the top income classes in 1973 were extraordinarily high. It
should be noted that the very high marginal propensity to save
shown by these average ratios was implicit in our earlier discussion
of the low increase in food consumption and, to some extent, in total
consumption expenditures.

In table 2.13 we see that data on the changes in the value of assets
of farm households are consistent with the change in savings
ratios described above. Between 1963 and 1973, the average reat
value of net assets per farm household almost doubled while the
value of liabilities declined by 16 per cent. The value of draught
animals and of large farm implements in constant prices increased
by 270 per cent and 78 per cent respectively, indicating a significant
amount of capital formation over this period. There was also a
significant increase of 70 per cent in the real value of liquid assets.

It will also be seen that the increase in the real value of net assets
was diffused across all income classes, although the margin of
increase was progressively greater for higher income classes.

We could thus conclude our evaluation of the performance of the
South Korean agricultural system by saying that it adequately met

Table 2.12 Savings Ratios by Size of Landholding, 1963 and 1973 (won)

1963 1973

Average Average
Size of Income per Income per
Landholding Household Savings S/Y Household Savings S/Y

less than 0.5 56048 735 0.013 283989 42061 0.148

0.5-1.0 74757 4842 0.065 400390 74881 0.187
1.0-1.5 114284 15703 0.137 542591 141501 0.261
1.5-2.0 141512 29417 0.208 685943 228757 0.333

more than2.0 189215 54902 0.290 971573 372760 0.384

Source Korean Ministry of Agriculture and Fisheries, Farm Household
Income Survey, 1964 and 1974.
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the tests in terms of production, distribution and savings and
accumulation. Although relative inequality in income probably
increased and the pattern of change in savings ratios and in the value
of assets would tend to reinforce inequalities, there was no increase
in absolute poverty and the gains from growth were adequately
diffused. In the next section we shall proceed to examine the factors
which accounted for this performance which, by comparison with a
majority of developing countries, was exceptionally good.

2.4 Factors explaining the performance of the agricultural system

To explain the functioning and the resulting performance of the
South Korean agricultural system in rigorous quantitative terms is
virtually impossible. The explanation would need to separate out a
complex set of interlocking factors and the statistical base is simply
not sufficient to allow such an exercise to be performed. Thus what
we shall attempt to do in this section is to offer a set of qualitative
arguments which are consistent with the available data on the
central aspects of the Korean agricultural system and which, taken
as a whole, constitute a plausible general explanation of the
functioning of the system. The structure of the argument will be as
follows. First, we consider the effect of the ‘egalitarian base’ created
by the land reform, then we analyse how the system coped with
disequalising tendencies, and finally we move on to evaluate the
impact of government policies and the growth of the non-
agricultural sectors of the economy.

In Section 2.2 we had referred briefly to the fact that the land
reform was indeed thorough in its effects. Here we shall offer a few
more details and evaluate its impact on productivity and the dis-
tribution of income. The thoroughness of the land reform is attested
to by the fact that in the pre-reform period almost 60 per cent of the
total cultivated area?® was under tenancy and SO per cent of farm
households were pure tenants, whereas after the reform these
percentages fell to 14 and S per cent respectively.26 Thus almost half
the total farmland changed hands, either by direct distribution by
the government or through private sales induced by the land reform
legislation, while two-thirds of all farm families received land under
the land reform provisions.?” Under some circumstances such a
drastic change in the land tenancy system could be expected to lead
to serious dislocations in production but this did not happen in
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South Korea. The main reason was the fact that the reform was
essentially a ‘land-to-the-tiller’ programme in a system where
poverty was widely shared through a system of small tenancies; the
number of landless agricultural families without any access to land
was estimated at fewer than 3 per cent of the total in 1945. This
meant a minimal disruption in the configuration of production units
and there were few of the problems arising out of the creation of
new producers that would have been involved had Korea been a
predominantly plantation economy. It is not very surprising, there-
fore, that the land reform did not lead to any immediate fall in
productivity; indeed as we have shown, productivity increased
steadily in the post-reform period.
Nonetheless, it has been claimed, erroneously in our view, that

... the implementation of the land reform not only changed
drastically the type of ownership, but also changed the size
distribution of farmland. The number of farm households having
less than 1 chungbo increased from 72.1 per cent to 74.1 per cent
between 1945 and 1955, while the amount of land owned by this
group increased from 10.4 per cent to 47.2 per cent of the total,
resulting in fragmentation of farm holdings.2®

This claim is, in fact, based on a confusion between the distribution
of operating units and that of landownership. The figures for the
percentage of farm households are for operating units but those for
total area refer to landownership. The figure most often quoted for
the existence of large operating units refers to 1945 yet it is
admitted that

... because the status of the legal ownership of land just after
World War IT was in a state of considerable confusion there is no
data on distribution of farms by size and ownership from which
degrees of ownership concentration may be calculated.?’

Moreover, contradictory assertions are made on the basis of this
uncertain data. Morrow and Sherper interpret the figures as refer-
ring to ‘management scale’ but then go on to say that ‘the actual
farming operations must have been carried out by tenants or hired
labour because the existing technology required a family farm for
every couple of hectares’. Relying on the same data source, Perkins,
in a recent study, states that ‘although only 4 per cent or so of farm
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families ran farms whose size was greater than the limit [of three
hectares], these farms cultivated 30 per cent or more of the total
acreage’.3 He then goes on to assess the productivity effects of the
land reform by considering whether or not there were pronounced
economies or diseconomies of scale in Korean agriculture. The rest
of the text, however, suggests that Perkins may have repeated the
past errors. Since he cites Pak’s figures, the percentage of total
acreage should be 50 per cent and not 30 per cent; there is also a
large discrepancy in his figures for the distribution of cultivated area
by size of farm for 1945 in his Table 9.8. Moreover, he contradicts
himself by saying that:

Land reform was also not the cause of the decline in small farms
nor had it created them in the first place. Nearly 50 per cent of all
farms in Korea in the Japanese period were under 0.5 hectares in
size, a figure even higher than that in 1953.3!

The confusion is in our opinion adequately resolved if we accept
that the 1945 figures represent approximate ownership distribution
figures while the pre-reform distribution of operational units are
shown by the figures for 1947 which are usually quoted together
with the 1945 figures. The 1947 figures together with the post-
reform figures for 1953 are as follows:

Size in hectares Percent of farms Percent of farms
1947 1953
Under 0.5 41.2 44.9
05-1.0 333 34.2
1.0-2.0 18.8 16.5
2.0-3.0 53 43
More than 3.0 14 0.1

Source Dwight Perkins, op. cit., Table 9.7.

It will be seen that the change in the size distribution of opera-
tional units is slight although the transfer in ownership was substan-
tial. The impact on productivity from this source would thus have
been very slight. Moreover, although Perkins, unlike us, implies
that there was a large shift in operating units, he concludes that the
elimination of farms of more than three hectares ‘harmed farm
output little if at all’, and that there is no evidence that the continu-
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ation of the three-hectare ceiling after the reform has been an
important negative influence on productivity.3? In fact, agricultural
output in the post-reform period grew at 3.6 per cent per annum
between 1953 and 1961, a rate of growth which would clearly be
inconsistent with the existence of a large negative productivity
impact from the land reform. It is curious that Pak, who argues that
there was a large negative impact, does not try to explain away these
figures. This rate of growth of output, moreover, occurred in spite of
the fact that there was inadequate provision of supporting services,
to replace those previously provided by landlords, in the post-
reform period.33

One other feature of the land reform should also be noted. It
resulted in a substantial redistribution of assets and income in the
rural economy. This arose out of the fact that the repayment burden
by beneficiaries of the land reform worked out to be only 1.25 times
the annual yield of the land and landlords were expropriated to the
extent of between three-quarters and seven-eighths of the value of
their former assets. Perkins estimates that this sharp redistribution
of assets resulted in an ‘80 per cent or so decline in the income of the
top 4 per cent that was matched by a 20 to 30 per cent increase in
income of the bottom 80 per cent who had been tenants or owner
tenants before 1948’.3¢ Thus the South Korean land reform was
drastic not only in terms of the proportion of the total cultivated
land and of the farming population that was affected, but also in
terms of the real redistribution of assets and income that was
involved.

It should be clear from the foregoing that the South Korean land
reform succeeded in creating a genuinely egalitarian base in the
agricultural system. However, such a base is only a necessary and
not a sufficient condition for explaining the favourable performance
of the system that we have documented. The dynamic properties of
the system are in fact crucial in any analysis which seeks to explain
the performance. In particular, it could be argued that within a
free-market system disequalising tendencies would begin to oper-
ate and hence nullify the egalitarian initial conditions. The explana-
tion of why this did not occur to any significant extent in the Korean
case has to do with the fact, mentioned in Section 2.2, that the
system is not a laissez-faire one and also that there were important
favourable exogenous circumstances created by rapid industrial
growth.

The key factor in dampening any disequalisation was the effective
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continued enforcement of the three-hectare limit on landownership
and the prohibition of tenancy since the land reform. Needless to
say, there has been, even according to official statistics, some
backsliding since the land reform and that the true situation would
probably be worse than that shown by official statistics. However,
there seems little basis for believing that the achievements of the
reform have been undone in any significant way.

According to official statistics the percentage of farms of more
than three hectares in size increased from 0.1 per cent of all farms in
1953 to 1.2 per cent in 1965 and to 1.5 per cent in 1975. The
percentage of total cultivated area taken by such farms increased
from 1 per cent to 7 per cent between 1953 and 1975. It should be
noted, however, that most of the increase in the proportion of farms
of over three hectares and in the total area they occupy occurred
largely between 1953 and 1965. Since 1965 the increase has been
very slight.

In terms of a reappearance of tenancy, official figures again show
that this has not occurred to any significant degree. Immediately
after the reform about 8 per cent of the cultivated area was still
under tenancy, most of this reflecting the exemptions granted under
the land reform legislation. Since then, the percentage has grown to
13.5 in 1960, 16.4 in 1965 and 17.6 per cent in 1970.35 By 1975,
however, the percentage had dropped to 14.6 per cent. The net
revival of tenancy, after subtracting the exempted land, amounts to
about 8 to 9 per cent of the total land area. Parallel to this, the
proportion of farm households that were pure tenants increased
from 5 per cent immediately after the reform to 6.7 per cent in
1960, 7.0 per cent in 1965 and 9.7 per cent in 1970. Thereafter it
declined to 7.9 per cent in 1975.

Non-official estimates place the figures for tenancy at higher than
the above figures but not substantially so. One estimate puts the
percentage of land under tenancy at 20 per cent,* while another
claims that it is about 25 per cent.’’

It is clear, therefore, that disequalising tendencies have been
operating but that, at the same time, the impact has not been
sufficiently great to restore the system to the status quo ante. Part of
the reason for this is the existence of legal restrictions on land
transactions. That these restrictions are real and not merely fic-
tional is shown by the fact that there have been periodic calls for
their removal. In particular, the Korean Agricultural Sector Study
strongly urged the removal of both the ceiling on ownership and the
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prohibition of tenancy in the interests of greater efficiency.3® While
it is, of course, clear that the ceiling will eventually have to be
removed as the labour force continues to decline and labour-saving
mechanisation is introduced on a large scale, it remains true that
until the terminal year of our study, these economic forces had not
as yet come into play.? The ceiling thus achieved its purpose of
containing inequality without imposing a high cost in terms of
allocative inefficiency.

It is worthwhile to note that while these disequalising tendencies
have been pushing against the ownership ceiling and the prohibition
on renting, it is by no means clear that it necessarily represents a
trend towards a concentration of ownership. It is claimed by Kim
that the ‘the average size of farm land owned by landlords was very
small, ranging from 0.3 ha. to 0.5 ha.’,** while another study,
reporting on the results of a survey on land transactions, concluded
that ‘... land transactions appear to be taking place mainly within
the boundaries of individual villages’ and that there was no evidence
that absentee landlordism was on the increase.*! The latter study
also showed that the expected pattern of land sales being concen-
trated among small farmers, with purchases being made mainly by
the rich, was contradicted by the evidence.

These results are based on small sample surveys and there must
be doubts about their representivity. Nonetheless, they do not
appear entirely implausible in relation to other independent data.
In Table 2.14 for instance, we see that the number of farms of less
than 0.5 chungbo fell both absolutely and relatively, while for those
in the 0.5-1.0 and in the 1.0-1.5 chungbo categories, the exact
opposite was true. This pattern of change would not be inconsistent
with the observation that the smallest farms have been buying land
from other small farmers, who migrated, as entire families, to the
urban areas. The migrants and the enlarged farms of those who
bought land would account for the fall in the number of small farms,
while the buyers would have moved up to increase the number of
farms in the 0.5-1.5 chungbo category. Two facts are worth noting
in this connection. First, there is evidence that a significant part of
rural out-migration has been family migration.*? Second, the figures
on land distribution show no significant increase in the average size
of farms in the more than 3 chungbo category. This, again, would be
consistent with the observation that there is as yet no trend of
increasing penetration of large capitalist farms into the South
Korean agricultural sector.
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The successful ‘containment’ of disequalising tendencies after the
creation of the egalitarian base was facilitated to a very large extent
by the pattern of growth of the Korean economy. The very rapid
growth in industrial output and the very high rate of labour absorp-
tion has ensured an absence of the population pressure which
usually heightens disequalising tendencies in the agricultural sec-
tors of developing countries.

In South Korea, the total rural population increased at arelative-
ly moderate rate of 1.65 per cent per annum between 1959 and
1967 and thereafter it declined steadily. By 1975 the rural popula-
tion was 18 per cent lower than what it had been in 1967. These
figures imply a substantial rate of rural-urban migration and one
which, moreover, has been accelerating. Taking sub-periods, the
growth rate of rural population was 2.11 per cent between 1959 and
1964, 1.0 per cent between 1964 and 1967, and thereafter the
growth rate was negative. The share of the rural population in total
population decreased from 58 per cent in 1959 to 38 per cent in
1975. Perkins* has estimated the size of the population transfer out
of the rural areas and states that

The rural population in 1975 was virtually the same as what it was
in 1953-55. If, instead of holding steady, the rural population
had maintained its share in the total population at 1953-55
levels, there would have been nearly 22 million rural people
instead of 13 million. The share of the 9 million difference who
entered the non-agricultural labour force . . . represents the farm
sectors’ contribution to Korea’s industrialisation.*

The increase in labour absorption in the non-agricultural sectors
began around 1963 when the new military government’s drive for
industrial growth began to take effect and intensified after 1966
when industrial growth shifted to an export-intensive bias and to
higher growth rates. Between 1963 and 1973 output in the indus-
trial sector grew at 17.1 per cent per annum and employment grew
at 9.3 per cent per annum. It is interesting to note that the high rate
of growth in industrial employment was due mainly to the very high
rate of growth in output; the labour absorption rate of income
growth*’ in Korean industry was not significantly higher than other
Asian countries like Thailand, Malaysia, Taiwan and the
Philippines.4

Apart from providing relief from population pressure, it has also
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been argued that the rapid growth of the non-agricultural sectors
has been favourable to agriculture in several ways. Perkins puts this
case most strongly when he argues that ‘Koreais. . . amodel of how
an industrial revolution can precede and help bring about an
agricultural revolution rather than the reverse’.4” He claims that the
industrial growth was financed without squeezing agriculture and
that, once successfully under way, industrial growth provided the
enabling conditions for the growth in agricultural productivity and
income. He illustrates the latter point by pointing to the growth in
demand for food generated by industrial growth and the easing of
the foreign exchange constraint which allowed the import of a key
agricultural input (fertilisers) as well as food. Food imports were
seen as contributing to a loosening of the imperatives to extract a
surplus from agriculture and ‘helped Korea in a fundamental sense
to avoid policies that could have seriously cut into farmers’ incomes
and incentives’.*® It has also been argued that the interest-rate
reform of 1965 and the growth of investment opportunities in the
industrial sector drastically reduced the attractiveness of farmland
as an investment proposition and a hedge against inflation. ‘Float-
ing funds concentrated on the purchase of farmland were diverted
to banks and investment in non-agricultural fields’.*® A survey
conducted in 1976 showed that ‘the rate of return for investment in
farmland was only 4.8 per cent, which is lower than the bank
interest rate of 16.2 per cent’.° According to this argument, there-
fore, the incentive for capitalist penetration into agriculture was
weak and hence contributed to the containment of disequalising
tendencies in the form of land concentration in the agricultural
sector.

The Perkins thesis contains a large element of truth but overlooks
some important questions. The crux of his argument about the
absence of a squeeze on agriculture rests on an analysis of rural
household savings and direct financial transfers out of the agricul-
tural sector. After analysing trends in rural household savings,
capital formation and tax burdens, he concludes that ‘while farmers
saved a respectable proportion of their income in the 1960s (but not
in the late 1950s), relatively little of this income found its way into
the modern sector’,’! and that ‘throughout most of the post-1960
period, particularly after 1965, rural savings financed only about 10
per cent of total capital formation, a share about equal to the
percentage contribution of agriculture to the increase in national
product’.5?
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What the above argument overlooks is that there are a variety of
ways of extracting a surplus from agriculture and that, ideally, the
problem should be analysed within a general equilibrium
framework, encompassing the effects of inter-sectoral terms of
trade, exchange rate policies etc. If one takes this wider view then it
can be shown that agriculture was by no means the ‘untouched’
sector that Perkins portrayed it to be.

Ever since the end of the Korean War, agriculture has been
contributing to economic stability and growth through bearing the
burden of low procurement prices for food. In the 1950s, the
motivation was primarily to contain inflationary pressures during
the reconstruction of the war-torn economy. In the 1960s and
1970s prices remained low in order to keep urban industrial wage
costs down as well as to maintain price stability. The latter motiva-
tion can be seen in the fact that rice and barley were not only
acquired at prices below the free market price but were also
released at prices lower than the cost of procurement by the
government.’* Moreover, the level of industrial wages in Korea was
low in relation to the average productivity of labour when compared
to other developing economies.*

The burden that this ‘cheap food’ policy imposed on the agricul-
tural sector can be seen in Tables 2.15 and 2.16. The effect of
government procurement policies is equivalent to a tax on agricul-
tural incomes and the burden of this tax depends on the extent to
which procurement prices are below market prices and the propor-
tion of disposable output that is subject to procurement. In South
Korea the share of compulsory government purchase of the mar-
keted surplus has been increasing steadily since the 1950s and in
1975 it stood at 50 per cent for rice and 90 per cent for barley. This
procurement price has consistently been below the free market
price and, although there has been a tendency towards a narrowing
of the difference between the two prices since 1964, the procure-
ment price was still some 12 per cent lower than the free market
price in 1974. Even more significant is the fact that the procurement
price was below the average cost of production up to 1961. ‘The
Government grain was in effect requisitioned from farmers through
local administration channels. As a result, farmers suffered much
loss because of forced sales to the Government’.55 Since then the
ratio of procurement prices to costs has increased steadily, espec-
ially since 1971.

Another indicator that agriculture has borne part of the burden
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Table 2.15 Government Purchase Prices. Market Prices and Cost of
Production for Rice, 1948-75 (won per 80kg)

Purchase Cost of Market®

Year Price Production Price A/B A/C

A) (B) © (%) (%)
1948 2.47 3.72 7.10 66.3 34.8
1949 2.67 6.71 13.21 39.9 20.2
1950 16.40 15.88 52.30 103.6 31.4
1951 65.37 n.a. 157.50 — 41.5
1952 200.62 329.09 447.50 61.0 44.8
1953 200.62 330.94 350.00 60.6 57.3
1954 308.33 330.94 581.00 93.2 53.1
1955 390.56 838.44 962.00 46.6 40.1
1956 1059.00 1134.00 1591.00 93.4 66.6
1957 1059.00 1384.00 1311.00 76.5 80.8
1958 1059.00 1297.00 1157.00 81.6 91.5
1959 1059.00 1300.00 1368.00 81.4 77.4
1960 1059.00 1313.00 1687.00 80.7 62.8
1961 1550.00 1377.00 1768.00 112.6 87.7
1962 1650.00 1422.00 2801.00 116.3 58.9
1963 2060.00 1373.00 3470.00 150.0 59.4
1964 2967.00 1936.00 3324.00 153.3 89.3
1965 3150.00 2672.00 3419.00 117.9 92.1
1966 3306.00 2495.00 3750.00 132.5 88.2
1967 3590.00 2735.00 4289.00 131.2 83.7
1968 4200.00 3403.00 5140.00 123.4 81.7
1969 5150.00 3565.00 5784.00 144.5 89.0
1970 7000.00 4642.00 7153.00 150.8 97.9
1971 8750.00 4682.00 9844.00 186.9 88.9
1972 9888.00 6115.00 9728.00 161.7 101.6
1973 11377.00 6578.00 12175.00 173.0 93.4
1974 15760.00 7959.00 17821.00 198.0 88.4
1975 19500.00 n.a. n.a. —_ —

24 November-January average prices

Sources Korean Ministry of Agriculture and Fisheries, Grain Statistics,
1967-75.
Korean Ministry of Agriculture and Fisheries, Cost of Production Survey,
1967-75.

Note Cost of production includes the imputed cost of family labour.

for industrial growth is the movement in the terms of trade for
agricultural products.

As shown in Table 2.16, the terms of trade improved by 63 per
cent between 1959 and 1963, but this improvement was from a base
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that was very unfavourable to the agricultural sector. (In 1959 the
market price of rice was only S per cent higher than its average cost
of production.) From 1963 onwards the terms of trade moved
against agriculture and this trend was not reversed until 1969.
Nonetheless, even after 1971, when procurement prices of grain
were raised sharply, the improvement in the terms remained mod-
erate, being only 12.5 percentage points higher in 1975 than in
1970. Moreover, the gains by 1975 did no more than restore the
position lost since 1963.

Taking all these factors into account, it seems clear that it would
be inaccurate to claim that there was no transfer of resources out of
agriculture to finance industrial growth. Indeed, it is possible to
advance the opposite argument that the rate of growth of agricul-
tural incomes and productivity has been held down because of the
disincentive effect of low prices. It has been argued that the
availability of PL 480 (Public Law 480 of the USA concerning the
disposal of surplus farm production as food aid) food imports up
until 1969 explains the relative neglect of agriculture until the
inauguration of the third five-year plan in 1972.56

On balance, however, it would appear that the generous availa-
bility of foreign aid did act as a restraining influence on the extent to
which agriculture was squeezed in the initial stages of the drive to
industrialise in the 1960s. The high rate of labour absorption also
facilitated the growth of rural incomes and helped to check dise-
qualising tendencies. Nonetheless, it is by no means true that
agriculture escaped completely unscathed.

It should be noted, however, that the degree to which agriculture
was or was not squeezed is not a vital part of the explanation of the
favourable performance of the system in respect of the distribution
of income and the degree of poverty. It is relevant primarily to the
rate of increase in the level of rural incomes, and it is unlikely to
have had very pronounced assymetric effects on the incomes of
farmers with different farm sizes because of the relative homo-
geneity of cropping patterns and farm technology that characterises
the Korean agricultural system. It bears reiteration that income and
productivity growth in South Korean agriculture was respectable by
international standards in spite of the ‘cheap food’ policy and that
the system was highly responsive to changes in the price — cost
differentials. According to Kuznets, agricultural output growth
accelerated since the early 1970s, due mainly to the favourable
change in this price—cost differential.s?
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In summary, we would attribute the relatively favourable perfor-
mance of the South Korean agricultural system to the egalitarian
conditions created by the land reform, the efficacy with which
disequalising tendencies were controlled and the favourable impact
that growth of the non-agricultural sectors had in dampening the
power of these disequalising tendencies. These factors are to some
extent interdependent. The initial egalitarian distribution of land
not only created a low degree of inequality in asset and income
distribution, but also created the pre-conditions for a widely dif-
fused adoption of new productive inputs and of productivity and
income increases. At the same time the wide diffusion of growth
would have contributed to the dampening of disequalising tenden-
cies and the alleviation of poverty, as did the rapid growth in the
industrial sector.

2.5 On spedificity and replicability

In the previous sections we have surveyed the performance of the
South Korean agricultural system and identified some of the main
factors which accounted for its relatively favourable performance.
We now have to address ourselves to the question of the ‘lessons of
the Korean experience’ and its relevance for the developing world.
It is not a question which one would voluntarily pose, given the
rather obvious value-bias and the connotation of a naive belief in
the possibility of global social engineering. However, the question
lurks willy-nilly and some answer is called for.

There are two senses in which the questions of the ‘relevance of
experience’ are usually posed. First, there is a concern with under-
standing the ‘mechanics’ of the system; how it functioned and why it
led to particular outcomes. Secondly, there is a concern with
knowing how a system came to be installed and what surrounding
circumstances enabled this to be done. The first sense is the domain
of the economic exhorter offering nostrums such as ‘let the market
work’. The second is that of the ‘systems transplanter’ eager to
retrace the steps of recent economic history, to identify the sequen-
tial ordering of major steps and then to use this as the underpinnings
of recommendations on development strategy. It should be noted
that the two concerns are often connected in that adopting the
second position often assumes prior acceptance of the first.

A basic difficulty in answering the question in either or both of
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the above senses is that of the degree of specification. An over-
specified answer would not be very instructive. If one piled up the
number of conditions and ‘ifs’, one could come up with a truistic
answer that, subject to all these qualifications, the system can be
made to work or is transplantable. At the other extreme, an
under-specified answer would be hardly any more interesting. For
instance, to say that ‘rapid industrial growth was essential to the
success of the Korean system’ begs too many questions to be
considered a useful statement. It is therefore an inherently difficult
type of question to answer.

The first sense in which the question has been posed has already
been implicitly answered in the previous section. The factors which
account for the relatively successful performance of the system were
also the key elements in understanding the functioning of the
system.

The real question, therefore, is that relating to the replicability of
the experience, in the second sense. A useful way of tackling this
question is to start by an enumeration of the main elements of
specificity in the Korean experience.

The first element of specificity revolves around the configuration
of domestic and international events which made the thorough land
reform both necessary and feasible. The nationalist uprising against
a harsh Japanese colonial rule towards the end of World War II
contained a strong strand of agrarian revolt against Japanese land-
lords, as well as against their Korean counterparts who were
regarded as collaborators. At the same time, the partition of the
country along the 38th parallel in 1945 installed an American
military administration in the South which was impelled to initiate a
process of land reform in order to crush communist ascendency in
the Korean countryside. A powerful alien military administration
between 1945 and 1948 in a war-torn country was faced with little
political resistance in initiating a land reform. It moreover had a
convenient ‘degree of freedom’ in the form of former Japanese-
owned land, forming about 20 per cent of the total cultivated area,
which was available for distribution. The Korean administration
under Syngman Rhee, which took office in 1948, was totally
dependent on American support and hence pliant to American
wishes on land reform3 as on other issues. Moreover, Syngman
Rhee himself had a very limited political base and used the land
reform to break the power of his strongest political threat, the
landlord-dominated Korean Democratic Party.5?
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The Korean War also facilitated the process of land reform. The
upheaval of war weakened the possibility of resistance by landlords,
and it has been claimed, more generally, that the effects of war
resulted in a levelling in the asset distribution in Korea through the
destruction of many large fortunes. The continuing geo-political
significance of the Republic of Korea after the end of the Korean
War also ensured favoured access to American foreign aid (includ-
ing PL 480 food imports) which, as mentioned in the previous
section, eased the pressure for domestic resource mobilisation to
finance the industrialisation programme.

A second element of specificity derives from the extraordinary
growth in industrial output after 1965. Part of the explanation of
why such rapid growth was achieved lies in the geo-political signifi-
cance which South Korea enjoyed. This created not only favoured
treatment in terms of American aid disbursement but also in terms
of the inflow of American and Japanese direct investment and of
favoured access to the large American and Japanese markets.®° The
Korean export boom was largely absorbed by these markets.

It has also been claimed that sound economic management
played an important part in bringing about this rapid growth. It is
beyond the scope of this paper to evaluate fully these explanations
but it is worth mentioning in passing that there is an ‘efficient
authoritarianism’ about the Park government. Rapid growth has
been posed as an overriding national goal and its attainment has
been pursued with the imagery and style of a military offensive.
National greatness is equated with rapid economic growth.s!
Economic growth is also seen as the key element in the competition
with North Korea and vital to the nation’s survival in the face of the
constantly invoked bogey of communism. There is thus evidence of
efficiency, as reflected in the relatively short time-lags in project
implementation and the frenetic export drive, but also ruthlessness.
The political repression and tight control over the labour force are
the reverse side of the coin of this efficiency.5? Yet rapid growth,
however forced, was achieved and had the favourable impact on the
agricultural system that was discussed in the previous section and
hence constitutes an important distinguishing feature of the Korean
experience.

The third element of specificity was the agrarian system that
prevailed prior to the land reform. All the available evidence
indicates that the system prevailing in Korea was similar to that in
Japan. Both systems were subject to the same constraints of high
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land to man ratios and the labour-intensive nature of paddy cultiva-
tion, the predominant crop. It has been said of Japanese agriculture
that

change occurred within relatively narrow technical limits; and of
the relatively unchanging elements of farming, the most impor-
tant were the small size of units, family organisation of produc-
tion, and the unsparing use of hand labour [and that] family
farming remained the almost invariable rule, preserving the
pattern of compact settlements and blocking the growth of large
capitalist farms. Land ownership did tend to concentrate, but
large owners turned their land over to families of tenants or
part-tenants rather than work it themselves.

We believe that the similarity in technology, cropping pattern and
factor-proportions and the effects of Japanese colonial rule would
have ensured that a highly similar system prevailed in Korea.
Moreover, this is the only system that would be consistent with the
data on the pre-reform size distribution of holdings and the absence
of landless agricultural labourers that we discussed in an earlier

section.

The genesis of such a system and the reasons for its survival is
extremely interesting to enquire into but there appears to have been
little work done on this question. Johnson and Kilby speculate that
itis the peculiarities of technology that were the main determinants:

... with the development of more productive but labour-using
techniques, small units employing family labour were more
efficient. Large landowners, being reluctant to sell their holdings,
responded to the situation by renting their land to tenants who
were prepared to apply the more intensive techniques that had
been evolved.$4

Whatever the reasons for its existence, such a system certainly
makes it easier to institute a system of small family farms after a land
reform than one where land concentration gave rise to large pro-
duction units and proletarianisation of erstwhile peasants.

These three elements certainly limit the extent to which one can
speak of the replicability of the Korean experience. It should be
noted, however, that these elements have varying significance for
the ‘replicability’ proposition. The political vacuum created by war
and the particular type of pre-reform agrarian system are things
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which cannot be created by conscious policy and hence constitute
unique circumstances. The facts of rapid growth and favourable
access to external resources are, however, of different significance
since it is by no means obvious that high growth is attainable only
through the particular configuration of circumstances which pre-
vailed in South Korea.

If we abstract from these elements of specificity it is still possible
to draw some general conclusions, albeit weak ones, from the
Korean experience. First, it could be said that a thorough-going
land reform yields positive benefits in terms of both distribution and
growth. The land reform brought about a swift alleviation of
absolute rural poverty and, far from resulting in a loss of output,
created the pre-conditions for widely diffused growth in the rural
economy. It also showed that egalitarian small-scale peasant pro-
duction is one viable alternative to the growth with increasing
poverty that goes in train with growing concentration in land
ownership within a market economy. More generally, it might be
taken as an illustration of the proposition that a major redistribu-
tion of assets does create the pre-conditions for rapid growth within
a market system without leading to a sharp polarisation in income
distribution. It should be remembered, however, that the Korean
agricultural system also showed that within such a system dis-
equalising tendencies were strong, even given the presence of
unusual favourable circumstances and that strong countervailing
measures were necessary on a continuous basis.

Put differently, it might be said that if agricultural production has
to be organised on the basis of private ownership of land, then a
relatively egalitarian system of peasant farming is clearly superior to
one with a high degree of concentration of land ownership. The
broad dissemination of new inputs, new technologies and high-
yielding material is unhindered by the ‘landlord-bias’ that has
thwarted attempts to modernise non-egalitarian agrarian systems.
At the same time the Korean system also demonstrated the possibil-
ity of maintaining sufficient ‘elbow room’ for private material
incentives to animate the systemSS without leading to growing
inequalities and absolute impoverishment, provided legal limits to
land ownership and tenancy are adequately enforced. In addition,
the extremely high land to man ratio that prevailed in pre-reform
Korean agriculture does disprove one conventional wisdom, i.e.
that land reform would be self-defeating under conditions of ex-
treme land scarcity.
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Given the general difficulty in arriving at firm conclusions that
has been evidenced throughout this paper, it seems only fair that the
author be allowed to conclude by reiterating a number of caveats.
At best, the ‘lessons of the South Korean experience’ can be
interpreted only as necessary and not sufficient conditions.
Moreover, nothing that has been said should be interpreted in a
naive prescriptive sense. Apart from confirming the validity of some
general propositions about the relationship between land reform
and economic growth, we do not believe that the South Korean
model does in any sense provide a pre-fabricated blueprint for rural
development. Finally, it should be remembered that this paper by
no means constitutes an overall evaluation of the Korean path to
economic growth. The evaluation was within the narrow confines of
quantitative criteria relating to growth of output, income distribu-
tion and savings and we have eschewed the larger question of
comparison across economic systems. There ought to be nothing in
what we have said which precludes a judgement that the costs in
terms of political repression have been too high, that the provision
of socially provided services, like health and education, has been
inadequate®® or that alternative institutional arrangements could
not have generated superior outcomes.
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3 Organisation of Agriculture for Rural
Development:
The Indian Case

Ashok Rudra

3.1 Introduction

In the vast Indian sub-continent a static view would reveal a high
diversity in the different kinds of agriculture — diversity not only in
the cropping patterns and cultivation methods determined largely
by geographical conditions, but also in the forms of agricultural
organisation and the structure of the rural economy and rural
society, which are determined by very diverse historical conditions.
Subsistence agriculture is carried out by animal power and human
labour aided by the most primitive of tools. Although production is
wholly for the market, it is still enmeshed in extremely backward
technological as well as institutional conditions, as in the case of
crops like jute and sugar cane. Production of food crops as a matter
of profitable business is with the help of all the paraphernalia of
modern technological agriculture but on a scale which, by standards
of most developed countries, is extremely meagre. Plantations are
run on purely capitalistic lines and on scales large enough to be
comparable to the estate farms in developed countries of the West;
cash crops which are suitable for plantations (like coffee, rubber)
are grown, cultivated on a garden scale along with such crops as
coconut, areca nut and various spices. Land is cultivated by land-
owning family’s members themselves; land is cultivated by tenants
with the owner taking no interest in production whatsoever, but
land is also cultivated by the landowner himself but leaving the
manual operations to servants, casually employed labourers or
tenants. These are but some of the aspects of the kaleidoscopic
diversity which the scene of Indian agriculture presents. There is no
discernible common pattern except perhaps in the practically total
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absence of any collectivistic production; a role of minor importance
is played by co-operatives of sorts in some fields like credit and
marketing, but that too within an extremely uneven spread.

However, behind this apparent lack of any common pattern in a
static view, it is possible to discover, if one takes a dynamic view, the
clear outlines of a unity. Unity in diversity is a cliché much used in
connection with Indian culture and the cliché is no less true of
Indian agriculture when one looks at the directions of its move-
ments. These movements are no spontaneous movements. They are
the results of a strategy of rural development that isimplemented in
a consistent, concerted manner which is remarkable for its absence
in all other spheres of developmental policy in the country.

As we shall see in Section 3.2, the foreign advisers to the Indian
government have played a central role in the shaping of the strategy
of development that is giving a unified pattern to the dynamics of
Indian agriculture in all its aspects. They have exerted a consider-
able influence in shaping India’s agricultural policy ever since the
first days of economic planning in India. They did not, of course,
start with a clean slate: the slate was drawn over by some well-
defined thoughts on development policy and strategy which was a
product of the Indian nationalist genius of the pre-independence
period. And the advisers themselves did not arrive at the strategy in
one day. Their strategic recommendations passed through various
phases, diverging further and further away from the Indian
nationalist framework, until they arrived at the final phase which
turned out to be vastly different from the one that was the product
of the early nationalist consciousness.

Of course no strategy could have been accepted nationally if it
had not been supported by powerful domestic interests. The
strategy has received increasing support from the rich farmers as
well as the industrial entrepreneurs, the interests of both of whom
are served by the strategy. But the rich farmers and the industrial
capitalists of the country were less clairvoyant of their own interests
than were these advisers, whose task was to open the eyes of these
groups to their own interests in this matter.

3.2 Thestrategy

The following is an account of the strategy by one of the strategists,
Cummings:
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1. The new strategy focused on combining high yielding varieties
of seeds with a ‘package’ of complementary inputs concentrating
on selected water-assured acreages.
2. The development of high yielding varieties of seeds was the
critical new element.
3. The fundamental policy change was to concentrate inputs on
the highest productivity areas.
4.In addition, there were commitments to:
a. make available required inputs, particularly chemical fer-
tilisers, assigning priority to scarce foreign exchange when
necessary;
b. actively encourage domestic and foreign investment in
fertilisers and other input areas;
c. implement a price policy which was ‘producer orientated’;
d. reorganise agricultural research into a co-ordinated pro-
gramme of all India schemes;
e. refocus extension activities;
f. support a system of state agricultural universities which
would make scientific activity directed towards practical
application a permanent part of the India scene;
g. extend the distribution of rural credit.!

This statement of the strategy is quite complete; but its flat tone
manages to hide what constitutes its sharp cutting edges. After all,
the use of fertilisers or the best seeds does not constitute any
strategy: there cannot be any way of developing agriculture when
land is in limited supply without involving the use of yield increasing
inputs. The first cutting edge of the strategy was the total absence in
it of any consideration of institutional reforms. The strategy is a
strategy of increased production by the most effective use of the
technological factors alone, which are assumed to be capable of
being manipulated without changes in the institutional framework.
It is a strategy that aims at changing the forces of production without
aiming at any concomitant changes in the relations of production.

The second cutting edge of the strategy is the ‘package principle’
or the ‘intensive approach’. Once again, the idea that fertilisers
should not be wasted on dry land and that high yielding variety
seeds should not be sown without there being adequate supply of
water and fertilisers hardly constitutes a breakthrough in wisdom.
Hence the package principle, in that it means complementarities in
inputs are to be taken care of in their application, is a
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commonplace idea. What is not a commonplace idea is that as
resources are scarce, it is wasteful to spread them thinly on all farms;
optimum use of resources requires that they be applied in optimum
doses, and in the right combination, only to those farms who can
make the best use of them.

It is, however, not only a question of intensive application of
resources to geographically limited areas. The selective and con-
centrative approach has also to be applied to selected crops. Asone
of the pioneers of the new technology, Borlaug, writes:

Yield increases of 15 to 20 per cent will convince no one.
Demonstrations showing increases from 100 to 600 per cent,
such as those which have been achieved over widespread areas in
India and Pakistan during recent years, have caught the peasants’
imagination and have triggered off agricultural revolution. Such
demonstrations destroy the peasants’ attachment to archaic prac-
tices, and with them their ‘conservatism’. They generate
enthusiasm in farmers, scientists, and government officials and
usher in an entirely new spirit of hope and agressiveness at all
levels.

In order to mount such an attack, strong food production
campaigns should be initiated around one single crop or animal
product for which new high yielding technology is available. It
should be a product which is important to the economy of the
country and for which the minimum production services, such as
roads, market facilities, and sufficient water for substantially
higher yields, are available.2

Yet another direction of concentration is in time. The strategy
aims at obtaining spectacular results in a very short time horizon.
The same author writes:

Production levels that have taken centuries to reach in the
developed countries can be achieved in decades in the developing
countries . .. We reject the approach of a ‘yield take-off’ as a
means of changing a traditional agriculture.

A corollary of the intensive approach is the selectivity with
respect to farmers. If the principle is to concentrate resources in
such regions and on such crops as promise the maximum return, it
follows that they should also not be spread thinly over all farmers,



76 Agrarian Systems and Rural Development

but only on those farmers who can make the best use of the
resources. The Indian strategy identified such farmers as ‘progres-
sive farmers’. However, it cannot but happen that the progressive
farmers would be mostly big and rich farmers. That is because the
technology of high yielding varieties with intensive use of irrigation
water and fertilisers in optimum proportions call for a lot of working
capital; and it is only the big and rich farmers who can command
such working capital from either their own surplus or from sources
of credit.

The strategy is thus one that aims at maximising short-run growth
of commodity production at the cost of increasing the disparity
between the richer and poorer farmers, and that between advanced
regions and backward regions. It is one that explicitly rejects growth
with social justice, which happens to be a declared objective of
planning for economic development in India. It is not a matter of
our making inferences or interpretations. It is a matter that is
explicitly stated in so many words by the chief architects and
protagonists of the strategy. Thus, Ladejinski, one of the experts
closely associated over a long time with the formulation and im-
plementation of the strategy, wrote:

The aim of the Green Revolution as envisioned by the policy
makers is productivity; social imperatives were not part of it. Itis
not the fault of the Green Revolution that the credit service does
not serve those for whom it was originally intended, that the
extension service is weak and ineffective, that the village pan-
chayats, or councils, are essentially political rather than develop-
mental bodies, that security of tenure is not given to the many,
that rentals are exorbitant, that ceilings on land ownership are
notional, that even rising wage scales are hardly sufficient to
satisfy the basic essentials of the farm labourer, or that generally
speaking in those conditions economic necessity and social justice
for the village poor do not ride in tandem. Many of these are
man-made issues of very long standing.3

Of course the well-known social evils cited are not the fault of the
‘Green Revolution’. It is a strange way of speaking. Fault attaches
to human actions, not to the products of human actions. Of course
the social evils cited are age-old man-made issues. But the so-called
‘Green Revolution’ is also a man-made phenomenon and it is
clearly admitted above that man, in setting about bringing in a
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‘Green Revolution’, did not even aim at removing the age-old
man-made evils!

This, of course, does not mean that the strategy ignores the
objective of social justice. While the pattern of growth promotion is
not meant by itself to lead to harmonious economic development of
the rural sector or to improve the pattern of distribution (ratherit is
accepted as bound to worsen it), it takes up the problem of
improving the lot of the poor farmers as an independent sub-
strategy which is of the nature of providing certain reliefs and
benefits to the poor farmers who are deliberately to be left out of the
growth process. That this is indeed not an integral part of a unified
strategy for the development of agriculture, but something merely
appended to a strategy for growth, is indicated by the way the fifth
plan used the expression ‘second part of the strategy’ to denote the
special schemes meant for the relief of the poor farmers. We shall
take a more detailed look at these schemes in Section 3.5.

An important aspect of the strategy is the stress it lays on making
agriculture dependent on industries for its inputs. Traditionally,
Indian agriculture was self-sufficient in the matter of its input
requirements; for fertilisers it mainly used organic manures and
green manures; the implements that were used could be, and were,
manufactured by village carpenters and blacksmiths themselves. As
we shall see in Section 3.2 below, the strategic framework of the
pre-independence India attached positive value to this village self-
sufficiency and this emphasis remained for some time in the strategy
for agriculture in the first period of planning. However, the strategy
that has finally been adopted attaches a predominant importance to
industrial products as intermediate goods to be used in agriculture.

Thus the role of organic manures has been minimised; that of
green manures completely overlooked; and the entire reliance for
plant nourishment placed on chemical fertilisers. It has been shown
(see, for example, Minhas and Srinivasan*) that irrigation combined
with moderate doses of fertilisers and ordinary seeds promises
larger and more widely distributed benefits than intensive use of
chemical fertiligers in combination with HYV seeds; but this ap-
proach has not been accepted. In irrigation the policy has either
been to go for cement-steel intensive, large-scale works involving
the use of earth-moving and various construction equipment or for
much smaller-scale irrigation that calls for such industrially pro-
duced goods as deep tubewells. The planners have systematically
left unexplored the scope for use of labour-intensive irrigation
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works. About mechanisation in general the policy is of selective
encouragement, the argument being that not all machinery is labour
displacing and some machinery can help to increase production.
The strategy recommends not only domestic investments in the
fertiliser and agricultural machinery industries but also imports of
these products. As domestic investments almost always involve a
great deal of foreign participation, the strategy effectively involves
encouraging an increasing direct role of the multinationals in Indian
agricultural development.

Yet another important feature of the strategy is the importance it
attaches to research directed at keeping up a continuous flow of
innovations in the matter of seeds and husbandry practices. As a
logical corollary it lays stress on an extension service manned by
personnel sufficiently trained in agronomy to carry information to
the doors of the farmer. Both imply heavy investments in agricul-
tural universities and research institutions and such institutions as
have come up are heavily dependent on foreign experts. This is thus
another aspect of agriculture being made dependent upon the
industrial sector as supplier, a salaried bureaucracy as conveyor and
foreign experts as advisers. This is in marked contrast to the
philosophy of village self-sufficiency and of extension work being
done by committed social workers, whether of the type of the village
worker of the Gandhian scheme or of the type of the party cadresin
the socialist countries.

Price support policy constitutes a crucial element of the strategy.
In theory the price policy is supposed to achieve an equitable
balance between what are considered ‘remunerative prices’ for the
producer and ‘fair prices’ for the consumer. The presumption is that
this can be achieved by cutting down on the private traders’ margin.
In actual practice the policy as far as food crops are concerned has
served to prevent prices for the producers falling low, but has not
prevented prices for consumers rising high. The terms of trade have
moved consistently in favour of agriculture.5 Agriculture getting a
more favourable treatment than industries in an early stage of
industrialisation is perhaps an exceptional phenomenon with great
political significance.

The way government policy contributed to the above phenome-
non is as follows. The government set itself the task of procuring
food grains from producers and distributing them to the consumers,
both at pre-determined prices. But in actual practice the volume of
government procurement and distribution has quite often fallen
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much below the requirements of the non-agricultural consumers, so
that most such consumers have been obliged to obtain part of their
requirements from the free market at much higher prices than fixed
‘fair prices’. On the side of the producers, they never suffered. For
whenever market prices tended to fall, government procurement
came in to maintain the prices offered by the government. On the
other hand, when prices tended to rise, the government failed to
procure sufficient amounts. This, despite the fact that the govern-
ment has always talked about procuring food grains through levies,
that is to say fixed quotas for each farmer. While the above account
is true of food grains and other food crops and therefore broadly of
agriculture as a whole, the story is different when it comes to crops
like jute where a large mass of poor farmers face a monopsonistic
buyers’ market of jute mill owners.

Underlying the entire strategy is a philosophy of agriculture
developing under the propelling force of the profit motive of the
relatively bigger and richer farmers, with the state providing the
infrastructure facilities. The basic tenet of belief of the architects of
this strategy is that ‘farmers in developing countries are acting in a
rational economic way’, by which is meant that these farmers
maximise profit according to the rules of the neoclassical theory of
the firm. In other words, faith is being laid for achieving the task of
developing agriculture on the acquisitive spirit which motivates
private entrepreneurs. In traditional Indian agriculture this spirit
was located and condemned in the professional money-lender, the
speculative trader, etc. An important discovery of the proponents of
the strategy is that the same acquisitive spirit may be found latent in
the cultivators too and all the components of the strategy are aimed
at further encouraging this spirit. Thus, one of the principal archi-
tects of the strategy writes the following in clear, explicit words:

We should recognise that unless we take appropriate steps to
create the necessary social conditions and in particular foster
amongst our farmers a desire for a standard of living which is
appreciably higher than their present level of living, they will not
have the necessary incentive and urge for working harder, for
taking greater risks and for trying out new techniques with a view
to producing more and earning more so as to get the wherewithal
for purchasing the goods and services for which they have a new
demand. It is not, however, suggested that we should make them
crave for a standard of living which is completely unrelated to
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their present level of living. In fact if it is too unrelated and
appears unattainable to them, it will not produce the stimulating
effect that is expected. All that is needed is that like the ‘Holy
Grail’, the standard of living should be always a little ahead of the
level of living and yet not so far ahead that it appears to be beyond
their reach. It is only then that they will not merely have a desire
to improve their present position but will also have the feeling
that with a little enterprise and a little more effort it will be
possible for them to reach that higher level.¢

This clearly stated aim seems to have been achieved. The ‘Holy
Grail’ which the richer farmers are pursuing is the way of life of the
urban middle class; while the latter in their turn are craving after
the comforts of the consumption society of the West.

3.3 The evolution of policy

The strategy that has been described and discussed in the preceding
section is the result of an evolution over time that started in the
pre-independence period and took final shape towards the late
sixties. In this section we shall briefly trace the path of this evolu-
tion. The two end-points of these present striking contrasts (in some
respects diametric opposites), so that the end-point cannot be
understood properly if taken by itself without reference to the
evolutionary path.

(a) Pre-independence thought

An idea about the social framework of agriculture as conceived by
the nationalist ideology of the pre-independence period may be
obtained from the proposals of the Congress Agrarian Reform
Committee which submitted its report in 1949. This conception was
based on the philosophy that the main hurdles on the path of
agricultural development lie in the institutional arrangements as
opposed to the philosophy that the principal bottleneck lies among
technological factors. This philosophy was later caricatured by the
supporters of the technology-first-and-foremost strategy in such
words as the following:

The view that conspiracy is a source of agricultural problems has
played a major role in Indian agricultural development program-
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ming. An extensive literature protests the exploitation of Indian
farmers by landlords, money-lenders and merchants, all charged
with conspiring to the disadvantage of the poor cultivator.’

The aforecited report gave highest priority to the abolition of the
revenue collecting intermediaries; next in importance in its scheme
came the conferring of occupancy rights to tenants. It also recom-
mended ceilings on holdings. And it emphasised greatly the role
that co-operatives could play not only in the matter of credit and
marketing but also in production; by way not only of co-operative
aids to farming to enable small farms to overcome the disadvantage
of small-scale farming but also of joint farming, that is farming on
pooled land with the help of pooled resources of labour and capital.
Such was the strength of the pro-co-operative ideology at that time
that co-operativisation was recommended to be enforced! The
Committee even recommended ‘Collective type of farming on a
portion of reclaimed lands where landless agricultural labourers
would be settled’.

The first five-year plan gave the leaders of the nationalist move-
ment the opportunity of putting into practice their programmes.
Zamindari (that is, the institution of revenue collecting landlords)
was abolished wherever it existed in the country during the first
years of planning. This apart, none of the other land reform
proposals (tenancy abolition, ownership ceilings and co-
operativisation) ever got implemented. However, the proposals
regarding tenancy and ceilings have remained on the agenda all
along. Each successive plan has talked about difficulties in their
implementation and admitted failures both in legislations and in
implementation and reiterated resolutions for henceforth carrying
out the tasks more satisfactorily.

The story is different for co-operatives. The programme was
dropped for all practical purposes. Talks of co-operatives, joint
farming and co-operative aids to individual farming were kept up
during the first plan and the second plan (1951-55 and 1956-60),
but there was no further talk of any ‘enforcement’. Even talk of
co-operation in the field of production has ceased since then. The
talk of co-operatives in the field of credit and marketing still
continues — it occupies a lot of space in the fifth plan volume. Such
co-operatives are indeed quite widespread, but it is widely accepted
that these organisations mostly perform a function very different
from the one visualised for them in the pre-independence national-
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ist ideology. Instead of being instruments for enabling poor farmers
to overcome the obstacles arising from their lack of resources, they
have become instruments for enabling the rich farmers to receive
state support. The prevalent practice is for rich farmers to form
co-operatives and receive aid from the state, thereby undermining
an institution, the co-operatives, which under different circum-
stances might have helped the poor.

In the matter of rural development the first five-year plan (1951-
56) marked one important departure from the pre-independence
nationalist thinking. The latter, under the influence of Gandhi’s
thoughts, always believed that village-level ‘constructive work’
should be carried out by political workers, one for each village, who
would be motivated by the desire to serve the people and who would
live in the village among the villagers as one of them. This idea was
dropped. The concept of ‘extension services’ was imported from the
experience of developed countries and the task of village develop-
ment was entrusted to a cadre of government employees for whom
this was not a political task nor a social service but merely a low-paid
job. An entirely new wing of the administration was set up for this
purpose under the community development programme. A net-
work of community development blocks was set up in the early
fifties and covered the entire country in the course of the next
decade with a density of one block per 100 villages.

Each block covered 100 villages and some 60-70,000 people.
The block was conceived as a co-ordinated administration which
treated simultaneously the diverse but interrelated needs of village
development. It recognised the interdependence of village services
and hence the need for their co-ordination. At the head of the
operation was the block development officer, who directed a hierar-
chy of technical specialists and village-level workers. Directly under
the block development officer were the technical specialists. There
were normally about eight of them — one for agriculture, one for
animal husbandry, and one each for such areas as co-operatives,
social education (largely literacy training), rural industries and
engineering, women’s and children’s activities and local govern-
ment. At the bottom of the structure was the village-level worker.
Through him the specialisations represented by the technical
specialists were supposed to be brought together.

The task envisaged for the Community Development Pro-
gramme (CDP) - as the very title of the programme indicates — was
not oriented towards agricultural growth taken by itself. Its aim was
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rural development in all its aspects and agricultural growth was
considered merely as an important part of such comprehensive rural
development. Thus it was also concerned with the development of
agriculture, village industries, health, sanitation and education,
mostly on a self-help basis and with resources available within the
village. Government capital was to be used only to finance the new
staff, provide share capital and loan funds to primary co-operative
societies, establish government seed farms and finance minor irriga-
tion.

It only follows logically from the comprehensive rural develop-
ment philosophy of the programme that it should be extensive, and
not intensive in its coverage. The programme did not discriminate
between more advanced areas and less advanced areas, more
enterprising farmers and less enterprising ones. All villages of all
kinds were brought under the umbrella of the block network; and in
theory at least the programme was supposed to pay all the more
attention to the poor and the less resourceful farmer so as to enable
him to overcome his handicaps.

In the matter of technology, in this first phase primacy was given
to irrigation; and in the matter of irrigation emphasis was laid on
gigantic multi-purpose river valley projects. On the question of
plant nutrients, emphasis was laid on organic manures, green
manures, etc. Pesticides were supposed to play a very minor part.

The CDP was destined to fail. The block organisation was hardly
capable of discharging the services expected of it. The block de-
velopment officer was a general administrator who was largely
concerned with paper work and with co-ordinating the operations
carried on in the block. The technical specialists were also heavily
burdened with administration and form-filling. Even when exten-
sion personnel ministered to the farmer, the specialists’ service was
more one of facilitating loan and subsidy assistance from the
government than of extending new technical knowledge.

It was the village-level worker who was supposed to do all
practical work: set up field demonstrations, initiate talks and group
discussions, carry out the programmes of all eight assistant develop-
ment officers. In actual fact, he was far from such a paragon; he was
a young man with, at best, a secondary education. Most were not
known as successful farmers in their areas and lacked the experi-
ence or the skill to excel in traditional cultivation methods.

The block development officer and his technical extension
officers lived in nearby towns, worked between 10 a.m. and 5§ p.m.
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like any other white-collar worker and travelled about in jeeps
which were put at their disposal. This very style of action ruled out
any possibility of their being anywhere near a village worker of the
Gandhian scheme or a grass-root party cadre as in China or the
Soviet Union.

(b) Abandonment of the comprehensive approach

The Community Development Programme (CDP) was largely
indigenous in its inception, the product of Indian politicians
imbibing the world view of the bureaucracy of the British period. It
was however supported by American aid in the form of money and
expertise from the beginning. The US Government and the Ford
Foundation provided more than $100 million for this programme
during the first and the second plans. American experts even took
part in the training of the village-level workers. But they had
reservations about the programme from the very early days. It is
therefore not surprising that the subsequent changes that took place
in the rural development philosophy should have been moulded by
foreign advisers.

In 1952 a US Technical Co-operation Mission, in its report
‘Observations of Indian Agriculture’, advocated giving special
attention to agriculture at the cost of other aspects of rural develop-
ment. It focused on the need for training agricultural scientists and
for agricultural research. This was the beginning of the view that
prevailed in the end: the view that it is neither institutional obstacles
nor the lack of means of the poor Indian peasant nor any ‘irrationa-
lity’ of the Indian farmer that is responsible for the stagnation of
Indian agriculture, but lack of technological knowledge. In 1955 a
Joint Indo-American Team recommended the establishing of
agricultural universities similar to the state land-grant universities
of the United States. The recommendation was accepted and such
universities were set up in due course, heavily staffed by agronom-
ists trained abroad as well as by visiting foreign scientists. These
universities have indeed played a very important role in the agricul-
tural development from the mid-sixties.

The first five-year plan ended with two successive good harvests
due to unusually good weather conditions and this created some
complacency among the country’s planners. The complacency
evaporated when the good harvests were followed by some bad
ones. Desperately looking for ready-made solutions from other
countries, the country’s planners talked for some time about the
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Japanese method of paddy cultivation which, it was said by Indian
experts coming back from visits to Japan, could multiply paddy
yields several fold. Visiting teams to Japan were followed by visiting
teams to China and the talk of the Japanese method of cultivation
was followed by the talk of Chinese methods of cultivation which,
for a brief while, held the stage.

Finally, in 1958 the Government of India set up a Committee (the
Nalagarh Committee) which recommended the integration into a
single ministry, at the state level, of all ministries and departments
dealing with programmes for the development of agriculture, irriga-
tion, land reclamation, soil conservation, animal husbandry, veteri-
nary science, agricultural markets, forestry, co-operation, agricul-
tural research, education, extension, public works, etc. It also
recommended that the extension staff of the integrated department
concentrate on production; the village-level worker was to be
relieved of his rural development duties in order to concentrate
entirely on agriculture.

These recommendations were quickly superseded by those of the
now famous Ford Foundation team that originated the ‘package
principle’. The ‘Report on India’s Food Crisis and Steps to Meet It’
contained the seeds of most of the principal components of the
strategy that was finally adopted. It also talked of co-operative
institutions, land ceilings and consolidation of holdings. This lip
service to institutional issues was eliminated in the final programme
that emerged out of the report, namely the Intensive Area Develop-
ment Programme (IADP).

c. The intensive area development approach

The IADP contained all the points of the strategy finally adopted as
detailed in the first paragraph of Section 3.2 above. But it still
placed itself in a framework of overall rural planning. It empha-
sised farm-level planning, village-level planning, as also rural work-
programmes for utilising the vast surplus manpower.

The IADP was officially adopted in the third five-year plan and
its implementation was taken up with a speed and efficiency that
could be legitimately associated with the determination to lift
India’s agriculture out of its ‘low level equilibrium trap’. The
officers concerned quickly discovered that such parts of the pro-
gramme which had anything to do with the philosophy of economic
planning could be dispensed with. Thus farm-level planning and
village-level planning never got beyond the stage of paper planning
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and that too only in some of the first few IADP districts. Also rural
works programmes rapidly became enshrined as one of the many
well-meaning ornamental edifices not meant for any functional use.
And it is this kernel of the IADP programme that in the course of
the sixties developed into the strategy that was finally adopted.

While the IADP gave importance to water management, it also
emphasised a shift from large-scale to small-scale irrigation. It
became fashionable to criticise the large-scale irrigation projects of
the first and the second plan periods as being monumental white
elephants: too capital intensive, involving too long a gestation lag
and allowing only a low utilisation ratio of the water flowing
through the canals. There is some truth in all three points of
criticism. Yet one cannot but detect more than a trace of prejudice.
The multi-purpose projects were meant not only to make water
flow for irrigation purposes but also to control floods which used to
cause havoc at periodic intervals in different parts of the country
and it has not been argued by any of the critics that the taming of
some of the notorious flood-prone rivers could have been managed
on any small scale. Similarly, these projects also contained impor-
tant components of hydro-power generation, and that too called for
large-scale planning.

As to the low rate of utilisation of the canal waters, the problem
lies, in there not having been adequate development of a network of
feeder canals and drains to make the water reach the individual
farmer’s plots. Utilisation of canal water, whether through feeder
canals or by the flooding method, calls for co-operation among the
owners of land in the command area. As the drive for co-operatives
has been dropped and replaced by encouragement for the spirit of
individual self-seeking, it is only logical that in this matter of
irrigation one should emphasise small-scale irrigation which does
not call for much co-operation. Irrespective of the objective merits
and demerits of canal irrigation and small-scale irrigation, the
important fact remains that small-scale irrigation and sale of irriga-
tion water in a private market for water is perfectly compatible with
private property in land.

To sum up, the evolution of developmental policy with regard to
agriculture underwent the following major changes: (i) a shift in
emphasis from rural development as a whole to growth of agricul-
tural production taken narrowly; (ii) a shift in emphasis from
institutional reform to reliance on the potency of technology; and
(iii) the dropping of the ideology of co-operatives and its replace-
ment by the ideology of individual self-seeking.
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3.4 Growth performance

We shall in this chapter attempt an assessment of this strategy in
terms of its objective, namely growth. The task is more difficult than
it may look at first sight. The question has obvious political, and
other, undertones, and a great number of loose claims are made by
politicians, journalists and vocal sections of the public as to how
Indian agriculture is passing through a period of ‘Green Revolution’
and recording remarkable rates of growth or, alternatively, how the
same agriculture is stagnating under the weight of conditions de-
scribed as ‘semi-feudal’ etc. Most of the statements are made
without any supporting empirical evidence or any careful statistical
analysis of the same. What is regrettable is that even competent
economists have indulged in strong assertions on statistical proce-
dures which are highly questionable.

One of the elementary mistakes one frequently makes is to
calculate the rate of growth from a comparison of two arbitrary
end-points. That the choice of end-points would seriously affect the
calculation of the rate of growth by this method is easily understood
and accepted. But that the calculation of the rate from a fitted trend
curve can be equally misguiding has not been as well understood.
Thus, a usual procedure is to fit a trend curve of the form:

f()) = a(l + r),

where ris a constant rate of growth. When one fits such a curve, one
necessarily gets some estimates of a constant r and one puts this
forward as the ‘trend rate of growth’ for a period covered by the
time series. The procedure betrays a lack of awareness that such a
curve fitting cannot ever tackle the question whether the rate of
growth has changed over time or remained constant.

It seems to us that in order to examine if there has been an
acceleration or deceleration or none of the two in the rate of growth
of agriculture, one would have to fit a trend curve from which one
can take a constant, increasing or decreasing rate of growth and also
use to examine for possible breaks in the trend. A built-in increasing
rate of growth would indicate a dynamic agriculture: a break in the
trend would indicate what could justifiably be called a ‘revolution’.

Guided by this idea we present the results of some careful
statistical exercises with the help of two trend curves to data relating
to the growth of agricultural output as a whole as well as to that of
food grains®. One of the curves is the semi-logarithmic, that is the
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curve with a constant rate of growth given by the formula above; the
other is the Gompertz, a curve that can accommodate a rate of
growth that may increase, decrease or be constant. The results for
all India are presented in Figures 3.1 and 3.2 and some explanations
are provided in the Appendix at the end of this chapter.

The statistical exercises show that both the functional forms give
very good fits to data. This has two important implications:

1. Remarkable as it may appear, there does seem to have been a
common growth trend for agriculture as a whole as well as for
food grains over the entire period 1951/52 to 1973/74. This
rules out any break in the trend at any point; so that for
agriculture as a whole, and for India as a whole, one cannot
recognise at any point any such drastic change as may qualify
for the adjective ‘revolutionary’. As such, one can say, as far as
can be judged by statistical evidence, that there has been no
such thing as a ‘Green Revolution’ as a result of the introduc-
tion of the new strategy or otherwise.

2. The implications of the two curves fitted, each giving very
good fits, are however extremely different. According to the
semi-logarithmic fit, agriculture has been growing before and
after the introduction of the strategy at a steady constant
growth rate of three per cent per year. If however one takes
the Gompertz fit one has to conclude that the smooth trend
that has marked agricultural growth over the entire period
1951/52 to 1973/74 is one that involves a declining rate of
growth. The rate of growth was four per cent in the early fifties
and reduced to one per cent by 1973/74.

Two curves each giving more or less equally good fits and yet with
such drastically different interpretations pose problems of inference
which we do not want to go into now. However, we may all the same
make one positive statement and that is that the trend certainly does
not incorporate an increasing rate of growth. This means that the
new strategy has at most succeeded to preserve the same trend as
before the application of the strategy; if the rate of growth were
constant before, it has continued to remain so after; if it were
declining before, it has continued to decline afterwards in the same
way.

However, even if the growth of agriculture for the country as a
whole reveals a smooth trend so as to rule out any drastic change in
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the production conditions of agriculture in the country as a whole, a
very different picture emerges if one looks at some of the different
regions of the country. Trend analysis carried out on exactly the
same lines as above yields interesting results as may be seen from
the findings presented in Figures 3.3 to 3.6 taken from a highly
illuminating paper.® The paper considers two wheat producing
regions, namely Punjab (including Haryana) and Uttar Pradesh,
and two rice producing states, namely West Bengal and Andhra
Pradesh. The conclusion that can be safely drawn from the trend
analysis for West Bengal and Andhra Pradesh is that there has
neither been an increasing rate of growth nor any break in trend in
these states for paddy. It is precisly on this point that results for
Punjab and Uttar Pradesh for wheat are different. When one
considers a common trend for wheat for the entire period 1950/51
to 1973/74 for these two states, neither of the two curves fit the data
well over the entire time span, suggesting breaks in the trends. That
it is indeed so is borne out by the fact that one gets very much better
fits when one breaks the period into two at 1966/67 and fits
semi-logarithmic curves separately to the two parts. It would,
therefore, not be unjustified to conclude that there has been a
revolutionary change in the production conditions of wheat in Uttar
Pradesh and Punjab, but none whatsoever in the cases of paddy in
Andhra and West Bengal.

The general conclusion that one can draw is that there has indeed
been break-throughs in production conditions for some crops and in
some regions but no such thing has taken place for all crops and in
all regions. So that for the country as a whole, and agriculture as a
whole, the strategy has not succeeded.

3.5 Impact on agrarian relations

In the present section we shall study the changes that are taking
place in the relations of production as a result of the strategy. A
large number of scholars have been arguing that this new strategy of
agricultural development has been increasing the economic dis-
parity among the agricultural population. They emphasise the
increase in the inequality of income and wealth distribution - that
is to say, the relative worsening of the economic conditions of the
poorer farmers. Some go further and argue that there has been an
increase in the poverty of the agricultural populations not only in
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relative, but also in absolute terms. Not many attempts have been
made to establish the correctness or otherwise of this analysis. An
exception is Pranab Bardhan who, in one paper has tried to demon-
strate with the help of Lorenz curves that inequality of distribution
has, indeed, increased in certain states.!° He has also argued in a
different paper that wage rates of agricultural workers have not
kept pace with the rise in prices even in Punjab, so that there has
been an absolute impoverishment of agricultural labourers.
Bardhan’s statistical exercises are not above criticism.!! For exam-
ple, it has been pointed out that the farm management data used by
him for drawing the Lorenz curves are such as to invalidate the
conclusions he draws. His contention on wage rates has also been
challenged.!?

This, however, is a matter on which one hardly needs sophisti-
cated statistical exercises. That the rich farmer would be in a
position to go in for the new agricultural technology and that the
poor peasant would not be able to do so is a matter of simple
commonsense and is accepted as a part of the strategy itself. It is
naive and ridiculous in this connection to talk of ‘scale neutrality’ of
the new technology. What is meant by ‘scale neutratilty’ is that the
responses to the divisible inputs like water, fertilisers, seeds, etc. are
not found to be dependent on the size of plots. However, all these
inputs call for economic resources and these resources are beyond
the reach of the poorer farmers and, for reasons too well known to
require to be emphasised, credit facilities are also not available to
the poor farmers in the same degree as they are to the rich farmers.

That this resources constraint cannot but increase economic
distance between the rich and the poor farmers has been illustrated
by different students of the subject in terms of typical magnitudes.
Thus, one conclusion shows

For a typical area the inputs per hectare for HYV rice cost
Rs.1125 in 1971. The national per capita income was about
Rs.600 for the same year. In the area investigated, a small farmer
who owned about two hectares could afford to spend only about
Rs.350 per hectare on these inputs.!

Another calculation in a study carried out on a sample of traditional
and modern farms (using HYV paddy and wheat), shows that the
extent of acquisition of various items of fixed capital (excluding
purchase of land) was on average Rs.407 per hectare for the
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traditional farms and Rs.1177 per hectare for the modern farms.!3
Ladejinski figured out that ‘for one with seven acres must have a
pair of bullocks worth Rs.2000, a tubewell demanding about
Rs.6500 and inputs worth Rs.1500 or a total of Rs.10,000° and
himself concluded: ‘this is where neutrality to scale begins to break
down’.'* This apart, whether strictly called for or not by the new
technology, mechanisation has started to play an increasingly im-
portant role in many regions; and machines being indivisible the
advantages of large farm size and large plot size are obvious.

We may now turn to the question of the impact on employment.
Much is made of the fact that the capital-intensive techniques of the
strategy are supposed to be also at the same time labour intensive.
The new technology, it is maintained, is characterised by frequent
applications of water, fertiliser, insecticides and weeding, double
cropping, bigger crops, large volumes of transportation, marketing
and food processing. Hence, there is the temptation to think that if
the impact of the new techniques on the owners of land is to increase
the degree of inequality among them, this may be compensated by
increased employment and increased income among the landless
labourers and small farmers. Also one expects increased employ-
ment in industries associated with agriculture, in the secondary and
tertiary occupations involving carpenters, masons, furniture mak-
ers, etc. However, the very same practices that are supposed to
absorb more labour also involve rotary ploughs, barrows, and
tillers to go with them, electrically-operated tubewells, sprayers and
threshers, etc. which displace labour. The net effect on employment
of the labour-intensive aspects of the new technology and the
labour-displacing effects of some of the machinery (not all machin-
ery, it is claimed, is labour displacing) is a matter of controversy.
Some would discover a net labour-increasing effect and some would
have it that only animal power is displaced, not human labour.

An interesting question in this connection is the change in forms
of labour employment. In a study, based on data from a number of
villages in Punjab, Kusum Chopra draws the conclusion that trac-
torisation leads to the increase in the employment of family labour
as well as of casual labour, but decreases the employment of annual
farm servants.!® This, however, contradicts in some ways the
findings of a survey carried out among the big farmers of Punjab in
1968.17 Those findings were that tractorisation increases employ-
ment of farm servants at the cost of casual labour; and pumps and
tubewells create demand for casual labour and replace permanent
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servants; and both permanent servants and casual labourers are
substitutes for family labour.

We now turn to the impact of the strategy on the ‘mode of
production’. The new technology, by enchancing the profitability of
cultivation, has made many a landowner who earlier leased out his
land, or left it idle, into a commercial profit-maximiser. There has
been large-scale eviction of tenants and resumption of cultivation
by such owners. On the other hand, comparing the data of the
Indian Censuses of 1961 and 1971, one finds a great increase in the
proportion of agricultural labourers in the rural working force —
from 15 per cent to 25 per cent.

A survey carried out in Punjab showed that between 1955/56 and
1967/68, farmers with between 100 and 150 acres increased their
total land, mainly through purchase, by 38 per cent.!® Ranadhawa
presents a figure of a 23.8 per cent increase in size of farms above 24
hectares in the brief period of two years between 1967/68 and
1969/70.1° Land acquisition through purchase is only one, some-
what restricted, means of increasing the size of holding. Alongside
the eviction of poor tenants, there is the trend of large-sized farms
leasing-in land from poor farmers. Ranadhawa provides some
evidence about such leasing-in by bigger farmers during the years
1967-9. Kusum Chopra observed certain evidence of the big far-
mers indulging in consolidation of their fragmented holdings: the
average size of fragments increased for all size groups of her sample
of tractorised farmers.

Another matter of very great significance is the changes that are
taking place in the tenancy arrangements. Widespread evidence
shows that in the ‘Green Revolution’ areas in India, tenancy as such
has not stood in the way of the adoption of the new technology.
There has, of course, been in many places steep rises in rents or in
owner shares. There have been in many areas changes in the mode
of rent payment like share rent, fixed-cash rent, fixed-kind rent, etc.

A very important development is for the owners to share in the
costs of cultivation so as to remove the disincentive of tenants to go
in for expensive cultivation; also, to make advances, often interest-
free, of seeds, fertilisers, etc. to enable the tenants to make use of
these expensive inputs. The repayment of these advances in terms
of crops, of course, means increases in the crop share of the owner.
Along with this, there is a tendency on the part of the owners to
become more and more the actual decision maker and the tenant to
become more and more indistinguishable from a permanent farm
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servant. This provides an explanation for the observed similarity in
the levels of inputs as well as yields between owners and tenant
groups.?0

An important associated question is what are the sections of the
farmers who are at the forefront of implementing this strategy? A
lot of evidence suggests that these dynamic farmers are owners of
middle-sized farms and also are partly owners and partly tenants. In
this connection, reference may be made to the study by Peter von
Blanckenburg who makes the following important observations
about the ‘progressive’ farmers in Punjab and Mysore who are
found to be leading in the so-called ‘new’ agriculture:

The real entrepreneur farmer, who is far ahead of the mass of
other cultivators in rational resource allocation, in farm and
labour organisation, in marketing practices, and in the adoption
of agricultural innovations, is practically absent from our study.2!

This somewhat agrees with the finding of a survey conducted by
the author that there are farmers who are ‘efficient’ in that they
excel in yield per acre of farm land and also make a good profit per
acre of farm land.?2 But such ‘efficient’ farmers do not show, in
comparison with the inefficient ones, any greater tendency to
market their products, or employ hired labour against cash pay-
ment. That is, these efficient farmers do not reveal the features of
full-fledged capitalist farmers. Also these farmers were only in a
small proportion ‘gentlemen farmers’, i.e. drawn from educated
urban, moneyed people.

Another question of interest is to what extent the adoption of the
strategy has given rise to the emergence of a new class of ‘gentlemen
farmers’? If by ‘gentlemen farmers’ are meant people of urban
background belonging to the educated middle classes taking up
farming as a newly prestigious occupation and a comfortable way of
living, then the importance of such farmers is much less than the
impression one might get while touring the countryside. Given the
strikingly different way of life of such people both from other
cultivators and from other urban folk, they easily catch the eye. But
in a statistical survey that the author conducted among the big
farmers of Punjab the proportion of those with a non-farming
background was found to be no more than eight per cent; and those
with any education higher than the school level constituted only one
per cent.? Hence the transformation in the Indian countryside



The Indian Case 97

cannot be ascribed in any significant measure to the role of ‘gentle-
men farmers’. The transformation is largely a phenomenon of
erstwhile landlords or erstwhile rich peasants becoming enterpris-
ing farmers under the driving force of the profit motive encouraged
by the strategy.

The fact that there has not been the emergence of any class of
full-fledged capitalist farmers does not of course rule out the
emergence of various capitalist features and trends in the farming
sector. This leads us to the controversy that has been raging in the
country on the ‘mode of production in Indian agriculture’ without
there being any sign of any agreement being reached. On the one
hand, there are those who point to the fact that the employment of
wage labour is fast increasing and this, coupled with the accumula-
tion of productive capital that is visibly taking place, is interpreted
by them as unambiguously indicating capitalist development in
agriculture.

There are serious opponents of this school who point out that
labour in Indian agriculture is far from being a free seller of labour
power; as such they deny that the existence or expansion of the
wage labour force in Indian agriculture could be treated as an
expression of capitalist relations. They further point to the con-
tinued prevalence of the institutions of sharecropping, usury, etc.,
and of the absence of any process of increasing concentration of
landholdings in fewer and fewer hands in support of the view that
the dominant mode of production is still pre-capitalist.

A third extreme view, which has unfortunately become fashion-
able in certain circles, has it that the prevailing mode is a ‘semi-
feudal’ one characterised by big landowners being more interested
in making investments in unproductive channels like usury and
trade than in productive channels; not only that, they are opposed
to investments being made by tenants and other poor farmers lest
the rise in their income level makes them go out of their ‘debt
bondage’.

A fourth view has it that the mode of production in Indian
agriculture is neither capitalist nor feudal; and among those who
subscribe to this ‘neither-capitalist-nor-feudal’ view, some think it
necessary to coin a new name like, say, the ‘colonial mode of
production’.

We on our part think that the controversy has been largely
scholastic and futile. In our opinion the semi-feudal theory of
landowners being opposed to productive investments does not
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deserve to be taken seriously as it flies in the face of all facts. The
strategy under discussion is one primarily directed at promoting
productive investments in agriculture and this could not have been
adopted and implemented without the support of the landowning
class. We further think that the capitalism versus feudalismissue is a
non-issue.

We believe that criteria for feudalism and capitalism as used by
Marx and Lenin have been applied in Indian conditions in a rather
mechanical fashion. Thus, while we agree that labour in Indian
agriculture is largely unfree, we are not prepared to go as far as
those who use this fact to argue that on that account the production
relations in agriculture are akin to feudal ones. The examples of
restrictions on the labourers’ freedom provided are mostly results of
poverty leading them into relations of debt. But relations of debt
and other relations of dependence of the poor on the rich are
instances of economic coercion, whereas what characterises feudal-
ism is extra-economic coercion.

Again we do not think that one should treat accumulation of land
measured in surface areas as a necessary condition of capitalist
relations. Capitalist relations get expressed in accumulation of
capital and in the case of land it should be the value of land that
should be expected to get concentrated under capitalist relations.

We believe that it is possible to discover different capitalist and
feudal tendencies and traits in different combinations in the big
landowners, but it is not possible to separate them into two classes —
feudal and capitalist. Furthermore, among those landowners who
reveal more capitalist tendencies and those who are more feudal
in their comportment it is impossible to discover any conflicts of
interests. As such it would be wrong in our opinion to think in terms
of an emerging class of capitalist farmers in opposition to a declining
class of feudal landlords.

The big landowners indulge in a variety of activities between
which there are no conflicts of intersts. Thus, cultivation of land
with the help of tenants, cultivation of land with the help of hired
labourers, money-lending, trading — these activities are pursued in
different combinations by different biglandowners without thereby
generating any conflicts among themselves. In our opinion these
people constitute the dominating class in Indian agriculture who
exploit the large masses of labourers, as well as poor owner and
tenant farmers.

The effect of the strategy has been to make more and more
members of this class resort more and more to productive invest-
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ments. However, their unproductive investments continue to exist
side by side. Also, given the vast supply of surplus labour the
strategy has had no effect on making the unfree labourers any more
free. Thus, the mode of production in Indian agriculture is charac-
terised by the partially productive and partially unproductive rein-
vestment of surplus, generated by the exploitation of partially
unfree sellers of labour power; and the effect of the strategy has
been to aggravate further this very peculiarly mixed character of
those who derive their economic and social power from the owner-
ship of land; and to strengthen further this class in their exploitative
relationship with the poor masses of labourers and peasants.

3.6 The sub-strategy for welfare

As has been mentioned before, the strategy for agricultural
development which is being implemented by the government makes
a conscious and explicit divorce between measures to promote
agricultural production and measures to promote welfare of the
broad masses dependent on agriculture. It is recognised that the
growth-promoting measures necessarily increase the inequality of
distribution; the sub-strategy is meant to compensate the majority
of the agricultural population for the absolute or relative losses that
they are to undergo because of the implementation of the growth
strategy itself.

This recognition that welfare promotion and growth promotion
cannot be integrated in to a common development strategy is based
on the recognition of the following two hard facts:

1. The rate of development of the economy as a whole and the
industries in particular are far from being adequate to absorb
the growing surplus labour in agriculture; as a matter of fact it
is inadequate even to absorb the growing labour force in the
urban sector itself.

2. The land to man ratio in the country is such that there is no
possibility whatsoever of distributing land among the landless
labourers in any economically non-negligible amounts even if
one were to impose and implement draconic ceilings.

This latter point is highlighted by Minhas who calculated that if all
the land above aceiling of 20 acres per holding were taken away and
distributed among households operating fewer than five acres of
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land, it should be possible to have a uniform distribution of holdings
of size 0.54 acres per person among this population of households.?
To achieve this one would have to leave completely untouched the
growing volume of the totally landless who accounted for about 26
per cent of the population in year 1969/70. In other words, even if
the totally landless are not to be given any benefit at all, the land
that could be obtained by imposing ceilings on the big-sized hold-
ings is hardly adequate to convert the poorest landed peasants into
cultivators of minimum-sized viable farms.

As the development of industries is not regarded as capable of
absorbing the surplus among the landless peasants and there is no
land to convert these landless peasants into landed ones, one is left
with no other option, within the system of private property in land,
than either to ignore the plight of the impoverished masses or to
consider measures for them which are of the nature of relief and
dole. It is understandable that no government can afford to declare
officially the adoption of the first. Therefore, the government has
chosen the second, namely relief and dole, which constitutes the
welfare sub-strategy.

However, the dimensions of the relief and dole operations that
have been incorporated in the fourth and fifth plans are so meagre
in relation to the requirements that the chosen option is not really
different from that of a relative neglect of the rural poor and
unemployed. This should be clear from the following figures.
Dandekar and Rath calculated in 1970 that if all the rural poor and
unemployed (leaving out the poorest 10 per cent of the rural
population) were to be brought up to a certain minimum level of per
capita consumption, an additional income of Rs.822 crores per year
at 1968/69 prices must be distrbuted to them.?’ These would call for
works programmes of the dimension of about Rs.1000 crores per
year in 1968/69 prices. This would mean a budget of Rs.5000
crores for rural works programmes alone.

The inability of the government to implement a programme of
this order can be well appreciated with the help of the following two
comparisons. The total outlay on agriculture in the fourth five-year
plan was Rs.3466 crores. In other words, if the rural works pro-
gramme to meet the minimum consumption needs of the rural poor
was to be made a part of the fourth five-year plan (1969-74), it
would have called for resources of 50 per cent more than the total
amount that was allocated to agriculture and irrigation. The other
comparison is with the amount that was actually allocated in the
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fourth plan to take care of these minimum needs, as also the similar
allocations in the fifth plan. For example, the amount allocated to a
scheme called Crash Scheme for Rural Employment during the
fourth plan was Rs.50 crores. According to the fifth plan even this
small amount (compared to the required Rs.1000 crores) could not
be spent and even the bit of money that was spent was not fruitful in
giving rise to the targeted amount of employment. Thus, the fifth
plan writes ‘the bulk of the expenditure, about 80 per cent, was
incurred on communications’. Whatever might be meant by com-
munications in this connection, it can hardly cover assets of a
durable nature, in consonance with a local development plan which
was the idea behind the scheme. This scheme has wisely been
dropped in the fifth plan.

The official plans, the fourth and the fifth, put forward some
other schemes described as constituting a ‘special programme’ for
meeting minimum needs, i.e. the needs of the rural poor and
unemployed. These schemes are grouped under the Small Farmers’
Development Agency (SFDA), Marginal Farmers and Agricultural
Labour (MFAL), Drought-Prone Areas Programme (DPAP), etc.
Small farmers are identified as those with one and three hectares of
land; marginal farmers are those whose holdings are even smaller.
For the first two projects, namely SFDA and MFAL, the allocation
in the fourth plan was only Rs.115 crores and the estimated
expenditure was only Rs.49 crores. The fifth plan itself criticises
these schemes for being based on ‘inadequate project reports,
unrealistic targets and above all lack of proper synchronisation of
normal state plan activities and activities of these special projects’.
As to the DPAP (for which the allocation in the fourth plan was
Rs.111 crores and of which Rs.74 crores was spent), it was criticised
in the fifth plan for tending to ‘lack an appropriate order of
priorities’ and ‘a sizeable deviation from the norms and yardsticks’
of the schemes. According to the fifth plan, ‘a large number of
schemes are likely to be left incomplete by the end of the fourth
plan’. Despite this poor record, the fifth plan allocates Rs.500
crores for this heterogenous bundle of schemes.

We may now attempt an assessment of what the substrategy for
welfare amounts to. Even if the Rs.500 crores is going to be spent in
such a fashion as to create productive assets and at the same time
generate income to the tune of Rs.500 crores, it would meet less
than 10 per cent of the minimum needs. We may remember that the
minimum needs would call for Rs.5000 crores in the prices of
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1968/69 and for the population of about the same date. The prices
during the fifth plan would be substantially higher than those of
1968/69; so would be the population below the minimum-needs
level. However, even this arithmetic of Rs.500 crores at certain
prices against Rs.5000 crores at certain higher prices is unimportant
to the real issue. As we have seen, the fifth plan itself assesses the
schemes rather poorly. The political economic factors which make
such schemes ineffective are not gone into by the plan and there is
no likelihood of there being any change in them during the plan.
While official sources do not show even rough estimates of how
much money spent on these schemes went to meet the minimum
needs of the rural poor, it is quite clear from the available accounts
that much of the funds have gone to those who are much above the
minimum needs level.

We have discussed in the above paragraphs schemes that have been
proposed and somewhat tried out. However, there has been a view,
correct in our opinion, held by many economists that such schemes
can never possibly cope with the vast problem of rural poverty and
unemployment. Thus, in the words of an economist who himself was
for some time a member of the Planning Commission,

setting up of separate agencies for tackling each of the many
problems that small farmers face — the recent move towards a
small farmer’s agency may be taken as one example - is likely to
make little dent on the total problem. We camnot pull vast
millions out of abject poverty by passing out doles; there are far
too many claimants and the cake is small. A make-work pro-
gramme of rural works will have little lasting effects unless it is
integrated into a comprehensive view of rural resource
development.26

The same author correctly observes about the programme that
‘generally, they end up doing nothing better than “digging holes and
filling them up”’.

There have thus been thoughts amongst economists and policy
makers about various ways in which the problems of the poor
farmers and landless labourers can be approached in a ‘comprehen-
sive, integrated’ fashion. Various proposals and schemes that have
been put forward by various people have the following core of

essentially sound ideas:



The Indian Case 103

1. There are strict limits to the extent the productive qualities of
land may be increased by actions taken on individual holdings,
given the extremely small size of most such holdings and the
even smaller sizes of most of the fragments in which the
holdings are divided. There are many land improving actions
which require to be carried out on the scale of a village taken
as a whole. Thus, effective water management — whether with
the help of a feeder network of canals, or by the sharing of
small-scale irrigation water — flood control, contour-building,
prevention of erosion, etc. can only be effectively carried out
by planning at a village level for all the land taken together. In
other words, development of land, taking into account only
the constraints of geographical factors, calls for an action
programme which involves a scale of operation much larger
than that of individual holdings.

2. Such an action programme on a village scale can operate very
largely with locally available resources and can absorb very
large volumes of labour as well as result in high increases in
production and thus high increases in income.

However, the rock on which all such schemes founder, either
immediately after attempted implementation, or even before it, is
the end left open in them, namely that of how to achieve co-
operation among all the parties concerned, starting from the few big
landholders to the many very small ones, not to speak of the
numerous totally landless families. The problem arises from the fact
that the different holders of land would benefit from village scale
operations differently. Roughly speaking, the permanent benefits
would be proportional to land owned; which means no permanent
benefit to the landless, though the latter may temporarily benefit
from increased employment. However, most of the schemes that
have been put forward by different people take it as axiomatic that
no kind of curtailment of private property rights in land are to be
considered.

We present below one or two examples of such schemes by way of
illustrations. Minhas put forward a scheme which he called ‘an
integrated programme for compulsory consolidation of landhold-
ings and complementary public works’.?’” The principal idea was
compulsory land consolidation and development. All the land
holdings of a village are to be taken over by an agency, thoroughly
surveyed, all possible improvements carried out on them and then
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divided into large homogenous fragments to be redistributed
among the landholders so that no holding would consist of more
than two fragments.

Minhas did not calculate the funds that would be required for the
country as a whole nor the increased production and income that
would follow from such a programme. However, he suggested that
at least a part of the required funds could be collected locally in the
form of consolidation fees with ‘a considerable element of progres-
sion’. Minhas provided reasons for the landowners not agreeing to
act co-operatively on their own in terms of such logic of contradic-
tion between individual interest and collective welfare as illustrated
by the ‘prisoners dilemma’ and argued in favour of coercive laws.
However, he explicitly ruled out collective ownership of land. His
preferred model is that of ‘an n-person non-co-operative game-
theoretic set up’.

While the above is an illustration of a scheme thought out by an
individual economist, an example of a scheme which is backed by a
state government is the Comprehensive Area Development Project
of West Bengal. This scheme in its original configuration visualised
an operational unit as being a compact block of 10,000 acres. Each
such project would be under a Project Development Board which is
supposed to receive co-operation from the different development
agencies of the state government as well as the banks and is
supposed to have statutory powers to plan and to implement all
development measures such as installations of pumps and
tubewells, digging of distribution channels, linking up of credit with
marketing on the basis of hypothecation of crops, taking over of
land of absentee landowners for settling them on the local poor
peasants, etc.

The scheme incorporated a most original idea for making the
project self-financing. It involves two measures: the first makes it
obligatory that all sales should take place to the project board. The
second measure is to make it obligatory for the board to supply all
the input and credit needs of all farmers in the project area. These
two measures logically rule out usury (because credit is supplied by
the project) and speculative trade (because marketing is taken care
of by the projects). Thus, at one stroke, the immemorial vices of
usury, speculation and other forms of unproductive investment are
to be liquidated. Not only that, the scheme proposes that a cordon
should be imposed on the institutional savings of the area. Banks
and other savings agencies would be under the obligation of invest-
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ing in the project area the forced savings of the rich farmers (forced,
because of the elimination of non-productive channels) which
would be augmented because of the development carried out by the
project.

The question that neither Minhas nor the people behind the West
Bengal scheme just described face, is who is to bell the cat? Of
course, all the needful things like imposing progressive levies,
compulsory consolidations, compulsory confiscation of unused land
for the settling of landless people, etc. can be done by an authority
given statutory powers to do so. The statement cannot but be 100
per cent true, being nothing but a tautology. The underlying politi-
cal philosophy is that the state and its various organs and other
statutory bodies are above the influence of the rich and the power-
ful. This philosophy has inspired countless legislations and the
vesting of various powers on various authorities for the implemen-
tation of various institutional reforms. However, the history of
implementation and non-implementation of all these measures
reveals a clear pattern when account is taken of the influence on the
government exerted by different interest groups.

The government of India and the state governments have passed
various legislations which, if implemented, would adversely affect
the interests of the dominant groups in rural areas. It is easy to show
that few measures of this kind have been effectively implemented to
date. Examples are tenancy laws, ceilings on land, taxation on
agricultural income - all of which have been legislated, but none, by
the admission of the government itself, implemented. One merely
has to be a hard-headed realist, and not a doctrinaire orthodox, to
recognise facts for what they are and not to expect any miraculous
exception in the case of the rural development schemes. Whatever
be the statutory powers given to any local authority the latter would
necessarily be influenced by the interests of the dominant local
groups. As such, these authorities would find it difficult to take any
steps which diverge from the interests of the rich landowners.

3.7 The emerging structure

The strategy that is being consistently and systematically applied by
the government is resulting in deep changes in the agrarian struc-
ture of the country and leading it to a common pattern. This
common pattern has not yet clearly emerged and the speed of the
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change is very uneven. All the same, its broad lines can be clearly
delineated.

This emergent structure would be characterised by millions of
farms as now, the overwhelming majority of the farms being of
miniscule, small or medium size, an extremely small proportion of
the farms being somewhat big — the biggest farms being nowhere
near the big farms of the developed countries. The various land
legislations that have taken place would prevent any large-scale
transfer of land from the small farmers to the big farmers and
prevent the emergence of really giant-size farms to any significant
scale: they would remain exceptions. On the other hand, none of the
half-hearted measures that have been taken to help the small
farmers would lead to any reverse transfer of land from big farms to
small farms or the formation of bigger-sized holdings from an
amalgamation of the miniscule holdings. Hence, land distribution
would remain highly concentrated but more or less as now; it would
not become very much more concentrated.

There would, however, be a very largely increased concentration
of assets and income among the bigger farmers, as a result of the
heavy investments carried out by them.

Private property in land would remain universal. Land would not
come under any kind of social ownership through any form of
collective or co-operative ventures.

Tenancy would undergo serious modifications. Small tenant far-
mers would either be evicted or they would work under the owner’s
supervision and decision taking and be reduced to a status not very
different from that of farm servants. Simultaneously, the other kind
of tenants, the big-sized enterprising rich tenants, would gain in
importance. Big and medium-sized farms would find it profitable to
lease-in from poorer farmers on a fixed rent basis; leasing-in land by
this class of cultivators from other medium- and big-sized farms and
cultivation on crop-sharing cum cost-sharing basis also promises to
become an important feature of this structure.

The bigger and medium-sized farmers would more and more
generally and widely practise the intensive, modern technology-
based cultivation as is being done by a small section of this class of
farmers now. The geographical concentration, the fragmentary,
scattered character which marks the phenomenon of the so-called
new agriculture could be expected to be less marked. The rate of
growth of output in those areas where the ‘Green Revolution’ has
been most advanced could well decelerate but nonetheless the
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‘Green Revolution’ could spread to hitherto less affected areas. It
would only require some research breakthroughs in paddy for this
to happen. The fact that the ‘new agriculture’ has as yet shown less
important results until now for paddy than it has for wheat is a
matter of technological accident, not explainable by any political
economic analysis. The political and economic environment in
many paddy-growing areas is no less favourable to technological
advances in paddy seeds than have been some of the wheat-growing
areas for the Mexican wheat.

The emergent agrarian structure would thus have a marked
dualistic character. It would consist of a prospering, production-
oriented, profit-oriented, technology-oriented thin crust of
medium and big farms on a great mass of small and minuscule farms
that would lag far behind in matters of production, profit, tech-
nology, etc. The thin crust of big- and medium-sized farms would
operate increasingly on the lines of expanded production with the
generation and reinvestment of surplus, but in respect of the
employment of labour, they would retain feudal features; labour
would remain a non-free commodity as a result of the vast surplus
labour that would abound in the countryside. The vast mass of small
farms would crawl along on pre-capitalist lines of simple reproduc-
tion.

The thin crust of big and medium farms would continue to
swallow up the greater part of the resources that would be allocated
by the state to the agricultural sector. However, to the extent the
growth-oriented crust of medium and big farms would generate
surplus within themselves, to that extent their dependence on
surplus generated outside agriculture would diminish in impor-
tance. All the same, the structure, as it is emerging, would not play
the historic role that agriculture has played in the process of
industrialisation of the developed capitalist countries and the
developed socialist countries; namely supplying industries with
surplus generated in agriculture.

An important question is what kind of growth of agriculture as a
whole can be expected to take place on the basis of such a structure?
It would appear that the same mediocre, possibly declining, rate of
growth that has characterised Indian agriculture as a whole during
the entire post-independence period (which was examined in Sec-
tion 3.4) could well continue into the future for some more years. It
should be noted that even if the trend rate be a declining one, or a
constant but a mediocre one, it is of great significance as long as it is
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neither negative nor zero. In other words, it would not be correct to
say that agriculture in India has been marked by stagnation or
decline. What the implications of such a non-zero but mediocre
rate of growth for the prospects of industrial growth are is a matter
that is outside the purview of the present study. However, the past
trend of growth of agriculture was insufficient to pull the greater
part of the population above the poverty line or to prevent unem-
ployment taking vaster and vaster dimensions. It would be safe to
say that the same would continue to hold for the future.



Appendix to Chapter 3

The Gompertz curve has the versatile property that depending on
the range of values of the parameters it can describe both increasing
and diminishing rates of growth.

When considering India as a whole, the Gompertz with a dimin-
ishing rate of growth gives reasonably good fits for agricultural
production as well as for food-grains production, but the fits given
by the semi-logarithmic function indicating constant rates of growth
are also equally good.

Among the state data the Gompertz with a diminishing rate of
growth gives a better fit than the semi-logarithmic for Andhra
Pradesh, whereas for West Bengal the semi-logarithmic with a
constant rate of growth of 1.9 per cent per year gives a better fit.
(Figures 4.5 and 4.6)

For Punjab and Uttar Pradesh, however, careful trend analysis
shows that one needs to fit two trend curves with a break at
1966/67. Prior to that year agricultural production was growing at
the rate of 7.3 per cent per year in Punjab (and Haryana) and at the
rate of 2 per cent per year in Uttar Pradesh. In the period following
that year the growth rates were 10.1 per cent and 5.6 per cent per
year respectively.

It may be mentioned that for Punjab (and Haryana) and Uttar
Pradesh the fits involving two separate semi-logarithmic curves
were tested against a single semi-logarithmic curve fit to the entire
data using the formula for testing the homogeneity of two regres-
sion models. The test results were statistically significant.
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Table 3.1 Annual Rates of Increase of Prices Received by Agriculture
and Prices Paid by Agriculture (based on fitted trend curves)

Per cent rate
of growth per
year (1951/52
to 1965/66)
Prices received by agriculture
1. Prices of agricultural products purchased by
non-agriculture for intermediate consumption 2.92
2. Prices of agricultural products purchased by
non-agriculture for final consumption 3.23
3. Prices of agricultural products purchased by
non-agriculture for all uses 3.14
Prices paid by agriculture
4. Prices of non-agricultural products purchased
by agriculture for intermediate consumption 3.01
5. Prices of non-agricultural products purchased
by agriculture for final consumption 2.57
Terms of trade
6. Prices of non-agricultural products purchased
by agriculture for all uses 2.62
7. Net barter terms of trade: intermediate products 0.025
8. Net barter terms of trade: final products 0.65
9. Net barter terms of trade: all products 0.51
10. Income terms of trade: all products 3.40
Marketing and production
11. Marketed surplus of agriculture (at 1960/61
prices) 2.90
12. Agricultural production 2.74

Source R. Thamarajakshi, ‘Intersectoral Terms of Trade and Marketed
Surplus of Agricultural Produce, 1951-52 to 1965-66’, Economic and
Political Weekly, June 1969.
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4 The Comilla Model and the Integrated
Rural Development Programme of
Bangladesh
An Experiment in ‘Co-operative
Capitalism”

Azizur Rahman Khan

4.1 Introduction

The inclusion of Bangladesh in a set of studies of agrarian organisa-
tions that constitute alternatives to the usual story of growth (or,
worse, stagnation) with inequality needs some justification. In
recent decades the rural economy of Bangladesh has not only failed
to grow in terms of per capita output but also experienced remark-
able increases in inequality and extreme poverty.? The agrarian
system and the agricultural organisation that have produced such
results are hardly the appropriate candidates for a study aimed at
identifying the alternatives that could produce equitable and self-
reliant growth.

While the global picture for the country has been dismal, it has
been widely claimed that particular organisational experiments
carried out within Bangladesh constitute solutions to the agrarian
problems not only of the country itself but of similar countries in
South and South-east Asia. A great deal has been claimed for the
success of the Comilla type co-operatives in Bangladesh in promo-
ting growth with equity and self-reliance. Some observers of the
experiment have gone so far as to suggest that it represents a viable
alternative to the two extreme solutions of the agrarian problem,
namely socialist collectivisation and private capitalist farming. To
quote from a recent publication:

Currently in the developing nations, a number of carefully
worked out approaches and experiments are under way, attempt-
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ing to accelerate the economic and social transformation of rural
society without the mistakes of attempting to directly transplant
foreign models. The rural development programmes developed
at the Pakistan (now Bangladesh) Academy for Rural Develop-
ment are one set of these experiments.3

The Comilla co-operative system was started in Comilla Kotwali
Thana in July 1961 as an experimental project of the Pakistan (since
the independence of Bangladesh in December 1971 renamed
Bangladesh) Academy for Rural Development (for which we shall
use the acronym BARD even for the period before December
1971).4 To this day the co-operatives in Comilla Thana remain a
laboratory for the BARD which concentrates its action-research
activities in this area.

This system was replicated elsewhere in Bangladesh in a number
of steps. During 1963/64 it was adopted in three thanas far away
from the Comilla District. Later in the 1960s, in two steps, it was
extended to the remaining twenty thanas of the Comilla District. In
1971 the Comilla approach was adopted as the model for the entire
country under the title of the Integrated Rural Development Pro-
gramme (IRDP). Following the independence of Bangladesh the
IRDP has been adopted rapidly over a wide area of the country. By
1976/77 the programme had spread to 200 of the 434 thanas of
Bangladesh.

In this paper an attempt will be made to examine the contribution
of this system of co-operatives in solving the problems of underde-
velopment and poverty in rural Bangladesh. Since the system has
been tried most intensively and over a long period in the Comilla
Kotwali Thana, the primary emphasis of the paper will be on an
evaluation of the performance of that programme. Later on some
comments will be made on the IRDP programme.

4.2 The Comilla co-operative experiment

(a) The background

The basic organisation of the Comilla co-operatives consists of a
two-tier structure: the village-based primary co-operatives called
the KSS (‘Krishi Samabaya Samiti’ or Agricultural Co-operative
Association) and their federation at the thana level called the ACF,
Agricultural Co-operatives’ Federation.’ It was recognised that a
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village, consisting of about 200 households, should be the basic unit
of co-operation if reasonable decentralisation and community
interest are to be promoted. But the efficient operation of activities
like credit, mechanisation, training and extension services, all of
which were combined within the same co-operative structure,
would require a much bigger scale of operation. These activities
were concentrated at the thana level.

The basic philosophy behind the approach was a commitment to
individual farming based on the private ownership and operation of
land and other means of production. As Akhter Hamid Khan, the
man who conceived and led the programme during its first decade of
development, put it in arecent appraisal: ‘There was no intention of
putting an end to private possession. On the other hand we
cherished the qualities of family farming. We admired the Japanese
family more than the dispossessed commune workers.’

The programme took the existing distribution of land ownership
as given and made no attempt to bring about any change in it. Khan
speaks of the recognition on the part of the organisers of the
experiment that ‘harmony had not been established among the
three main classes left in the villages: the large proprietors, the
peasant proprietors and the landless labourers’.” The basic objec-
tive of the co-operative programme, according to him, was

to organise the peasant proprietors for production as well as
protection. We had found that the peasants formed a 70 per cent
majority. They also owned 70 per cent of the land and leased a
good portion of the remaining 30 per cent from the large pro-
prietors. The peasant producers, therefore, were the real
agriculturalists.?

The large proprietors, about 10 per cent of the farming households
according to the rough and illustrative estimate by Khan, were too
powerful to be excluded. ‘Initially we worked quietly around them,
suggesting not that they should be excluded from the new co-
operatives, but that they should not be allowed to dominate . ...
To the landless labourers, somewhat overestimated by him as being
of the order of 20 per cent of the farm families, the co-operative
programme had no clear role to offer. It had four main components:

1. The two-tier co-operative organisation served as a framework
for the distribution of credit and other inputs and for the
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mobilisation of savings. Beyond organising individual farmers
for the absorption of institutional credit and modern practices
the programme did not incorporate any pooling of individual-
ly owned inputs for co-operation in production activities.

2. A Thana Training and Development Centre (TTDC) was
located at the higher tier to provide training to the leading
officials of the KSS, the primary co-operatives, in advanced
methods of farming.

3. A parallel irrigation programme, for which the capital cost
was met by borrowing from the state, was also offered.
Tubewells and low-lift pumps were made available to the
individual KSS by the KTCCA through the ACF.

4. Another parallel activity was developed in the form of the
Rural Works Programme which had the objective of utilising
the idle manpower in the construction of infrastructural capi-
tal. Funds for this programme were provided by the Govern-
ment.

To summarise, the vision of those who conceived and launched
the Comilla experiment was one of protecting and developing the
small and middle peasants who owned and rented land. The prog-
ramme recognised that the bigger landowners could not be ex-
cluded from its benefits which consisted of credit and material
inputs supplied at prices lower than would have to be paid other-
wise. The originators of the programme recognised that they ‘were
the servants of a conservative government whose political,
economic or administrative orientation we could scarcely change’.1?
There was nothing that the programme offered directly to those
who owned no land without which the inputs that were made
available were of little use. It was hoped that the increased demand
for labour due to higher growth, the greater labour requirement of
the high yielding varieties and the works programme would
indirectly benefit the landless by raising wages. At the same time the
perceptive leader of the programme recognised that

better drainage, link roads and irrigation substantially enhanced
the value of land and its rent. The unearned increment of the
landowners was a hundred times more than the wages earned by
the labourers. Even an elementary student of economics should
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know that it would be so, as long as ownership is not
transformed.!!

(b) Increased production

Performance in terms of output can be judged reasonably accu-
rately by examining the trends of production and yield per acre of
rice which covers well over 90 per cent of cropped area.!? Table 4.1
shows that output and yield of rice has increased rapidly in the
decade since the Comilla programme got under way. The annual
average rate of growth over the decade ending in 1973/74 was
nearly 8 per cent, well over twice the rate of growth for the country
as a whole. By 1973/74 the yield per acre was 1.17 metric tonnes,
i.e. 144 per cent above the average of 0.48 tons for the country as a
whole. Even in the early 1960s the yield of rice was higher in
Comilla than the average for the country. But the difference was of
the order of 20 per cent. In 1973/74 the yield per acre in Comilla
Thana was nearly three quarters of that in Japan and of all the Asian

Table 4.1 Acreage, Yield and Production of Rice in Comilla Kotwali
Thana in Selected Years

Cropped Area Average Yield Total Production

Year in Thousand in Maunds in Thousand
Acres per Acre Maunds
1963/64 68.5 14.70 1007
1966/67 82.1 15.68 1287
1969/70 76.5 23.31 1783
1973/74 67.5 31.30 2113

Note For 1963/64 and 1966/67, acreage figures are from the Annual
Report of the BARD, 1967 (p.55), and average annual yield from the
Annual Report, 1968/69 (p. 34). For 1969/70 and 1973/74 the estimates
have been built up from the acreage and yield figures for the three seasonal
rice crops, Aus, Amon, and Boro, shown in the Annual Report, 1973/74
(pp. 35-6). It is interesting to note that rice cropping intensity increased
until 1966/67 and fell thereafter. This phenomenon has not been explained
in the Reports cited above. One possible explanation is that the high
yielding varieties expanded rapidly since the mid-1960s onwards. These
varieties have a longer gestation lag. To adopt them it might have been
necessary to reduce the area under the traditional variety of the following
crop. It is also possible that the greater yield of rice permitted the diversifi-
cation in favour of non-rice crops. The three seasonal rice crops are Aus
(which is harvested in the mid-monsoon season), Amon (which is har-
vested in the late autumn) and Boro (which is harvested in the spring or
early summer). A maund is 82.29 pounds or 37.33 kg.
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countries below the national average of only Japan, Korea and
Taiwan.!3

It has frequently been claimed that the co-operatives led the way
in bringing about this remarkable transformation. The evidence
that is cited is the higher level of yield for the members of the
co-operatives as compared to that of the non-members. It is usually
conceded that the non-members also experienced rapid growth
though the credit for their performance is attributed to the leading
role of the members who are supposed to have shown the way.

The relevant data for the period up to 1973/74 are shown in
Table 4.2. Several aspects of the evidence stand out clearly. First,
the members had a higher initial yield per acre than non-members.
Secondly, over the eleven years the geometric difference between
the yield for the two groups, despite a good deal of fluctuation from
one year to another, has been reduced to some extent. Thirdly, for
the Amon crop (which, though declining in importance, is still the
biggest of the three crops accounting for 48 per cent of the total in
1973/74) there is no significant trend in yield over time either for
the members or for the non-members. Fourthly, for the Aus and
Boro crops (both of which have been major users of irrigation and
high yielding varieties of seed and technology) the trend rates of
growth in yield are highly significantly positive for both the groups,
and indeed, higher for the non-members than for the members of
the co-operative societies.!* It is also noteworthy that the variance
of the estimated trend is lower (not greater) for the non-members
than for the members in the Aus (Boro) season.

On the basis of this evidence it is difficult to justify the argument
that the members of the co-operatives have been the leading agents
of productivity growth.!s If higher initial yield is the sole evidence
for the claim that there is a positive association between produc-
tivity and membership, then it would appear more reasonable to
reverse the direction of causation. As we shall show later, the
co-operatives attracted the farmers with significantly higher than
average holdings. It is likely that they also had the greater capacity
to invest in productive inputs and thereby had already attained a
higher yield. It is also probable that co-operative facilities (e.g.
tubewells and pumps) were located near the areas of higher produc-
tivity (better land) which meant that the farmers with higher yield
joined before the rest.

Since growth was common to both the members and the non-
members of the co-operatives (and, perhaps, higher for the latter),
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one must look for an explanation in factors common to both
groups (and, additionally, determine why the effect of such factors
was somewhat lower in the case of the members). Such factors must
be found in the extremely rapid expansion in the supply of inputs
associated with the high yielding variety (HYV) of rice at a price
that reflected very high subsidy by the government. With the setting
up of the Pakistan Academy of Rural Development in Comilla and
the emergence of a powerful lobby in support of channelling
resources into the rural areas, Comilla Thana was able to attract a
disproportionate amount of tubewells, pumps, tractors and other
inputs to which both the members and the non-members had access.
Indeed, the irrigation and related programmes elsewhere in Bang-
ladesh had been going on without the framework of the Comilla
type of co-operatives. The eagerness of the government and of the
dynamic leadership of the movement to turn Comilla into a show-
piece resulted in an abundant supply of the under priced inputs in
the command area of the experiment. It is in this abundance of
crucial inputs, rather than in any intrinsic ability of the co-
operatives to mobilise the latent resources of the members, that one
must seek an explanation for the remarkably. rapid growth in
production.

Table 4.3 shows the expansion of irrigation in Comilla Thana. In
the early 1960s a negligible area was irrigated. For example, in
1962/63 only 36 acres (out of a total of 50,500) received irrigation
water. This represented a level lower than the dismally low average
prevailing in Bangladesh in those days. From the middle of the
1960s irrigation in Comilla Thana began to expand rapidly. By
1973/74 about a third of the cultivated area was under irrigation.

The availability of irrigation had a remarkable effect on the
pattern and intensity of cropping. The availability of water during
the dry winter made it possible to increase cropping intensity. But,
more importantly, the ability to regulate water made it possible to
adopt rapidly the high yielding varieties (HYV) of rice for which the
water level needs to be controlled within a fairly narrow margin.
Table 4.4 summarises some of these changes. The availability of
irrigation made it possible to expand dramatically the Boro crop,
the main vehicle for the adoption of HYV. By 1973/74 nearly all of
this crop had adopted the HYV. The ability to control water also
permitted the conversion of nearly half the Aus acreage to HYV.
Admittedly, over 40 per cent of the acreage under the rain-fed
Amon crop had also been converted to HYV, but the success of this
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Table 4.4 Cropping Pattern and Cropping Intensity in Comilla Thana

Cropped Rice  Total Cropped

Acreage Acreage
as Percentage (all crops)
of Total as Percentage
Share of the Cultivated of Cultivated
Year Three Varieties in Total Acreage Acreage
Aus Amon  Boro
1960/61 46.9 51.6 1.6 127 128
1963/64  46.7 51.1 2.2 136 141
1966/67  40.2 57.4 2.4 163 172
1969/70  39.0 46.1 15.0 152 —
B83) (3.7 (94.6)
1973/74 25.0 53.0 22.0 134 —

(48.5) (42.9) (97.3)

Source Annual Reportof the BARD, 1967, p. 55, and 1973/74, p. 35.

Note Figures in parentheses refer to the shares of high yielding variety in
the corresponding crops (e.g. the figure in the first column for 1973/74
means that 48.5 per cent of the acreage under Aus crop in that year
consisted of HYV).

particular variety in increasing yield has been far less pronounced.
On the question of overall cropping intensity the change seems
less clear in view of our inability to locate data on the aggregate
cropped acreage in more recent years. The intensity of rice cropping
increased sharply through 1966/67 (a year in which irrigation had
expanded only to a modest degree) and declined thereafter. It
would seem paradoxical that the cropping intensity for rice should
have declined during the period of most dramatic increase in
irrigation. The explanation probably lies in the fact that the HY Vs
have a longer gestation lag than the traditional varieties. As a
consequence an expansion of a given HYV crop meant a decline in
the acreage of the following traditional variety of rice. This prob-
ably explains the sharp reduction in the area under Aus crop which
follows the Boro season in which the HYV adoption has been most
rapid. Over the years the share of rice has also declined a little in
total acreage due to greater diversification of crops. Aggregate
cropping intensity went up dramatically between 1960/61 and
1966/67. We do not have the estimates for more recent years, but it
would appear to have declined, though perhaps to a lesser extent,
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for reasons similar to those outlined above.!® Thus, the main
contribution of the expanded irrigation facilities was not so much an
increase in overall cropping intensity (which followed an inverted
U-shaped path and by 1973/74 was only moderately higher than in
1960/61) as in permitting a radical change in cropping pattern in
favour of the HYVs. While irrigation provided the main forward
linkage, the supplies of fertiliser, new seed, credit and extension
services, all provided by government agencies at high subsidy, were
concomitantly expanded to make the ‘package’ programme a
success.

The rest of Bangladesh lagged far behind Comilla Thana with
respect to all these factors. While in the early 1960s the dismally low
level of irrigation facilities was still a little higher than those in
Comilla, by 1973/74 no more than 6.6 per cent of the cultivated
acreage in the rest of Bangladesh received irrigation water from
pumps, tubewells and larger projects. The share in Comilla was five
times as high. Aggregate cropping intensity in Bangladesh followed
the same general path as in Comilla though the amplitude of
fluctuation was lower: from 127 per cent in 1960/61 it went up to
146 per cent in 1969/70 and then fell back to 131 per cent in
1973/74. The fall in the late 1960s and early 1970s was probably
caused by the same factors that caused a similar, though more
pronounced, shift in Comilla. By 1973/74 the Boro crop had
expanded to just under 16 per cent of rice acreage (as compared to
22 per cent in Comilla) and only 56 per cent of that crop consisted of
HYVs (as compared to over 97 per cent in Comilla). Only 4.3 per
cent of Aus acreage was under HYV (as compared to over 48 per
cent in Comilla). Thus, compared to Comilla Thana, the rest of
Bangladesh had too small an expansion in irrigation to permit a
radical restructuring of the cropping pattern in favour of HY Vs.

Of the two sources of irrigation in Comilla Thana the tubewells
have by far been the more important, accounting for 70 per cent or
more of the irrigated acreage. It would, therefore, be useful to look
at the method of financing this important source of irrigation.!” By
1970 in Comilla Thana 179 tubewells had been sunk at an average
capital cost of taka 23,900. The KTCCA, the central co-operative
association, was in charge of these tubewells. In the year 1969/70
the KTCCA received a rental of Tk.300 per year per tubewell from
the primary societies. Against this payment the KITCCA paid for
the tubewell driver (Tk.500 per season) and undertook to repair
and maintain the tubewells (for which no cost estimates are avail-
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able). The primary society was to bear the remaining operating
costs e.g. those for fuel. On the purely arbitrary assumption that
annual repair and maintenance costs were approximately 2 per cent
of the original capital cost, the KTCCA underwent a deficit of
Tk.678 per tubewell on annual operation over and above earning
nothing on capital investment. On the assumption of a 15 per cent
rate of interest the total annual loss per tubewell would be
Tk.4263.18 Since a tubewell irrigated an average of 48 acres in that
year, it amounted to a subsidy of Tk.89 per acre of irrigation. If
anything, this is an underestimate of the subsidy.!?

It is not clear what it cost the primary society to pay for the fuel
and remaining cost of operation per acre. It seems that by 1970 the
typical payment per acre made by the members amounted to Tk.40.
The non-members paid more, often as much as Tk.100 per acre.20 If
one takes the payment made by a member as a reasonable approxi-
mation of the cost to the primary society, then such additional cost
of operation to the latter would be about Tk.34 per acre (subtract-
ing Tk.6 per acre, i.e. Tk.300 for an average of 48 acres per
tubewell, that was paid directly to the KTCCA). Adding to this the
cost to the KTCCA, we find that the per acre cost of tubewell water
was about Tk.129 in those days.?! Thus the subsidy amounted to
nearly 70 per cent of the cost of tubewell water. For the low-lift
pumps the subsidy was only a little lower.??

Thus it is quite clear that the spread of irrigation had little to do
with the co-operative organisation mobilising its financial and
organisational resources to invest in this crucial input. It was the
heavily subsidised resources, made available by the government
through the apex organisation, which was the main factor behind
the expansion of irrigation facilities. The same is true of credit and
other agricultural inputs such as fertiliser and pesticide. There is no
doubt that the enthusiasm of the BARD and its remarkable and
influential leader to see the Comilla experiment succeed had a great
deal to do with attracting such massive government support for the
programme. But it would be quite inadmissible to claim that the
productivity gain in Comilla was due mainly to the organisation of
the ‘new type’ of co-operatives. Elsewhere in Bangladesh the same
types of services, at a much lower level of concentration, were being
made available through other forms of organisation. There is no
evidence to suggest that the productivity gains of these program-
mes, irrespective of the organisational forms, would have been less
than those achieved in Comilla if the degrees of concentration of
effort on all fronts were the same.
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The inference seems justified by the evidence that irrigation and
high yielding varieties were adopted by the non-members at a rapid
rate. Unfortunately, we do not have enough information to make a
careful comparison of the relative rates of adoption of irrigation and
HYV by members and non-members. But the available evidence,
though rudimentary in nature, is enough to disprove any claim that
the lack of membership in the co-operatives was a significant
obstacle to the adoption of these practices.??> As early as 1966/67
nearly as many of the non-members as members had already
adopted tubewell irrigation.?* In the adoption of the HYVs the
non-members had a slightly delayed start, but soon caught up with
the members. The percentage of adopters in each group were as
follows:25

Year 1966 1967 1969 1970
Members 7 31 87 98
Non-members — 1 66 98

One must take into account the fact that non-members were not
only disadvantaged in terms of the endowment of resources — a
factor which will be discussed in greater detail later — but also
suffered discrimination in the form of higher payment for water and
other services. And yet they rapidly adopted the practices that were
being popularised through the co-operatives at a lower price and
attained a higher trend rate of growth in output per acre. One must,
therefore, try to explain two apparent paradoxes: why did they not
become members and obtain the same inputs at lower prices and
why, apparently, did they succeed in achieving a higher rate of
growth by using the same inputs? Our information base is not
adequate to enable us to find reliable answers. All we can do is to
speculate that there must have been difficulties in entry. Such
difficulties could be due to the inability of the poor and the small
farmers to satisfy the membership requirement (e.g. regular annual
purchase of shares and regular weekly savings to be deposited with
the society) or to the fear that an association with the bigger farmers
would be detrimental to their interest. The higher trend rate of
growth of output could be partly due to the lower initial level. But it
is also possible that the non-members, who had much smaller
holdings on the average, had a greater quantity of complementary
input in the form of family labour.

Before ending the discussion on the achievements in production
it is useful to look at the question of the efficiency of input use. We
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do not have much information about the degree of efficiency with
which modern capital equipment was used in Comilla. In any given
year a fair proportion of the machines and equipment remained out
of commission, indicating an unsatisfactory state of maintenance
and/or a low rate of use for other reasons. Thus, for example, in
1975/76, 43 of the 234 installed tubewells were out of commission
and in 1973/74 of the 31 available tractors 10 were unused.

Table 4.5 shows the areas irrigated by an average pump and
tubewell (each approximately two cusecs capacity) in use and the
area ploughed per tractor in use per day. To compare how effective
these rates of use have been one needs certain standards with which
to compare them. For pumps one could use the average perfor-
mance all over Bangladesh where a reasonably large programme
has been in operation for some time. In the second half of the 1960s
the average area irrigated by a two cusec tubewell in Bangladesh as
a whole was nearly 40 acres. In 1973/74 it was 37 acres. It would,
therefore, appear that the effectiveness of the utilisation of the
low-lift pumps in Comilla was only marginally, if at all, better than
in the rest of Bangladesh. On the other hand, if compared with the

Table 4.5 The Utilisation of Pumps, Tubewells and Tractors

Acres Ploughed
Acres Irrigated Acres Irrigated Per Tractor in
Year Per Pump Used Per Tubewell Used Use Per Day

1963/64 n.a. 35 5
1964/65 43 30 n.a.
1965/66 45 45 n.a.
1966/67 43 51 n.a.
1967/68 35 43 n.a.
1968/69 35 49 6
1969/70 30 48 6
1970/71 44 57 n.a.
1971/72 42 45 n.a.
1972/73 40 57 7
1973/74 40 57 5
1974/75 41 49 n.a.

Source The calculations have been based on the data shown in various
Annual Reports of BARD. In case of a contradiction between the data in
two reports we have used the figure from the more recent Annual Report.
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relatively modest target of 50 acres set in the First Five-Year Plan,
the performance in Comilla would appear to have been less than
satisfactory.

The average number of acres irrigated by a two cusec tubewell all
over Bangladesh was low, only 34 acres in 1973/74, and the
performance in Comilla was much better. But compared to that in
Comilla the tubewell programme in the rest of Bangladesh is a much
more recent phenomenon so that such a comparison tells us little
about the relative efficiency of Comilla. The First Five-Year Plan
estimated that a realistic and feasible target for Bangladesh as a
whole, taking all the difficulties into account, would be 60 acres. In
Comilla this modest target has never been reached.

One must, however, recognise some of the special virtues of the
tubewell programme in Comilla Thana. First, Comilla pioneered
the adoption of tubewells in the country. The KTCCA obtained the
tubewells under a government grant and credit made available by
the public sector financial institutions. Secondly, in Comilla the
tubewells were sunk by adopting relatively cheap technology. The
average cost of Tk.23.9 thousand per tubewell was a fraction of the
cost incurred by the government agencies in the 1960s.

Tractors were used also for haulage, but, even after taking this
into account, there were sharp reductions both in the proportion of
the available tractors used and in the number of days worked per
tractor in use. And yet new tractors were added to the fleet of the
increasingly under-utilised ones. In the two years between July
1968 and June 1970 an available tractor in Comilla spent 128 days
on the average in cultivation, haulage and other activities. By
1972/73 this figure fell to 40 and yet 14 new tractors were acquired
in that year. As shown in Table 4.5 the number of acres ploughed
per tractor in use per day of cultivation remained very low. One
wonders if there could have been any reasonable economic calcula-
tions guiding such decisions.

(¢) The distribution of income?2¢

Table 4.6 summarises some important facts about the distribution
of farm size in Comilla for members and non-members during 1964.
These figures can be treated as reasonable approximations for the
benchmark condition. The figures show that about 15 per cent of
the population were landless. Perhaps a small minority of them had
access to rented land on the basis of sharecropping?’ and this
minority could still join co-operatives. But, for the vast majority of
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Table 4.6 The Distribution of Farm Size for Members and Non-members
of the Comilla Co-operatives in the late 1960s

Percentage of Rural
Population in
Farm Size in Each Group who are:
Acres (above Percentage Percentage Percentage
the lower limit  of Rural of of Non- Non-
and up to the Population Members members Members Members
upper limit) ) ) 3 “) 3
Nil 15 2 24 5 95
0-1 31 12 41 15 85
1-2 24 43 13 68 32
2-3 14 18 12 47 53
3-5 11 16 7 56 44
Above 5 5 8 3 60 40

Source F. Akhter, Characteristics of the Members of Comilla Co-operatives
(Comilla, BARD, 1964), p. 4. It is not clear whether the size-groups refer
to ownership units or operational units. We shall assume that they are
ownership units. This is how one can explain that a small proportion of the
landless became members. Presumably these are the sharecroppers. Al-
though in Comilla there are special (non-agricultural) co-operatives, the
above data presumably refers to the agricultural co-operative associations
(the KSS) of which only farmers could become members. It is implicit in the
above figures that at the time about 38 per cent of the rural households had
become members of the co-operatives.

the landless who had no access to land the programme had nothing
to offer directly.

The programme had little appeal to the very large number of very
small peasants. Thirty-one per cent of the population belonged to
the size-group above zero and up to one acre. Eighty-five per cent
of them stayed out of the co-operatives. It is not possible to
ascertain to what extent this was due to the difficulty of entry or to
the fear that partnership with the bigger and more powerful farmers
would prove to be disadvantageous.?® Probably both factors exerted
some influence. Whatever the reason, the co-operatives attracted
very few of the small farmers during the first decade of their
operation.?®

Of the 46 per cent of the population who belonged to households
which had either less than an acre or no land at all, the overwhel-
ming majority — 88 per cent — remained out of the co-operatives.
There was no direct benefit or protection that this vast majority of
the rural poor could derive from the co-operative programme.
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The majority of those who had more than an acre of land became
members of the co-operative. Indeed, the appeal was greatest to the
one to two acre group. Thus the leaders of the movement were
successful in their objective of organising the relatively smaller
peasant proprietors for their own protection. ‘Evidently we were
teaching them the principles of capitalism — thrift, saving and
investment. We were not surprised when our penny capitalists
responded to the call of co-operative capitalism.’>® All that one
needs to note is that in the conditions prevailing in Comilla this
modal group of members was near or above the average 3! and that
the proportion of the bigger farmers who joined the co-operatives
also was very high.

Let us examine the scanty information on the change in the
distribution of income in Comilla. First, let us try to determine
which groups among the members of the co-operatives obtained the
greatest benefit from the co-operative. The data in Table 4.7
present some useful facts although, unfortunately, we have only two
sets of observations and the set relating to the more recent period is
substantially out of date. The yield rates for the earlier year conform
to the pattern that is by now quite familiar for South and South-East
Asia: per acre yield is inversely related to size of farm. By the end of
the period the difference was considerably reduced and virtually
eliminated between the small and the middle groups. The rates of
increase in yield per acre have been far greater for the medium and
large farmers than for the small farmers. In terms of per capita

Table 4.7 Increases in Rice Yield and Per Capita Income of the Different
Size Groups of the Members of the Comilla Co-operatives

Per Capita Income from
Farm and Non-farm Sources
Rice Yield inmaunds per Acre (current taka per year)
Percentage Percentage

Size Group 1963/64 1969/70 Increase 1963/64 1969/70 Increase

Small farmers:

Under 2 Acres 28.5 506 78 219 488 123
Medium farmers:

2t0 3.5 Acres 22.1 4938 125 276 666 141
Large farmers:

Over 3.5 Acres 17.3 38.8 124 242 573 137

Source S. A. Rahim, Rural Co-operatives and Economic Development of
Subsistence Agriculture (mimeo), (Comilla: BARD, 1972)
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income from all farm and non-farm sources the relative perfor-
mance of the three groups are similar: the small farmers had the
lowest rate of growth.32 While the quality and quantity of informa-
tion is far too inadequate to permit any firm conclusions there is
some basis, however weak, to suggest that among those who
became members of the co-operatives, the farms in the two larger
groups made bigger proportionate gains in terms of yield and
income than did the farms in the smallest group.

We do not have any information on the size distribution of the
members in more recent years, and even if we had such information,
we would not be able to judge the direction of change in the
distribution of farm size among members by comparing it with the
distribution in the earlier period. This is because the composition of
membership has been changing over time and the incremental share
of the smaller farmers has probably been greater than their average
share. This would create a downwards bias in the estimated Gini
coefficient of the size distribution of members over time.

We have some information, however, on the overall distribution
of land ownership in some recent years. Tables 4.8 and 4.9 sum-

Table 4.8 Land Ownership Distribution in Comilla Thana Amon season

1973
Range in Acres Average Size
(above lower of Holding for
limit and up to Percentage of Percentage of Each Group
upper limit) Families Land (acres)
Nil 17.0 0.0 0.0
0.0-0.5 24.6 6.2 0.3
0.5-1.0 17.7 12.2 0.8
1.0-2.0 24.6 32.6 1.5
2.0-4.0 12.4 30.7 29
4.0-7.0 3.0 12.9 4.9
Above 7.0 0.7 5.4 8.8

Source M. Solaiman, Landholding and Co-operatives in Five Comilla
Villages (Comilla: BARD, 1974).

Note Landholding includes land owned and cultivated plus land rented
out (explained in a private communication from the author). The survey
was based on the complete enumeration of landholdings in S villages, one
from each of the 5 Unions of Comilla Kotwali Thana. Total number of
households = 558, and land area = 650 acres. Average land per household
= 1.16 acres.
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marise some of this information. The first fact to note is the rather
sharp difference between the distributions for 1973 and 1975.
Landlessness amounted to 17 per cent according to the 1973 survey
and 27 per cent according to the 1975 survey. Correspondingly
there was a reduction in the number of those who had less than 2
acres of land from 67 per cent according to the 1973 survey to 54
per cent according to the 1975 survey. At the other end also the
1975 survey indicates a greater degree of polarisation. A strict

Table 4.9 The Size Distribution of Landholding and Landlessness in

Comilla Thana
Amon Season 1975

1. Size distribution Percentage of
Range in acres Rural Families
Landless 26.9
Upto2.0 53.9
Above 2.0 and up to 3.5 14.2
Above 3.5 6.1

2. Landlessness
Cultivating landless families 6.8
Landless labourers 20.1

3. Membership
Families which are members of co-operatives 25.6
Landless families which are members of
co-operatives 2.5

(i.e., only
9.1 per cent
of the
landless
families)

Source A. Rahim, Amon Crop Survey in Comilla Kotwali Thana
(Comilla: BARD, 1977).

Note From the way the landless have been classified into ‘cultivating’ and
‘landless labourer’ categories it appears that the holdings refer to owner-
ship units although the publication itself does not explain. The Survey
included 3702 households in 24 villages. Note that the Survey claims that
only 26 per cent of families had joined co-operatives. In 1975 the popula-
tion of Comilla Thana was about 320,000. Assuming that 75 per cent were
farm families which, on the average, had 5.7 persons, this means 42,100
farm families. Thus, according to the Survey ratio there should have been
only 10,780 member households. The 1975-76 Annual Report claims that
membership was 14,722. The two figures can be reconciled if one assumes
than an average member household had 1.37 members. Multiple member
households are not uncommon.
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comparison at the top end is obviated by dissimilar limits of the class
intervals. But those with more than 2 acres increased from 16 per
cent in 1973 to over 20 per cent in 1975. To summarise the changes
between 1973 and 1975 distributions as suggested by these two
surveys: there was an increase in landlessness, a reduction in the
proportion of smaller peasants and an increase in the proportion of
larger peasants.

One way to resolve the sharply different figures would be to claim
that each survey was subject to sampling errors and errors of
measurement. In that case it would be natural to attach greater
confidence to the 1975 survey which had 6.5 times as many obser-
vations and nearly 5 times as many villages as the 1973 survey. But,
on the face of it, it does not appear reasonable to try to explain away
the difference in this way simply because the time interval between
the two surveys was so short. This is particularly inappropriate in
view of the fact that during the interval between the two surveys a
major famine struck Bangladesh in 1974. It is probable that the
famine rendered a substantial proportion of the very small peasant
families completely landless through sale of land to the larger
landowners.

Compared with Table 4.6 (which describes the distribution in the
mid-1960s) the distributions for 1973 and 1975, especially the
latter, indicate increased landlessness and an increase in the propor-
tion of below subsistence (i.e. those with less than an acre) farmers.
A more complete comparison of the distributions cannot be made
due to their incompleteness (especially with respect to the percen-
tage of land accruing to each size group). But it is clear that the
programme failed to protect the small peasants from increased
proletarianisation and near-proletarianisation. It would be no de-
fence to claim that the members themselves have been protected
from this process. It is not known if such a claim is made and, if so,
whether it is valid. But, even if this were the case, the fact remains
that a large number of small peasants were denied (or could not be
persuaded to accept) such protection. It would indeed be interesting
to find out the details of the process of polarisation. Were the small
peasants bought up by the richer members of the co-operatives who
accumulated many benefits as the major users of the subsidised
inputs?®® Unfortunately, the mushrooming action research pro-
gramme of generating information at Comilla has not been directed
to find answers to such urgent questions.

Finally, what happened to the wage rate for agricultural labour-
ers? We do not have any time series of agricultural wage rates in the
Comilla Thana, but the same for the Comilla District is available.
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This may serve as a reasonable approximation in view of the fact
that the Comilla type co-operatives had expanded to the entire
district by 1968. Another difficulty is that the time series is a
relatively short one. The daily money wage and real wage rates for
Comilla District and for Bangladesh as a whole are shown in Table
4.10. Although the time period is short it is clear that wages in
Comilla did not rise faster than those in Bangladesh as a whole. In
fact the real wages in both followed an inverted U-shaped path over
this period. For Bangladesh as a whole we know that this constitutes
a short-term fluctuation along a long-term trend of decline.?* From
the evidence of Table 4.10 there is no reason to suppose that the
situation in Comilla District was any different. It has also been
found that the amplitude of seasonal fluctuations in the wage rate in
Comilla has been no less than for Bangladesh as a whole over the
period under consideration.3’

Table 4.10 Agricultural Wage Rate in Comilla District and Bangladesh

as a whole
Comilla District Bangladesh
Real Wage Real Wage
(taka per day (taka per day
Money Wage at 1967 Money Wage at 1967

Year (taka perday) price) (taka per day) price)
1967 271 271 2.60 2.60
1968 2.64 2.65 2.75 2.76
1969 3.07 2.96 3.12 3.01
1970 3.32 3.38 2.98 3.03
1971 3.19 — 3.15 —
1972 3.91 2.15 3.93 2.16

Source Money wage for Comilla from S. R. Bose, ‘The Comilla Co-
operative Approach and the Prospects for Broad-based Green Revolution
in Bangladesh’ in World Development, August 1974. Money wage for
Bangladesh and the cost of living index (for low income groups) from ILO,
Poverty and Landlessness in Rural Asia(Geneva 1977) Chapter 7. The cost
of living index (originally with 1963/64 weights) has been converted to
1967=100.

To summarise, the main facts of the change in income distribution
were as follows:

1. Among the members of the co-operatives the larger farmers
obtained greater increases in output and income.
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2. Overall, perhaps more among those who were kept out of the
‘protective’ fold of the co-operative, landlessness and near
proletarianisation increased.

3. Over the longer time period real wages declined.

4. All this happened over a period of relatively successful ‘Green
Revolution’ which brought about significant increases in out-
put and income.

(d) Capital Accumulation and Credit
As the founder member of the Comilla experiment put it:

We laid great emphasis on thrift and savings. We kept on repeat-
ing like a litany, ‘You are being crushed by the power of capital.
The same power will redeem you if you learn to possess and
control it. Therefore, every week, everyone of you must make a
thrift deposit, however small. Gradually your co-operative will
accumulate a substantial amount. It will also get cheap loans for
you. Ultimately, through your co-operative, you will become
your own financier.’3¢

We have information on the savings deposited by the members
with the co-operative societies in the form of savings deposits and
shares but not on possible saving in the form of: (i) direct purchase
of capital goods; (ii) direct capital construction; (iii) accumulation
of cash balance outside the co-operative; and (iv) accumulation of
other financial assets. We cannot, therefore, judge the overall
savings performance of the co-operative members or compare it
with the performance of non-members. Similarly, our information
on credit relates almost exclusively to the credit made available by
the co-operative society. We have little information about borrow-
ing from other, more traditional sources. However, the available
information will enable us to analyse whether the programme has
achieved reasonable success in generating high savings through the
co-operatives and in organising the credit programme in an efficient
and equitable way.

The impetus for capital accumulation came from a number of
sources. First, the initial purchase of a share (for Tk.10) and another
one in each subsequent year and regular deposits at given intervals
were made pre-conditions of membership. Secondly, these shares
and deposits earned dividends and interest. We have no estimate of
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the rate at which dividends were paid although it has been claimed
that investments are carefully chosen to ensure a high return.3” The
interest on deposits was about the same as that offered by most
banking institutions and, in real terms, was negligible or even
negative. Finally, the most important incentive for saving probably
derived from the consideration that the maximum limits on credit
were set as fixed multiples of the accumulated shares and savings.38

It is, therefore, not surprising to see shares and savings rise
steadily with the expansion of the credit programme. Indeed, it
would make sense for the prudent primary societies and individuals
to borrow a bit more than would be necessary in a given period to
build up shares and savings deposits so that the ability to borrow in
the subsequent periods expanded by a multiple of the increment in
their quantities.

Table 4.11 contains some of the details of the accumulation of
savings and shares and borrowing made by all the primary co-
operative societies under the Agricultural Co-operative Federation
(ACF) in Comilla Thana. Per member annual capital formation in
the form of the acquisition of savings and shares shows no clear
trend: the peak was reached in 1967/68 and thereafter a decline
began. In real terms the decline in the volume of annual savings was
more pronounced than is indicated by the figures as the rate of
inflation accelerated sharply in the 1970s. As a percentage of the
current value of per capita agricultural production or income in the
area the value of annual savings must have declined sharply in the
late 1960s and early 1970s.

In no period, except in 1975/76 when special circumstances
prevailed, was aggregate accumulated saving greater than total
borrowing from the co-operative.3? Indeed, per capita net indebted-
ness (i.e. debt less accumulated shares and savings) increased most
rapidly in the period in which the accumulation of savings grew
steadily — an association which lends support to the view that the
primary motivation behind such accumulation was to qualify for still
greater loans.

This also suggests an explanation why accumulation slowed down
to a negligible rate in the late 1960s and early 1970s. During this
period the credit programme was in serious difficulty due to a high
and increasing rate of default (see column 9 of Table 4.11).
According to the rules the defaulters could not be given new loans.
Thus, by the early 1970s the proportion of members receiving loans
dropped to 10 per cent from over 80 per cent in the mid-1960s (see
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Table 4.12). Due to this extraneous limit on credit the need to build
up qualifying deposits and shares was sharply reduced.

Supervised credit was the cornerstone of the co-operatives. The
programme was not one of mainly channelling the savings of the
members who were able to save to those members who were in need
of credit. Most of the fund for lending was made available to the
apex societies (the ACF and the KTCCA) by the government and
the public sector banks at a very low rate of interest. To obtain
credit, individual members had to apply through their respective
co-operative associations which scrutinised such applications be-
fore endorsing them for the sanctioning of credit by the Agricultural
Co-operative Federation (ACF). The loan request had to be for a
specific ‘investment’ purpose. Nearly 80 per cent of loans were
short-term, that is repayable within one year. This category of loans
consisted mainly of the so-called crop loans meant to finance the
working capital requirement for specific crops. About 20 per cent of
the loans were medium-term, that is repayable within three years,
and were given mainly to finance the lease, re-lease or purchase of
land. Purchase of cattle accounted for only 2.5 per cent of total
loans granted and the purchase of farm machinery, a mere 1.45 per
cent. No long-term credit was made available by the ACF.4!

Table4.12 Loan Received by the Members of Agricultural Co-operative

Societies in Comilla Thana
Percentage Average
of Members Loan Per
Receiving Recipient
Year Loan in Taka
1965/66 85 —_
1966/67 83 235
1967/68 62 591
1968/69 68 368
1969/70 34 450
1970/71 33 412
1971/72 10 402
1972/73 10 403
1973/74 12 417

Source P. K. Chowdhury, Loan Default Under the Agricultural Co-
operative Federation of Comilla Kotwali Thana (mimeo), (Comilla: BARD,
1976).
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A member’s loan request could not exceed 75 per cent of the
value of the land that he mortgaged to the ACF as security for loan.
Even after the sanctioning of a loan the ACF inspector exercised
control by phasing the release in such a way as to coincide with the
progress of the activity for which the loan was granted. The purpose
of all this supervision was to ensure proper utilisation of a loan and
to adhere strictly to the repayment schedule outlined in the original
loan proposal.*?

Some of the main features of the evolution of the credit pro-
gramme may be analysed with reference to Table 4.11 and addi-
tional information that has been generated by two surveys — Ali
Akhter Khan’s 1969 Survey of the performance of 30 societies in
the administration of credit and P. K. Chowdhury’s 1975 Survey of
defaulters in 31 societies.

The first fact to note is that the dependence on credit continued to
grow through the first decade of the co-operative programme. Too
frequently this has been justified by arguing that with the spread of
the HYV techniques the credit required to finance the application
of new inputs rose. This is a false defence because all capital inputs
for the HYV (e.g. tubewells, pumps and tractors) were provided by
the apex societies with state assistance and none of the capital cost
of these inputs was recovered. Current inputs such as fertilisers,
pesticides and new seeds were provided at prices which contained
massive subsidies.*> The adoption of HYV resulted in a rapid
increase in output and income. In this situation it should have been
easy to switch gradually toward self-financing of current inputs
which, in any case, were seriously underpriced. To suggest that the
spread of HYVs made the farmers increasingly less able to self-
finance current inputs is to contradict all the accumulated evidence
which indicates that net income per acre increased very substan-
tially after the adoption of such varieties, even after allowing for the
cost of such inputs. This is further strengthened by the evidence that
much of the credit went to the bigger farmers.

This brings us to the next important question of who received
credit and who were the major beneficiaries from the credit pro-
gramme. In deciding about the allocation of credit to the members
of the societies the members of the managing committees played a
crucial role. This may, therefore, be the place to look at the
composition of the members of the managing committees — the
chairmen, the managers and the directors. Table 4.13 shows the
farm size distribution for the ordinary members and managers of
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Table 4.13 Farm Size Distribution of Ordinary Members and Managers
of the Agricultural Co-operative Societies in Comilla Thana

Size of Farm
(above lower limit
and up to upper Percentage of Percentage of
limit in acres) Ordinary Members Managers
Below 0.50 7 —
0.50-1.00 28 9
1.00-3.5 53 52
3.50 and above 12 39

Source P. K. Chowdhury, ‘Some Experiences of Co-operative Credit
under IRDP in the district of Comilla’, Journal of the BARD, July 1976.

the Comilla co-operative societies. While 35 per cent of the ordi-
nary members belonged to the category of farm size of up to one
acre, only 9 per cent of the managers belonged to this size group. At
the other extreme, those with a farm size of above 3.5 acres
represented only 12 per cent of ordinary members but supplied
about 40 per cent of the managers. While we do not have similar
information on the farm size distribution of the chairmen - an even
more respectable breed — and directors, it would not be unreason-
able to suppose that Table 4.13 provides a reasonable picture of the
divergence between the class origins of the ordinary members (who,
as we may remind ourselves, were already much above average
farmers in size) and those who mattered in the making of decisions.
It is, therefore, reasonable to expect that much of the credit, and
other resources, would be allocated in favour of their own classes.

In Ali Akhter Khan’s 1969 Survey a smaller sub-sample of 278
borrowers in six co-operatives showed that the managing commit-
tee members who represented 15 per cent of the total members
were indebted to the extent of 36 per cent of the total outstanding
loans. The average debt of the managing committee members was
more than three times that for the ordinary members. The manag-
ing committee members also accounted for a disproportionately
large share of the overdue loans.*

Table 4.14 shows per capita indebtedness of the various size
groups to the co-operative societies: the concept of need that
underlies the distribution of credit seems to coincide exactly with
the size of landholding and, plausibly, other assets. While the rich
and the powerful obtained cheap credit from the government
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Table 4.14 Size of Farm and Extent of Per Capita Indebtedness in

Comilla Co-operatives
Size of Farms Per Capita Indebtedness
(in acres) (in taka)
Small (up to 1) 85
Medium (1-3) 1391
Large (3 and above) 3112

Source Ali Akhter Khan, op cit, p. 27. The data, based on a small sample
of 30, refer to the year 1969. The figures are reproduced from the last
column of Khan’s Table 6. There seems to be some inconsistency between
that column and the other columns (showing the number of borrowers and
total debt for each group), but the per capita borrowing by the largest group
is at least about three times as great as for the smaller groups, however one
may choose to calculate the figures.

through the co-operative, the poor and the powerless were con-
demned to borrowing from private money lenders at astronomical
rates. About 17 per cent of the members borrowed from private
sources according to the 1969 Survey. Their average debt was
Tk.1340

which is quite a considerable amount. The members having less
than one acre of land and non-agricultural occupation as their
major source of income contracted this kind of loan. These loans
are of diverse nature and have the ramification of borrowing for
interestin kind . . . , usufructuary land mortgage etc.*$

The rich and the powerful not only allocated much of the institu-
tional credit to themselves, but they also accounted for a dispropor-
tionately large number of loan defaults. In 1969 more than two-
thirds of the overdue loans belonged to members of the managing
committees.* A 1975 survey of 73 defaulters in 31 societies in
Comilla Thana established the following facts.*’

1. Fifty-two per cent of the defaulters were members of the
managing committee and they accounted for 17 per cent of the
membership of the co-operatives. Since the members of the
managing committee borrowed much more than did the
others on average, it is likely that the proportion of overdue
loans that belonged to them in 1975 was even greater than
that in 1969 (when their share was two-thirds).
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2. The average size of the holding of the defaulters was much
higher than that of ordinary peasant households. The size of
landholding and annual income of the defaulters were as

follows:
Average Size Average
of Holding  Annual Income
Category of Defaulters (acres) (taka)
Managing committee
members 3.05 17476
Ordinary members 2.37 13517

The average size of holding in Comilla Thana in the same period
was just over an acre and average family income was probably no
more than Tk.4000. thus it was not so much the inability to repay
as the probability of getting away with it that determined the
degree of default. The complete size distribution of the defaulters
was as follows:

Size of Holding Percentage of
(acres) Defaulters
No land —
up to 0.5 1
0.51-1.00 14
1.01-2.00 36
2.01-3.00 22
3.01 and above 27

Considering that the amount of the loan varied more than
proportionately with the size of holding, the group belonging to
up to one acre in size would appear to account for a negligible
portion of the total amount defaulted, while the group having
more than three acres would probably account for more than half.

Our conclusions are obvious: the programme of promoting sav-
ings through the co-operative did not achieve the success that was
hoped. In the three years ending in June 1976 the annual average
accumulation of savings and shares per member amounted to
Tk.10.67, which was not much in excess of one-tenth of one per cent
of the annual income per member household. The underpriced
credit programme, funded by the government, mainly went into the
hands of the rich and the powerful. The managing committees,
firmly controlled by the large farmers, not only allocated much of
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the credit in favour of their own class but also hampered the entire
credit operation by defaulting on repayment on a massive scale. The
modest expectation of the founder of the movement that the penny
capitalists would respond to the virtues of co-operative capitalism
remained unfulfilled.

It is, however, unlikely that the beneficiaries of the movement,
particularly the richer ones, did not save. Together with the rela-
tively vast sums of co-operative credit that they appropriated, they
must have amassed considerable volumes of surplus. What did they
do with this surplus? As has been mentioned, the policies of the
co-operatives and the government made it senseless for them to
invest in capital equipment such as pumps and tubewells. The
services of such capital equipment were supplied through the
co-operative organisation at a fraction of the cost that would be
incurred if the rich farmers invested in them privately (even after
allowing for the sale of their surplus services to other farmers). It
seems inevitable that they would turn their attention to the acquisi-
tion of more land. An interesting fact that emerged from the 1969
Survey of Credit is that the average size of landholding of members
of the high and medium loanee societies increased respectively by
11 and 32 per cent over what they were before becoming members
of the co-operatives, only a few years previously. Such estimates
conceal the distribution of gain between the various size groups of
members of the same category of co-operatives. But the evidence
leads one to hypothesise that the richer members made even greater
gains in terms of landholding and that this was largely made possible
by the asymmetrical distribution of benefits from the co-operatives.

(e) The success and failure of the Comilla experiment: a summary

In Comilla the co-operative experiment was an organisation of
farmers to facilitate the absorption of inputs supplied by the govern-
ment from outside. Co-operation did not extend to the mobilisation
of the latent productive resources (e.g. unused and under-used
labour) or to any kind of pooling of private productive resources for
joint production activities. Farming was carried out strictly on the
basis of private ownership, management and planning. Even the
most rudimentary type of co-operative effort, such as the exchange
of seasonally surplus family labour or the joint construction of
common capital on the basis of self-financing, is known not to have
been organised on a significant scale. The founder of the pro-
gramme was quite right in suggesting that it was an experiment in
co-operative capitalism.
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The basis of the programme was a massive, by Bangladesh
standards, concentration of modern inputs (e.g. pumps, tubewells,
tractors, improved seed, fertilisers, pesticides and training) which
were very heavily subsidised. Above all, the presence of the Bangla-
desh Academy of Rural Development and its remarkable leader,
Akhter Hamid Khan, ensured the availability of a particularly
unique resource for the implementation of the programme. The
co-operative organisation was intended to serve as the vehicle for
the reasonably equitable and efficient absorption of these massively
subsidised inputs.

Given such attractive subsidies and organisational talents, it is
somewhat surprising that the co-operatives failed to attract the
majority of rural households. The proportion of enrolment is itself
not clearly documented but would appear to have reached a max-
imum of something like a third of the rural households.*® The
reasons for such a low enrolment are unclear: it is probable that the
apparently modest conditions of membership were too difficult for
the poor peasants to fulfil. It is also probable that the poor peasants
recognised that the structure was such that the benefits would,at
best, be proportional to the initial landholding. They may also have
been afraid of an unequal partnership with the large farmers.
Finally, the programme had virtually nothing to offer to the landless
labourers.

There was a significant, even impressive, gain in production.
Output per acre increased rapidly for the crops incorporating the
HYV technique. But this gain seems to have owed little to the
co-operative organisation itself. The credit is more appropriately
due to the concentration of resources made available by the govern-
ment. Indeed, the co-operative members seem to have lagged a
little behind the non-members in terms of growth in production per
acre.

The management of the co-operatives was dominated by farmers
who, by Comilla standards, were large. The benefits were largely
concentrated in the hands of the rich and the powerful. The
medium farmers also appear to have made some gains. But
relatively little gain accrued to the small peasants and none did
directly to the landless. The naive view that benefits would trickle
down to the poorest does not seem to have been correct. Landless-
ness and land concentration increased. The course of real wages was
no different from what it was elsewhere in Bangladesh.

The sacrifice of equity was not the only cost. The co-operatives
failed to distribute the subsidised resources efficiently. Although
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the efficiency of utilising the pumps and tubewells was greater than
elsewhere in Bangladesh, one could not claim that a desirable
absolute standard was achieved. The credit programme virtually
broke down by the middle of the 1970s as a result of default mainly
on the part of the rich and the powerful. The co-operatives not only
failed to prevent this breakdown but, being controlled by those who
were powerful enough to get away with non-repayment, actually
brought about such a breakdown.

The whole exercise constitutes a lesson in the futility of ‘co-
operation’ in a situation of inequality. The programme accepted the
unequal distribution of land as an initial condition and hoped to
work around the big farmers not by arranging that ‘they should be
excluded from the new co-operatives’, but by hoping that they
would ‘not be allowed to dominate’.#° The lesson of the Comilla
experiment is that it is impossible to prevent the big farmers from
dominating co-operatives if they are allowed to enter them. In fact,
it is impossible to prevent them from dominating if they are allowed
to exist.

4.3 The expansion of the Comilla-type of co-operative in the rest
of Bangladesh

The decision to adopt the Comilla type of co-operative under the
banner of the Integrated Rural Development Programme (IRDP)
as the organisational framework for rural development in Bangla-
desh was made before independence. Since independence the
programme has gradually expanded. The main features of the
Comilla co-operatives which have been adopted in the IRDP
framework are the two-tier co-operative structure and the integra-
tion of multiple services, e.g. credit, irrigation, training and inputs
for HYV. The progress in terms of the gradual adoption of the 434
administrative thanas of Bangladesh has been as follows:

Cumulative Total

Year of Thanas
1971/72 33
1972/73 86
1973/74 151
1974/75 161
1975/76 162

1976/77 200
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Although the programme has expanded quite rapidly, to 46 per cent
of the administrative thanas within a period of six years, the spread
has been rather thin compared to Comilla. By the middle of 1977
the following enrolments had been achieved:

Total no. of KSS 21874
Total membership of all KSS 649088
KSS per thana 109
Members per thana 3245

The average number of rural households in a thana is about
29,000, so that in those thanas which have been adopted by the
IRDP no more than 11 per cent of the households have, on average,
joined the co-operatives. Thus the rate of participation has not been
more than a small fraction of that in Comilla at the comparable
historical period.

The general approach is the same as in Comilla - to concentrate
the supply of heavily subsidised inputs to induce the adoption of
HYVs. The First Five-Year Plan reported the following rates of
subsidy on pump and tubewell irrigation in 1973/74:

Subsidy in Taka Subsidy as
per Acre of Percentage of
Type Irrigation Total Cost
Low-lift pump 107 68
Deep tubewell 166 77

These rates are generally higher than those in Comilla. The
subsidies on fertiliser, at the rates shown below for the year
1977/78, are much higher than the corresponding rates in Comilla,
as elsewhere in Bangladesh, in the 1960s:5

Subsidy as Percentage
Type of Fertiliser of Cost
Urea 48
Triple super phosphate 67
Potash 60

Credit is made available on an annual interest and service cost of
17.5 per cent. This in nominal terms is slightly higher than the 15
per cent that used to be charged in Comilla during the 1960s, but the
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difference is more than compensated by the higher rate of inflation
and generally higher structure of nominal interest rates in the
1970s, as compared with those in the 1960s. From time to time the
government talks about reducing the subsidies on inputs. It is clear,
however, that to date it has been very difficult to initiate a major
change in the situation.

Although the subsidies are high and the general orientation is the
same, the IRDP programme has not yet succeeded in achieving the
same degree of concentration of inputs as in Comilla. We do not
have separate estimates for the 200 IRDP thanas. For Bangladesh
as a whole, irrigation from all public sources amounted to only 1.84
million acres in 1977/78 or about 8 per cent of the cultivated
acreage.! Even if we assume that irrigation facilities in the IRDP
thanas were far above that elsewhere, the expansion of irrigationin
these thanas would appear to have been far less than that in Comilla
(where, by the early 1970s, about a third of the acreage was under
pump and tubewell irrigation). This seriously limits the spread of
HYVs and other modern inputs in these areas to a level far below
that of Comilla Thana. Credit is probably the only programme
under the IRDP which has even remotely approached the perfor-
mance in Comilla: by 1977 loan distribution per member in the
IRDP co-operatives was Tk.407. In real terms (i.e. deflated by the
price index of those goods and services which are acquired by funds
obtained through credit) this is probably no more than a third to a
half of the peak rate of credit in Comilla Thana.>?

That the rapid adoption of 200 thanas by IRDP has meant a
rather thin spread of resources has come to be recognised. Perhaps
this realisation has led to what may be called a second wave of
organisation of co-operatives in some of the IRDP areas. In 1976
the project RD-1 was launched on the basis of joint planning and
financing by the Government of Bangladesh and IDA of the World
Bank (which financed 69 per cent of the cost).? The objective was
to intensify rural development within the IRDP framework in seven
thanas that had been adopted by the IRDP programme, three in
Mymensingh District and four in Bogra District. While the chief
purpose was to intensify the IRDP programme (thereby approach-
ing the levels attained in Comilla Thana), it was claimed that the
following additional features have been incorporated. First, the
compilation of land and cattle registers has been provided for in
order to develop a clearer idea of the input requirements and to
guard against the possibility of fraud on the part of members.
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Secondly, the older co-operative organisations which survived in
the RD-1 areas have been reorganised to be integrated gradually
into a new comprehensive co-operative framework. Thirdly, loans
in kind have been envisaged, presumably as a safeguard against the
use of cash loans for consumption purposes. Finally, in some RD-1
projects the reclamation of the publicly owned derelict tanks by
employing landless labourers has been included in order to find a
place for the latter in the programme.

Even with these additional features the programme is hardly an
improvement over the Comilla co-operatives. Land and cattle
registration will merely provide some information for better plan-
ning. In a comparison with Comilla this must be balanced against
the large action research programme of the BARD. Similarly, the
incorporation of the old, ineffective co-operative organisations will
add little to the programme. The loans in kind probably are an
unmitigated restraint on the already dubious credit programme.
This is analagous to the tying of international credit which does no
good to the borrower. At the least it is highly paternalistic and
fraught with the danger that the bureaucratic planners will recom-
mend an inappropriate composition of inputs. Almost certainly it
raises the cost of credit, especially to the poor and the weak, by
subjecting the borrower to greater bureaucratic control. The notion
that loans in kind prevent the channelling of funds into consumption
is false in that borrowers can allocate a greater proportion of their
own resources to consumption. After all, credit alone does not
account for all financing of production activities. Most farmers
resort to significant self-financing. Finally, the reclamation of dere-
lict tanks is not fundamentally different from the Works Pro-
gramme which was a prominent feature of the Comilla project.
Since the project is limited to the publicly owned derelict tanks, its
quantitative impact must be limited. It also appears that this com-
ponent is considered to be somewhat ‘optional’ to the RD-1
programme. The landless continue to be just as peripheral under
the RD-1 as they have been in Comilla and in IRDP.

In several ways the IRDP and the RD-1 programmes are dis-
tinctly inferior to the Comilla experiment. A mere glance at these
programmes is enough to show how overwhelming is the official
bureaucratic structure.

Many resources are devoted to the building of infrastructure (e.g.
buildings, houses and vehicles) for use by the government officials
who head these programmes at the thana level. In Comilla it is
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unlikely that bureaucracy had such a great share of resources.
Compared to Comilla the capital investment programme (especial-
ly in tubewells) is more resource intensive, based on more sophisti-
cated techniques and, as a consequence, more costly.

It is not yet possible to evaluate the IRDP and the RD-1 projects
in the same way as we have analysed the Comilla experiment.
Separate data about production, distribution and accumulation in
the IRDP thanas are not available and the RD-1 has only recently
been launched. If, however, the IRDP had transformed yields in the
same way as did the Comilla experiment the result would have been
reflected in the national average (since these thanas constitute 46
per cent of the total). This, clearly, has not yet happened and the
reason seems to lie in the fact that the distribution of inputs and the
degree of effort have not been above the critical minimum level.

As and when the intensity of the IRDP programme reaches a
level comparable to that in Comilla there is little reason to expect
that the outcome will be fundamentally different. Production will
increase unless the lack of effective demand applies a brake.5* The
distributional consequences are unlikely to be any better than those
in Comilla. There is nothing in the IRDP or the RD projects that
will reduce the control of the rich and the powerful over the
co-operative organisation, which will continue to serve as the
vehicle for the absorption of subsidised inputs. If anything, the cost
will be greater than in Comilla due to greater bureaucratic control
and dependence on more conventional methods.

One can interpret the official strategy as due to ignorance on the
part of policy-makers about the true consequences of the Comilla
programme. Alternatively, one might attribute it to the decision on
the part of policy-makers that an increase in production is the
overwhelmingly important target and that the programme should
aim at achieving that target even if the cost is the further enrichment
of the rich and continued impoverishment of the poor.

This is a cause of extreme concern in view of the trends revealed
by the data in Tables 4.15 and 4.16. Table 4.15 shows that landless-
ness has been increasing — in absolute numbers, as a proportion of
the farm labour force and as a proportion of rural households. The
increase has been particularly rapid in the last decade. Since the
increase in landlessness has been greater than the increase in the
agricultural population, the trend cannot be explained by demo-
graphic factors; the distribution has been changing sharply in an
unfavourable direction.



The Rural Development Programme of Bangladesh 149
Table4.15 Landlessness in Rural Bangladesh

Landless Number of Percentage of
Labourers as a Landless Rural Households
Percentage of Agricultural which are
Total Farming Labourers completely
Labour Force in Millions Landless
Year ) ) A3)

1951 14.3 1.51 —

1961 17.5 2.47 —

1963/64 17.8 2.71 —

1964/65 17.5 2.75 —

1966 — — 6.97

1967/68 19.8 3.40 —

1977 26.1 4.54 11.07

Note For the estimates of columns (1) and (2) up to 1967/68 see A. R.
Khan, Poverty and Inequality in Rural Bangladesh, ILO (WEP) Working
Paper, 1976. The 1977 estimate is based on the Land Occupancy Survey
(LOS) of that year reported in F. T. Zannuzi and J. T. Peach, Report of the
Hierarchy of Interests in Land in Bangladesh (Washington: USAID, Sep-
tember 1977). The LOS estimate refers to the number of rural households
(and their total population) which are completely landless. The 1974
population census shows that there were 0.243 members of the agricultural
labour force (i.e. excluding non-agricultural rural labour force who consti-
tuted about 15 per cent of the total rural labour force) per rural population.
Applying this to the number of households and persons reported by LOS
the agricultural 1abour force in landless and total rural households have
been found. For columns 1 and 2 the LOS definition of Landless-2 (i.e., all
those who have no land or only have homestead land) has been used as this
seems to be the same as the quantity measured in preceding years. Column
3 shows the percentage of rural households that are absolutely landless. The
source for 1966 is Registrar of Co-operative Societies. Agricultural Credit
in East Pakistan, January 1966 — A Survey Report (Dacca 1967) and the
source for 1977 is the LOS. For this purpose the LOS definition of
Landless-1 (i.e., households that claim no ownership of land either home-
stead or other land) has been used. The main reason the column 1
proportions are so much larger is that many landless labourers may have a
homestead but no cultivable land.

Table 4.16 shows the distribution of operational landholdings in
1967/68 and the distribution of land ownership in 1977. The two
are not comparable: in general the ownership distribution is likely
to be more unequal.’’ It is, however, somewhat unlikely that the
vastly worse distributionin 1977, as compared with thatin 1967/68,
is due entirely to this factor. Given the grouping of the published
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data, we can only make approximate comparisons. In 1967/68 the
lowest 56.6 per cent of the landholding households had 21.4 per
cent of the land while in 1977 the bottom 53.4 per cent of the
landowning households had only 9.3 per cent. At the other end, in
1967/68 the top 7.9 per cent of the landholding households had 31
per cent of land, while in 1977 the top 8.4 per cent had 43 per cent.
In 1967/68, at the upper end of the distribution, 20 per cent of land
was held by 4 per cent of the biggest landowners. In 1977 the same
proportion of land was owned by 2.2 per cent of the richest
landowning households.’¢ A part of the difference probably is
explained by the fact that the ownership distribution is more equal
than the distribution of operational holdings. But it is also highly
probable that the distribution itself has worsened.

The intolerable inequality of land ownership is clearly revealed
by the 1977 Land Occupancy Survey data. The top 10 per cent
probably own close to 50 per cent of the land. The bottom 50 per
cent of the households own less than 9 per cent of the land. The
average ownership of the top 8.4 per cent was 40 times the average
ownership of the bottom 53.4 per cent!

The consequence of intensifying the implementation of the IRDP
programme in a situation of such initial inequality will be to
perpetuate, more likely to aggravate, such inequality. In the official
discussions of rural development programmes and policies there is
little awareness of the gravity of the situation. It seems that the
decision has been made to march towards greater inequality in the
belief that, given the existing structure of the distribution of power
in the rural areas, nothing else is feasible and in the hope that this
strategy will provide some, possibly high, growth.

Notes

1. The term ‘co-operative capitalism’ as a description of the Comilla
experiment has been borrowed from an article written by Akhter Hamid
Khan, the founder of the Comilla experiment. For the complete quota-
tion and reference see Section 4.2 (c).

2. See Chapter 7 of ILO, Poverty and Landlessness in Rural Asia
(Geneva: ILO, 1977).

3. R. D. Stevens, H. Alavi and P. Bertocci (eds.), Rural Development in
Bangladesh and Pakistan (The University Press of Hawaii, 1976), pp.
96-7. Among the less favourable accounts of the Comilla experiment
are: Harry Blair, ‘Rural Development, Class Structure and Bureaucracy
in Bangladesh’, World Development, VI, No. 1 (1978), and his earlier
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work, The Elusiveness of Equity: Institutional Approaches to Rural
Development in Bangladesh (Cornell University, 1974).

4. A thana in Bangladesh is a lower level administrative unit with an
average area of 125 square miles and an average population of about
180,000. Traditionally, the distinctive feature of a thana was the pres-
ence of a police station (the word for which in Bengali is thana). The
Comilla Kotwali Thana is smaller than average in size (107 square miles)
but larger than average in population (about 311,000 according to the
1974 census). The administrative level above the thana is called a
sub-division (of which there are 55 in Bangladesh) and that above the
sub-division is called a District (of which there are 19).

S. In Comilla the Kotwali Thana Central Co-operative Association
(KTCCA) Ltd. serves as the apex organisation. Besides the ACF its
constituents include the Special Co-operative Societies Federation (the
SCFC, which itself is a federation of the non-agricultural primary co-
operative societies, e.g. those of automobile drivers, mechanics, small
traders and rickshaw-pullers) and six small societies of special categories.
In 1973/74 the membership of all the KSS accounted for 72 per cent of all
the members of all societies belonging to the KTCCA. In this paper we
shall be concerned with the ACF and its constituent KSS and not with the
non-agricultural and special co-operative societies.

6. Akhter Hamid Khan, The Comilla Projects— A Personal Account, Paper
presented at the Development From Below Workshop, October 1973,
Addis Ababa. Despite his own statements to the contrary, most obser-
vers of the Comilla experiment emphasise the crucial role played by Mr
A. H. Khan in making it what it became. It is clear that this personality
factor was important in shaping the Comilla project. This is a factor of
which the programme of replicating the Comilla model all over Bangla-
desh was deprived.

7. Ibid.

8.Ibid. A. H. Khan’s figures are illustrative orders of magnitude, not exact
estimates.

9. Ibid.

10. Ibid.

11. Ibid. The by-laws of the KSS generally did not exclude the landless from
membership. But agricultural labourers could not obtain credit (for
which land had to be mortgaged). Nor did they have any use for
subsidised water, fertiliser or pesticide. Thus there was no incentive for
them to become members for which strict obligations had to be under-
taken.

12. In 1960/61, 1963/64 and 1966/67 the shares of rice in total cropped
acreage in Comilla thana were respectively 98.9 per cent, 96.5 per cent
and 94.3 per cent. There is some evidence that the declining trend
continued through the early 1970s, though the share is probably greater
than 90 per cent even today.

13. According to the FAO Production Yearbook, 1976, the yield of rice (in
paddy form) per acre would be 2.37 tons in Japan, 2.02 tons in North
Korea and 2.08 tons in South Korea in 1974. In terms of rice, paddyyield
per acre in Comilla was 1.75 tons.
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14. Trend rates of growth (g) have been found by fitting Log X=a+ gt (from
X=Ae#) where Xis yield per acre and tis time (= O for 1963/64, 1 for
1964/65, . .. 11 for 1973/74). The fitted functions are as follows:

Aus
Members: log X=2.9119+0.0363¢t R2=0.33
(0.0173)
Non-members: log X=2.6302+0.0541¢t R2=0.48
(0.0186)
Boro
Members: log X=3.0440+0.0903t R2=0.64
(0.0258)
Non-members: log X=2.6745+0.1148¢t R2?=0.63
(0.0336)

For Amon crop gis not significantly different from zero at any reasonable
level of confidence and R? is approximately zero for both groups. For
Boro and Aus the 95 per cent confidence intervals for estimated gs for
members and non-members overlap widely. Thus the estimated gs for
non-members are higher than those for members only at a very low level
of probability.

15. There are problems in comparing the trend rates of growth of the two
groups over time. As is well-known, over time members increased in
number. If one accepts that initially the farmers with higher yield became
members, then their ranks in the later years might have been swollen by
the influx of those who had relatively a lower initial yield. This would bias
the estimated trend for the members downward. But, if one further
accepts that among the non-members those with a higher initial yield
joined the co-operatives then, over the years, the depletion in their ranks
must have come about by the desertion of those with relatively higher
yields. This would bias the estimated trend for the non-members down-
ward. Given the state of information one cannot hope to resolve these
hypotheses. One must also note the relatively small size of samples and
plots of crop cutting surveys before taking the results too literally. All
that the present writer wants to do is to show that there is little statistical
basis for the claim that the members attained a rate of growth higher than
the non-members.

16. Until a well-documented and complete explanation is available one
should perhaps view the extremely high cropping intensity estimates for
1966/67 with some scepticism.

17. All the data quoted on the costs and payments for Comilla tubewells
have been taken from M. Ahsanullah, Economics and Management of
Tubewell Irrigation in Comilla Kotwali Thana, (BARD, April 1972). The
publication puts together a good deal of information but, unfortunately,
makes no systematic use of it. Due to some unfortunate gaps in informa-
tion it is impossible to put together the complete picture. But there is
enough information to enable us to demonstrate the validity of our basic
arguments.

18. The 15 per cent rate of interest is essentially an arbitrary figure but is
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probably something like the lower limit of the estimated social value of
capital. The farmers paid 15 per cent for credit from the co-operatives —
which was by far the cheapest source of credit. A general equilibrium
exercise carried out by the present writer for the 1960s shows that the
accounting rate of interest for Bangladesh was about 15 per cent under
favourable assumptions. See A. R. Khan, The Economy of Bangladesh
(London: MacMillan 1972), Chapter 10.

19. This is because, among other factors, the capital cost was almost
certainly underpriced due to the artificially low value in domestic cur-
rency of the imported tubewell equipment because of the overvalued
rate of exchange. Also, repair and maintenance is probably under-
estimated and allowance has not been made for the fact that each year
a number of tubewells remained non-operational.

20. For example, these were the changes levied in the village Joypur. See
Md. Ahsanullah, op cit, p. 41.

21. The cost to the KTCCA was: Tk.3585 of annual interest on capital,
Tk.S00 of pay to the driver and Tk.478 of estimated repair and main-
tenance. The total was Tk.4563 which, spread over 48 acres, gives a per
acre cost of Tk.95. Adding Tk.34 of cost per acre borne by the primary
society, we arrive at the total of Tk.129 per acre. Once again, one must
emphasise that this was almost certainly an underestimate of the true cost
to the society. Also note that our cost estimates refer to that of tubewell
water only and not to the whole process of tubewell irrigation (which
involved additional costs at the field level).

22. For Bangladesh as a whole, the subsidy on tubewell water in 1973/74
had grown to TK.166 per acre which was 77 per cent of the annual cost
per acre. For low-lift pump the subsidy per acre for Bangladesh as a
whole was estimated to have been lower, Tk.107 or 68 per cent of the
cost. See Planning Commission, The First Five- Year Plan (Dacca, 1973),
pp- 150-1.

23. One should note that even if one could prove that the co-operative
members had a higher or more rapid rate of adoption, one could not
argue that membership constituted a higher level of innovativeness. It
would still remain possible that more disadvantaged peasants were
excluded from membership which bestowed special privileges which in
turn enabled a more rapid rate of adoption of new practices.

24. The Annual Report of the BARD, 1967 (pp.46-7) shows that in
1966/67 in Comilla 2274 members and 2145 non-members of tubewell
agricultural societies had adopted irrigation. The average size of irrigated
area was much lower for the non-members. This probably reflects
nothing more than the lower average size of holding for the non-
members. More on this later.

25. Data from BARD source quoted in Stevens, Alavi and Bertocci (eds.)
opcit, p. 134.

26. The Commilla experiment was to serve as the laboratory for action
research for the BARD. Whatever the success of the programme in other
areas its performance in monitoring and documenting the effects of its
own actions must be rated at best as mediocre. Scores of surveys have
been carried out since the programme was launched. But these surveys
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have been ill-designed, lacking a framework for a reasonably com-
prehensive coverage of the basic aspects on which the performance of the
programme, on its own terms, was to be judged. Perhaps the worst failure
relates to the quantitative measurement of change in the distribution of
income. Since one of the objectives of the programme was to improve the
distribution, it would have been natural for its action researchers to
monitor systematically any change in inequality by collecting reasonably
comprehensive information. Unfortunately, this expectation has re-
mained unfulfilled. It, therefore, is necessary for us to depend on
incomplete and fragmentary evidence.

27. A 1973 Survey (M. Solaiman, Landholding and Co-operatives in Five
Comiilla Villages, Comilla, BARD, 1974) shows that only 23 per cent of
the landless had access to land on the basis of sharecropping, leasing or
mortgaging. The landless represented only 14 per cent of all those who
obtained land on this basis.

28. The requirements for becoming a member were as follows:

Each member of the village society has to agree to fulfil the following
obligations: he has to attend weekly meetings, he has to make regular
deposits with the society, he has to buy at least one share at the initial
stage and one share in each subsequent year, he has to repay loans
timely and pay interest at 15 per cent per year if he takes a loan from
the society.

M. Nurul Haq, Comilla Co-operative Experiment, (Comilla: BARD,

1966).

29. In later years the participation of the landless and small peasants has
grown somewhat. In 1975, according to a survey of 3702 families in 24
villages in Comilla (A. Rahim, Amon Crop Survey in Comilla Kotwali
Thana, Comilla: BARD, 1977) 9.1 per cent of the landless (presumably
a proportion of those who rented in land from others) had become
members. The same survey does not indicate the membership among
those who had less than one acre. But a smaller survey in 1973, based on
558 households in 5 villages (M. Solaiman, op cif) claimed that 41 per
cent of those who had up to 0.5 acres and 53 per cent of those who had
more than 0.5 acres and up to one acre had joined. Indeed, these 1975
data, based on only 5 villages, may represent overestimates of the
participation of these groups for Comilla as a whole. Thus this survey
seems to overstate the overall participation rate for Comilla and, rather
implausibly, claims that 32 per cent of the landless had joined while at the
same time admitting that only 23 per cent of the landless had any access
to land and fulfilled the criterion of being cultivators. In a private
communication with the present writer Solaiman gave the following
information:

In the mid-sixties a special drive was given at Comilla to increase the
membership and volume of loan disbursement. Many landless families
at that time joined the co-operatives. Some of them were working as
farm labourers. Many of them have left later, and wherever available,
joined non-agricultural co-operatives like rickshaw pulling. Still some
remained with the agricultural co-operatives, but not very actively,
who are not regularly involved in farm work through renting in land.
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30. A. H. Khan, op cit.

31. According to Solaiman’s 1973 survey, the average size of a farm was
1.16 acres. In the late 1960s it was probably a little higher.

32. Unfortunately, we have little explanation of the data. In 1963/64 there
was very little difference between per capita incomes of the small and
large farmers. If one is to take the income data seriously, then the size
must be taken to refer to the operational rather than ownership units.
One could then argue that the large owners were content to rent out a
part of their land (and thus become medium operators) while at the same
time they pursued non-agricultural activities yielding high income.

33. In the section on productivity increase we argued that the members had
a lower trend rate of growth in output per acre than the non-members. Is
the present argument inconsistent with that? We do not think so. A
higher yield per acre does not necessarily mean a higher net income per
acre. In particular, it normally has a very tenuous connection with net
income per worker or per capita since higher yield is frequently achieved
by the more intensive application of family labour.

In the village of South Rampur of Comilla Kotwali Thana all sales and
purchases of land over the 10 years ending in December 1973 have been
compiled (M. Rezaul Karim, ‘Land Transaction in a Comilla Village’ in
Journal of BARD, July 1976) and the size distribution of 59 sellers and
73 buyers were as follows:

Landholding per

Family (acres) No. of Sellers No. of Buyers
up to 1.00 27 7
1.01-2.00 18 16
2.01-3.00 4 14
3.01-4.00 4 8
4.01-5.00 6 12
above 5.00 — 16

Clearly the smallest size group holding up to one acre was mainly losing
land which was being bought up by the larger size groups. Unfortunately,
the study does not show how many in each category belonged to the
co-operatives.

34. See ILO, Poverty and Landlessness in Rural Asia, op cit, Chapter 7, for
a time series on real wages for agricultural labour over the period
1949-175.

35.See S. R. Bose, op cit.

36. A. H. Khan, op cit.

37. See, for example, M. Ahsanullah, Capital Accumulation Through
Co-operatives, (Comilla: BARD, 1973) p. 5.

38. ‘A’ class societies could borrow up to five times total deposits and
shares; ‘B’ and ‘C’ class societies up to four and three times respectively.
The classification was based on total deposit size, regularity of repayment
and general co-operative behaviour (e.g. attendance at weekly meet-
ings). See Ali Akhter Khan, Rural Credit Programme of Agricultural
Co-operative Federation (Comilla: BARD, 1971).

39. By 1975/76 the credit programme was virtually completely clogged up
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by a high rate of default. As a result total outstanding debt, for the first
time, was below accumulated shares and savings.

40. There were probably other factors causing a reduced incentive for
institutional saving. Thus, the sharp acceleration in the rate of inflation in
the 1970s must have rendered the return on these assets highly negative.

41. These figures are to be found in Ali Akhter Khan, op cit. His estimates
are based on a 1969 Survey of the borrowing profile of 30 co-operative
societies in Comilla Thana.

42. For a detailed account of the procedure for application for and
sanctioning of loans see Ali Akhter Khan, op cit.

43. Pesticides contained a 100 per cent subsidy and fertiliser a minimum of
25 per cent. In recent years the subsidy on fertiliser has been higher.
More data will be presented in the last section.

44, Ali Akhter Khan, op cit, p. 28. The same report contains accounts of the
malpractices on the part of the managers and the resentment of the
ordinary members against such malpractices.

45. Ali Akhter Khan, op cit, p. 29. The reference to interest in kind applies
to cases of extraordinarily high implicit monetary rates of interest.

46. Ali Akhter Khan, op cit.

47. P. K. Chowdhury, Loan Default Under the Agricultural Co-operative
Federation of Comilla Kotwali Thana, (mimeo) (Comilla: BARD, 1976).

48. See the note to Table 4.9.

49. Akhter Hamid Khan, op cit.

50. Ministry of Agriculture and Forest, Government of Bangladesh, The
Revised Two Year Plan (1978-80) of the Agricultural Sector (mimeo,
Dacca, April 1978), Table IX. Today, the farmers in Comilla receive the
same subsidies as do the farmers elsewhere in Bangladesh. It may be
useful to reiterate that these subsidies are based on the difference
between price and actual cost and not on the evaluation of social cost.

51. Ibid., Table XII.

52. This and the above figures about membership etc. of the IRDP are from
Government of the People’s Republic of Bangladesh (Ministry of Land
Administration, Local Government, Rural Development and Co-
operatives), Rural Development Expansion Programme in Bangladesh
(Dacca 1977). It is not clear if the distribution of credit shown in Annex
IT refers to accumulated outstanding credit or only to the credit distri-
buted in 1976/77. We assume that it refers to outstanding credit. In
Comilla the peak outstanding credit was Tk.442 in 1970/71. In real terms
the difference would of course be much greater.

53. Similar programmes have been launched elsewhere in Bangladesh with
the assistance of bilateral donors. A more ambitious RD-2 programme,
covering 29 thanas, has been formulated along these lines and World
Bank support is expected to make its implementation possible.

54. This was not a problem in Comilla since it was a small island in a vast
famine prone country. This may yet become a problem if the big push on
an all Bangladesh scale becomes a reality. If demand from abroad, with
or without a change in the cropping pattern, can resolve the problem then
one may witness the coexistance of surplus production and domestic
hunger.
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55. For evidence see A. R. Khan, Poverty and Inequality in Rural Bangla-
desh, ILO (WEP) Working Paper, 1976.

56. These figures are based on the more detailed data than those presented
in Table 4.16. See the references in Table 4.16 for the actual data. These
proportions are based on the exclusion of landless households from the
denominator. The last comparison is based partly on linear interpolation
within size groups of the distribution. This has led to slight inaccuracies.



5 TheState and Agrarian Change: A Case
Study of Egypt, 1952-77

Samir Radwan and Eddy Lee

5.1 Introduction

The purpose of this study is to trace the changes in Egypt’s agrarian
system over the last quarter of a century in an attempt to assess the
extent to which the successive agrarian reforms introduced in Egypt
in 1960, 1962 and 1969 have succeeded in resolving the agrarian
question, that is the creation of an alternative agrarian system more
conducive to egalitarian rural development. After briefly outlining
the pre-reform agrarian system, we shall try to assess the effect of
the reforms on production and productivity, distribution of land and
income in general and the problem of rural poverty in particular,
and provide an appraisal of the ‘supervised co-operatives’ — the
most important institution created by the Egyptian agrarian reform.
Finally, we shall conclude with a note on the nature of the present-
day agrarian system.

The study of the Egyptian case is interesting at both the general
and the specific levels. Egypt is a good example of that group of
Third World countries that have tried to change their agrarian
systems through a fairly radical land reform and the introduction of
new forms of organisation, usually co-operatives, but without alter-
ing the basic characteristic of the pre-reform system based on
private land-ownership. The Egyptian experience is, however, par-
ticularly instructive due to several elements specific to it. One is the
centrality of its political system and the active role of the state in
controlling irrigation and hence agriculture. This provides a unique
historical example for studying the contrasting role of the state in
development both under the colonial and post-colonial conditions.
Moreover, Egypt is a typical case of ‘arrested development’ where
spurts of growth are followed by periods of stagnation, and it would



160 Agrarian Systems and Rural Development

be extremely instructive to observe the pattern of agrarian change
in the context of a stagnant economy.

5.2 Theevolution of Egypt’s agrarian system before land reform

A central episode in the economic and social history of Egypt has
been the introduction of cotton cultivation in the 1820s and the
consequent transformation of a poor subsistence agriculture into a
commercialised sector producing for exports. The agrarian system
that evolved over the following one and a half centuries was strongly
conditioned by this episode.

One of the most distinguishing features of this transition was the
impressive growth of agricultural output. Available data indicate
that Egypt has experienced something like an ‘agrarian revolution’
during the course of the nineteenth century.! Over the fifty years
between 1820 and 1870, total agricultural output, in real terms,
increased just over 12 times, while per capita production rose nearly
six times. This impressive performance could be attributed mainly
to two factors: the extension of the cultivated area through the
massive investment by the state in the development of one of the
most complex systems of irrigation in the world; and the realloca-
tion of land in favour of more profitable cash crops, especially
cotton. From 1870 onwards, the growth of agricultural output
began to slow down. The average annual rate of growth of agricul-
tural output was 3.5 per cent during the period 1872/78-1895/99
compared to more than S per cent over the previous 50 years. The
main explanation for this decline in the growth rate can be found in
the fact that by the 1880s Egypt had reached that stage which
Ishikawa calls ‘the virtual disappearance of the arable land frontier’
where a new round of ‘basic investment’ in irrigation becomes an
essential precondition for any further addition to the extensive
margin of land and increase in agricultural output.? The history of
agriculture has been mainly the history of attempts to add either to
the extensive margin of land through investment in irrigation, or to
the intensive margin through multiple cropping and the heavy use of
fertilisers. But by the 1930s a stage was reached where any addition
to the arable land was almost impossible and the only increase in
productivity would have to come from investment in ‘new inputs’.
However, one of the striking features of Egyptian agriculture has
been the lack of investment in technical innovations beyond fertilis-
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ers. Small peasants have been unable to afford the price of these
new inputs and large landowners (who mostly rented out their land)
had no incentive to invest in new machinery due to the existence of
cheap labour.

Rapid growth of population in the context of fixed supply of land
and the absence of technical change has resulted in the early
appearance of diminishing returns to the abundant factor of pro-
duction: labour. The average land to labour ratio deteriorated from
100 at the turn of the century to 68 in the 1950s and the average
output per worker also decreased from 100 to 73 during the same
period (Table 5.1). The turning point was the 1930s when it became
clear that Egyptian agriculture could no longer absorb the increa-
sing population and hence large-scale migration to the urban
centres began.

This pattern of production and accumulation took place within
the framework of, and was also perpetuated by, a land system based
on private ownership and a production system characterised by
extreme duality between large estates and small peasant farms.

Egypt’s agrarian system of the 1950s had its historical roots in the
system of private landownership, established in the second half of
the nineteenth century and the concomitant emergence of a power-
tull class of large landowners.> The most striking feature which
characterised the evolution of this system was the heavy concen-
tration of landownership on the one hand, and the continued
fragmentation of small landholdings on the other. An initial situa-
tion of extreme inequality in the distribution of land had actually
worsened with the passage of time. Thus we find that at the turn of
the century small farmers (owning less than five feddans) who
represented 80 per cent of the total number of landowners, posses-
sed only 20 per cent of the land, while large proprietors (owning
over 50 feddans) representing only 1.5 per cent of landowners, held
44 per cent of the land.* The process of differentiation continued. A
striking feature of this process was the way in which medium
landowners were able to consolidate their position. Between 1910
and 1952, the average size of medium properties as well as their
share in the total cultivated area remained virtually constant. By
contrast, the number of small owners more than trebled in 50 years,
and although their share of the total cultivated area increased from
22 per cent to 35 per cent between 1900 and 1952, the average size
of their properties fell from 1.46 to 0.80 feddans, i.e. by 45 per cent.
Furthermore, a finer breakdown shows that most of the increase in
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small properties took place in the bracket ‘less than one feddan’.
Between 1910 and 1952 the number of owners in this bracket
increased from 783,000 to 2,018,000 (compared to an increase
from 464,000 to 624,000 in the ‘one to less than five feddans’
bracket) and the average size of property declined from 0.47 to 0.38
feddans.’ This development was largely due to a rapid increase in
rural population combined with the Muslim laws of inheritance
which required the breaking up of properties among heirs upon the
death of the owner. Despite the operation of these laws, both the
number of large- and medium-sized properties and their area
showed little change over time. This is partly explained by the fact
that newly reclaimed land and land sold by the state from public
domains from time to time was generally acquired, in the first
instance, by the bigger landlords, a practice which largely offset the
negative effect of the breaking up of their properties on the total
area owned by them.t Thus, through the parallel processes of
fragmentation of small properties and consolidation of medium and
large properties, the distribution of landownership, extremely un-
even from the beginning, became even more unequal. The Gini
coefficient for the distribution of landownership increased from
0.696 in 1896 to 0.785 in 1950. Consequently, we find that on the
eve of the First Agrarian Reform of 1952, large landlords, those
owning over 50 feddans, numbered less than half of 1 per cent of the
total number of proprietors but held 35 per cent of the land, while,
at the other end of the spectrum, small farmers, owning less than
one feddan, represented 72 per cent of total landowners but held
only 13 per cent of the land. It is not surprising, therefore, that
Egypt was then described as the ‘half per cent society’. The two
million families who owned less than one feddan each constituted
the poorest section of the landowning class; some, having leased
their land to other peasants, lived in towns or joined the army of
casual labourers in the villages; others rented land to supplement
their holdings wherever possible.”

Outside the spectrum of landowners we find the landless peas-
ants; the poorest of the poor. With no access to land either through
ownership or rent, the number of landless families as well as their
proportion to total rural population have been growing consider-
ably. In 1929 there were 697,000 landless families, or 37 per cent of
the rural households. The ratio increased to 53 percent in 1939, and
by 1950 there were some 1.5 million families, representing 60 per
cent of rural population, who neither owned nor rented land at all
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and who had to rely exclusively on their labour for earning a living.

The lopsided development of private landownership sketched
above gave birth to an agrarian system that can best be described as
capitalist in structure and feudal in its social relations.? The intro-
duction of cash crops and the consequent integration of Egypt as a
cotton producer into the world economic system; the development
of a complex transport network linking the farms to the market
place; the creation of a sophisticated trade and financial structure,
have all contributed to the transformation of Egyptian agriculture
from a subsistence into a highly commercialised and profit-
maximising activity. The dual structure of landownership — large
estates and small peasant holdings — was also reflected in the mode
of land exploitation. Egyptian agriculture was dominated by a large
sector of small family farms totally dependent on family labour and
using primitive tools and implements. By contrast, medium and
large estates depended mainly on hired labour, permanent or
casual, and employed modern machinery. The organisational struc-
ture of factor markets (land, labour and capital) and the land tenure
relationship functioned under a laissez-faire system.® Wages, in a
labour-surplus economy, were always pushed to subsistence levels
and below. The credit market was controlled by foreign banks that
were mainly concerned with financing the cotton trade. Their
lending policies favoured large landowners and small farmers had to
rely on private money-lenders who charged exorbitant rates of
interest. The extremely unfavourable man to land ratio was as-
sociated with an active land market. An increased demand for an
almost perfectly inelastic supply of land contributed to a tremen-
dous inflation of land prices without any actual increase in produc-
tive investment. Moreover, where ownership of land was concen-
trated in a few hands, leasing was the only way in which the land
‘hunger’ could be satisfied. Absentee landlords leased their land
either directly or through intermediaries under a wide range of
tenancy contracts: cash rent, rent in kind and sharecropping. It was
estimated that by 1950 some 60 per cent of Egypt’s cultivated land
was tenanted (as against 17 per cent in 1939).10 Acute competition
and exploitation by intermediaries sent rents rocketing. Average
rents increased five times between 1938 and 1950. In many cases it
was more advantageous for the landlord to lease out his land than to
farmit.

This defective land tenure system not only resulted in an ex-
tremely unequal distribution of income as we will see later, but also
enforced a pattern of social relations that could be described as
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feudal. The village scene was dominated by the large landlord
usually referred to as the Pasha. His manor house, which over-
shadowed the mud houses of the fellahin, was run by a small army of
permanent workers and their families. Invariably, he, as the Umda
(or village mayor), was the representative of the state. In short, he
represented the political and social power in the village, and he
certainly used this power to ensure his mastery. Tales of social
subjection, illegal abuses, repression and human degradation of the
fellahin were a pale description of the grim reality of Egyptian rural
life. It is not surprising, therefore, that by the early 1950s, the
so-called passivity of the Egyptian peasantry was wearing thin and
signs of unrest were appearing in various parts of the countryside. !

It is against this background of mounting agrarian crisis that a
number of writers, social reformers and politicians called for the
reform of the agrarian system.!? Various elaborate schemes were
proposed but all went unheeded by a government dominated by
large landowners. The new régime brought in by the 1952 Revolu-
tion recognised the urgent need to tackle the agrarian question. One
of their first actions was the promulgation of the Land Reform Law
of September 1952 which represented a frontal attack on the power
of the entrenched class of big landowners and an attempt at a radical
reform of an ailing agrarian system.

5.3 The post-reform agrarian system

In this section we shall delineate the main features of the agrarian
system that resulted from the agrarian reform. The first, and
perhaps most important point to note was the Land Reform of 1952
and subsequent measures in 1961 and 1969 did not result in the
total upheaval of the old system. In fact, this was not one of the aims
of the reform, the major objective of which was to break the power
of large landowners and raise the standard of living of the peasantry
through the enforcement of complementary measures such as
tenancy reforms and minimum wage legislation within the
framework of private landownership. Thus, as regards expropria-
tion of large landowners, we see that the ceilings of landownership
were extremely high in relation to the average size of landowner-
ship; the ceiling under the 1952 legislation was 300 feddans com-
pared to the average ownership size of 2.1 feddansin the same year.
Although this ceiling has been lowered in subsequent legislation, it
still remains very high in relation to average farm size and as a
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consequence by 1970 only 13 per cent of total farming land was
expropriated and redistributed to only 9 per cent of the farming
population. As a point of reference we note that the land reforms in
Japan, Taiwan and South Korea were far more drastic in scope; in
the case of South Korea, the ceiling on ownership was only three
hectares and two-thirds of the farming households received land
under the land reforms.

The net redistributive impact arising out of the land that was
actually transferred was also relatively weak. First, the level of
compensation, set at ten times the annual rental value of the land,
was relatively generous. Secondly, the full burden of compensation
was imposed directly on the beneficiaries. They were to pay this
compensation by instalments over a 30 year period together with an
additional 15 per cent in charges. There was also an annual interest
of 3 per cent that had to be paid on bonds issued to the expropriated
landlords. Thus, not only was the transfer of land limited in extent,
its redistributive impact was also limited by the negligible extent of
the transfer of wealth between the expropriated and the small group
of beneficiaries.

The tenancy and minimum wage reforms had a potentially wider
redistributive impact. At the time of land reform 60 per cent of the
total land area was tenant-cultivated and an estimated 60 per cent
of rural families were landless and hence dependent, to varying
degrees, on income from agricultural wages. The number of poten-
tial beneficiaries from these measures was thus very great. The 1952
Land Reform Law fixed rents at seven times the land tax in case of
cash tenancy and, in the case of sharecropping, the tenants’ share in
the crop at 50 per cent, with equal participation in costs between
owner and tenant. Security of tenure was also guaranteed for three
years. The impact of these measures, fully applied, could have
lowered the level of cash rents by 30—42 per cent!® and brought
about an increase of one-third in the share of total output retained
by sharecroppers. Similarly, the minimum wage for an eight hour
day was set at 18 piastres for men and 10 piastres for women
compared with the prevailing rates of 10-15 piastres and 6-7
piastres respectively.

Undoubtedly, there was a significant initial redistribution as a
result of these measures but the enforcement of rent control and
minimum wage legislation was patchy and evasion was widespread.
The strong demand for land and the domination of land reform
institutions by large landowners made it easy to continue squeezing
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peasants. In .ddition, under conditions of growing population
pressure, many landlords had succeeded in evading the minimum
wage stipulations and, as we show in the next section, there has been
no sustained improvement in real wages.

Thus, neither the redistribution of land itself nor the accomp-
anying tenancy and wage reforms had any radical effect in changing
the agrarian system. There were some initial, once-and-for-all gains
in asset and income redistribution but these were, as we shall show,
eroded away as the system reverted to a new inegalitarian equilib-
rium. The post-reform system was still based on the private owner-
ship of land and the distribution of land remained highly unequal;
the top 5.6 per cent of landowning households still owned 53.4 per
cent of the total cultivated area after the 1952 reform. The vast
majority of the landowning population (94.4 per cent) owned only
46.6 per cent of total cultivated land and owned an average of one
feddan per awner; in contrast, 20 per cent of the total area was in
ownership units of more than 50 feddans and another 14 per cent
were in units of between 20-50 feddans. Thus, the range in the size
of ownership units still remained enormous in spite of the elimi-
nation of the top of the landowning pyramid through the 1952
reform.

Furthermore, a large pool of landless families continued to exist.
No less than 40 per cent of agricultural families were still estimated
to be landless after the land reform.14

Because land continued to be highly unequally distributed and a
large pool of landless peasants continued to exist, it is clear that the
structural conditions for the perpetuation and deepening of rural
poverty remained untouched. Unequal landownership confers
monopsonistic power to the landowners in labour markets against a
large and powerless rural labour reserve.!S Market power also
extends to credit markets and economic control by the rich of the
poor through usurious relationships. Moreover, political power, as
a result of the land reform, had merely shifted from the very rich to
the rich; the political position of the mass of the rural poor remained
unchanged.

Another distinctive feature of the post-reform agrarian system,
and one that is perhaps unique to the Egyptian case (as well as the
case of Mexican Eijidos), was the introduction of the system of
‘supervised co-operatives’. The First Agrarian Reform of 1952
made it obligatory for all land reform beneficiaries in any one
village to form a co-operative society among themselves. The
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co-operative was to replace the former landowner in the organisa-
tion of cultivation, provision of credit and other inputs, and the
marketing of produce. With the government concentrating its ser-
vices through co-operatives, the system was extended beyond the
boundaries of agrarian reform areas until it covered almost all of
rural Egypt by the mid-1960s. We can distinguish three types of
agricultural co-operatives: (i) the agrarian reform and the land
reclamation co-operatives, created in land reform and newly re-
claimed areas to cater exclusively for the needs of land distribution
beneficiaries; (ii) the general or multi-purpose co-operatives (also
known as the credit co-operatives) which have as their members all
the farmers on the ‘old’ land, i.e. outside land reform areas; and (iii)
the specialised co-operatives, with a membership of producers
engaged in agriculture-related activities such as animal husbandry,
fishing and food processing. Of these three categories, the general,
or multi-purpose is the most important: these co-operatives service
some 87 per cent of the country’s cultivated land, account for 83 per
cent of the total membership of co-operatives and control 70 per
cent of their capital.®

The organisational structure of these co-operatives is pyramid
shaped with the local or village society at its base, the co-operative
union at the top and three middle strata corresponding to the
country’s administrative hierarchy: the District (Markaz), the Gov-
ernorate (Muhafaza), and the country as a whole. The local
co-operative, which is the cornerstone of this structure, is created in
each village with a minimum membership of 20. It is run by an
elected council of five to seven members assisted by a supervisor
(Mushrif) who is usually an agricultural engineer appointed by the
Ministry of Agriculture. In many co-operatives, the government
also provides a clerk and an accountant.

This elaborate system of agricultural co-operatives has two basic
functions: to be the primary channel through which government
services reach the small farmers and to serve as an efficient instru-
ment of government policies concerning the improvement of pro-
duction and the mobilisation of agricultural surplus. The wide
network of co-operatives has enabled the government, perhaps for
the first time, to reach the remotest areas of rural Egypt and to
influence in a direct way the course of rural development. Through
the co-operatives, the government was able to re-organise produc-
tion by introducing the system of land consolidation and the ar-
rangement of crop rotation. An elaborate marketing and pricing
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policy also enabled the government to manipulate the agricultural
surplus.

The organisation of supervised co-operatives was thus a systema-
tic attempt by the state to control the functioning of the agricultural
economy. In this sense it can be seen as the manifestation of the
general drive towards state control and planning in the Egyptian
economy and an extension of the bureaucratic apparatus to the
rural areas. There were three basic instruments of control in the
system. First, there was the control through the agricultural en-
gineer attached as a supervisor to the elected co-operative council.
His writ extended to the enforcement of crop-rotation schedules,
water control and the organisation of key farming operations such
as mechanised ploughing, crop fumigation and pest control.
Secondly, the co-operatives had a monopoly over the supply of
key inputs such as chemical fertilisers, insecticides, seeds and
institutionally-provided credit. Thirdly, the co-operatives exercised
control over the marketing of the most important crops and were
also the instrument for enforcing the direct procurement of agricul-
tural produce.

It is worth noting that such an extent of state control has few
parallels in non-socialist developing countries. In many cases the
network of co-operatives either represent localised experimental
schemes or cover only a minority of the rural population. Secondly,
the enforcement of centralised crop-rotation schedules and direct
control over other aspects of agricultural operations over the entire
countryside is probably unique to Egypt.

5.4 The impact of agrarian reform

Having outlined the main features of the post-reform agrarian
system, we shall now draw on available data to assess the effect of
agrarian reform on rural Egypt. Here, we shall concentrate on the
performance of the system in three areas: output growth, income
distribution, and poverty and the impact of the co-operative system.

(a) Growth performance
One of the interesting features of Egypt’s co-operative system was

the attempt to increase agricultural production through the intro-
duction of the system of land and crop consolidation — thus revers-
ing the effects of rapid fragmentation — and through the supply of
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improved inputs — seeds, fertilisers, pesticides, technical advice and,
above all, credit. Available data suggest, however, that the period
1952-77, taken as a whole, was one of slow growth for Egyptian
agriculture. The value of four of the major crops, cotton, wheat,
maize and rice, increased from £E182 million in 1950 to £E232
million in 1975 (measured in constant 1950 prices); an average
annual rate of growth of 1.2 per cent. But the growth of output was
not even over this period. We can in fact distinguish between two
major sub-periods in terms of growth performance. Table 5.2 shows
that the average annual rate of growth of value addedin agriculture
at constant prices amounted to some 4.0 per cent during the 1950s
and mid 1960s, then declined to 2.0 per cent between the mid 1960s
and the 1970s. The improved performance during the first period
must reflect, at least partially, the impact of improved co-operative
services and the effect of the new rotation system. This is confirmed
by the observed increase in productivity — as measured in terms of
yields of major crops — during the same period. In 1965, indices of
yields per feddan for the seven major crops (average
1948-51=100) amounted to: cotton 124; wheat 143; maize 167;
millet 142; barley 134; rice 132; and sugar cane 130.!7 This initial
improvement did not continue during the second period. The
decade 1965-75 witnessed a negligible increase in the yields of
these crops. Taking 1965 as a base, the yield indices in 1975 were:
cotton 105; wheat 122; maize 102; millet 102; barley 111; rice 101;
and sugar cane even declined to 92. This reflects the combined
effects of a number of factors most important of which were the
increased waterlogging and salinity, the lack of continued invest-
ment in agricultural infrastructure and the fact that Egyptian agri-
culture had reached a stage where any increase in productivity
would be almost impossible given the techniques of production
used. There is no doubt that Egyptian crop yields are high compared
with world averages,'8 but not unduly so considering the country’s
warm climate and the fact that agriculture is fully irrigated. Had the
co-operatives continued the initial push by introducing high-yield
varieties and improved production techniques, and had the govern-
ment carried out the planned investment in covered drainage, the
impressive performance of the 1950s and 1960s could have con-
tinued.

A more disturbing aspect of the peformance of Egyptian agricul-
ture over the period studied is the decline in output per capita.
Table 5.2 shows that after a modest increase in the index of output
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Table 5.2 Growth Performance of Egyptian Agriculture

1960 1965 1969 1970 1971 1972 1973 1974

Value of output £E (1) 559 797 966 1040 1123 1223 1392
Costs of inputs £E (1) 147 190 241 262 306 318 373
Value added £E (1) 412 606 725 778 817 905 1019
Index of total

output (2) 84 107 123 123 127 129 130 132
Index of output
per capita (2) 88 102 105 102 102 101 99 97

1956/61 1961/66  1966/71  1972/77
Average annual growth
rates (%): (3) 35 4.0 2.0 2.0

Source Central Agency for Public Mobilisation and Statistics (CAPMS),
Estimates of National Income from the Agricultural Sector, various issues
and FAO, Production Yearbook, various issues.

Notes 1. At current prices. 2. FAO Index (1961-5=100) based on a
weighted average of physical crop production. 3. Based on value added at
constant prices.

per capita during the 1960s, a slow but steady decline began by the
early 1970s. This reflects the effect of a slow rate of growth of total
output (2 per cent per year) combined with a rate of population
growth of 2.5 per cent per annum. The deterioration in land to man
ratio which began as early as the 1930s had reached its critical limit
by the 1970s. Neither the marginal additions to the arable land as a
result of the High Dam, nor the modest increase in productivity
were sufficient to counterbalance the effects of this increase in rural
population. These developments have serious implications not only
for the future growth of agriculture, but also for the economy as a
whole. With agriculture being unable to support the increase in
population, rural-urban migration has been increasing at unprece-
dented rates. The 1976 Population Census reported that the pro-
portion of urban to total population in Egypt was 44 per cent
compared to 40.5 per cent in 1966 and 37.4 per cent in 1960.1°
Moreover, Egypt’s agriculture is becoming less and less capable of
supplying the growing population with their needs of food with the
consequent increase in the country’s dependence on imports and
the rapid inflation in food prices. Agricultural imports which
accounted for 34 per cent of total imports in the mid 1960s have
increased to 60 per cent since 1974.20 Wheat and flour alone
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account for about half of these imports. Moreover, the official
wholesale price index of ‘Foodstuffs and Beverages’ has almost
doubled during the same period.?!

The growth performance of the Egyptian agriculture over the last
25 years outlined above demonstrates both the potential and the
limitations of the agrarian reform. While improved co-operative
services and better crop rotation resulted in a better performance,
the decline of the co-operative system since the late 1960s was
partially responsible for the ensuing deterioration. Egyptian ag-
riculture is at cross-roads with the deterioration in land to man ratio
and stagnation in productivity. Future growth will have to depend
on improvement in input supplies and production techniques. In an
agriculture where the overwhelming majority are very small holders
(95 per cent of landowners are holders of less than five feddans)
these innovations can be provided by the co-operative system only
if it is restructured radically.

(b) Income distribution and poverty

We have seen in the previous section that aggregate figures on
production and yields show a moderate upward trend. The same has
not, however, been true of the trend in average income per house-
hold in rural areas over this period. The picture that is revealed by
the four surveys of household income and expenditure that are
available is one of stagnation in real incomes between 1958/59 and
1977, where gains in money incomes have been wiped away by a
high rate of inflation. These surveys are the official Family Budget
Surveys carried outin 1958/59, 1964/65,and 1974/75, and the ILO
survey on rural poverty carried out in 1977. The figures on rural
household expenditure from these surveys are as follows:

Average
Expenditure Real
Per Rural Rural Consumer Expenditure

Household Price Index Per Household
1958/59  £147.7 100 £147
1964/65 £224.2 143 £157
1974/75 £375.5 237 £158
1977 £383.0 257 £149

Source CAPMS, Family Budget Surveys, 1958/59, 1964/65,
1974/75; and for 1977 Samir Radwan and Eddy Lee, The
Anatomy of Rural Poverty: Egypt, 1977 (ILO, forthcoming).
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It will be seen that average expenditure per household in money
terms more than doubled between 1958/59 and 1977 but that in
real terms there has been only a negligible increase and even this
was short-lived as figures for subsequent years show.

It should be noted that there are statistical objections to the
procedure of inferring a trend from scattered observations from
sample surveys but there are some factors which tend to weaken the
strength of these objections in the Egyptian case. The first three
surveys were all carried out by the same statistical agency (CAPMS)
and form part of a regular sample survey national programme. This
ensures consistency in definitions, concepts, sampling size and
procedures etc. which removes many of the objections to the
making of intertemporal comparisons on the basis of these data.
The fourth survey was also carried out in consultation with CAPMS
and consistency with the previous surveys in these matters was
ensured. Moreover, all four surveys showed such consistency in the
average household size of the sample, that objections about the
distorting effect of changes in demographic structure cannot be
seriously entertained.

Be these objections as they may, a broad generalisation that
average rural incomes have stagnated between 1958 and 1977
seems incontestible, especially since such a trend is consistent with
other indicators of economic change in the rural economy. Firstly,
as we have seen earlier, the trend in physical agricultural output per
man has been downward, although yield per hectare has risen.
Secondly, landlessness has been increasing and more importantly,
the proportion of the rural population engaged in the low income,
low productivity, non-agricultural activities has increased sharply.
As we shall argue later, this can be interpreted as an indication of
‘distress adaptation’ within the countryside to mounting demo-
graphic pressure on limited land. Thirdly, there has been a clear
trend of increased differentiation among the peasantry,?? a factor
which explains how average incomes have remained constant while
the incomes of some have increased significantly. Fourthly, the data
on per capita real income over this period is broadly consistent with
the trend from the survey data (see Table 5.11). Fifthly, real wages
in agriculture have shown no increase. Finally, the data on the
size-distribution of rural incomes and on the proportion of house-
holds falling below a poverty line from the four surveys we men-
tioned point to growing inequality and absolute poverty, a trend
which is consistent with all the above indications of stagnation in
average incomes.
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We shall proceed by documenting the changes in income distribu-
tion and poverty that are revealed by the survey data. The first point
to note is that inequality has increased; the Gini coefficient for
household consumption expenditure for the four years were:

Gini coefficient
1958/59 0.370
1964/65 0.353
1974/75 0.392
1977 0.393

Although there was a reduction in the degree of inequality
between 1964/65 and 1958/59, by the mid-seventies this trend had
been more than reversed. It should be noted that these measures
related to money incomes and probably understate the extent of
increase in inequality. As already mentioned, the rate of inflation
was high during this period and there is evidence that the price of
‘wage goods’ increased faster than the overall index.?* This would
suggest that measures of inequality based on real incomes obtained
by applying the appropriate group-specific cost-of-living index
would show a greater increase in inequality.

A corollary to the increase of inequality around a constant level
of income is the increase in absolute poverty. This can be estab-
lished by using the Poverty Line approach. Our results are summar-
ised in Table 5.3.

It should be emphasised here that these estimates should be
treated as rough indicators of the orders of magnitude rather than
accurate measures of the problem of rural poverty. Nevertheless,
some broad conclusions can be drawn from these data. The most
important perhaps is that despite a noticeable decrease in the
number of the rural poor, both in absolute and relative terms,
between 1958/59 and 1964/65, the problem of rural poverty re-
mained unsolved. Thus, by the mid-1960s, more than one-quarter
(27 per cent) of the rural families comprising over 3 million people
were living below the poverty line. Much more serious is the
dramatic increase in rural poverty over the following decade both in
absolute and relative terms. Thus, by 1974/75, 44 per cent of the
families in rural Egypt, comprising some 5.8 million people, were
living below the poverty line. The results of our survey suggest that
the trend towards increased impoverishment has continued. In
1977, there were 35.3 per cent of the rural households whose per
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Table 5.3 An Estimate of the Rural Poor in Egypt, 1958/59, 1964/65 and
1974/75

1958/59 1964/65 1974/75

1. Household income corresponding to

poverty line (Egyptian pounds) 93 125 270
2. Total population (’000s) 25832 30139 36417
3. Rural population (’000s) 15968 17754 20830
4. No. of rural families ("000s) 3224 3345 4166
5. Families below poverty line:

% of rural families 35.0 26.8 440

No. 1160640 903150 1833000
6. Population below poverty line:

% of rural population 22.5 17.0 28.0

No. 3592800 3018180 5832400

Source For details on the data and methods used see S. Radwan, Agrarian
Reform and Rural Poverty, Egypt, 1952-1975, ILO (Geneva, 1977)
pp. 40-50.

capita expenditure fell below the poverty line. Moreover, an addi-
tional 20 per cent of the rural households could be classified as
‘marginal’ in the sense that they were able to satisfy their food
requirements, but their incomes fell below the poverty line, thus
indicating their vulnerability.?*

Our recent survey throws some light on the characteristics and
causes of poverty in rural Egypt. First of all, we found a substantial
correlation between the various manifestations of poverty. Thus,
households with incomes below the poverty line suffered a shortfall
of their calorie intake from their energy requirements; their con-
sumption pattern was dominated by expenditure on food and their
diet was cereal-based and protein-deficient; and their access to such
basic needs as education and housing fell short of minimum require-
ments. In an attempt to understand the causal factors in the process
of poverty generation, we identified these basic attributes: the
ownership of assets, employment and demographic characteristics
and sources of income. The picture that emerges is extremely
revealing. First, we found out that the disparity in the distribution of
land and other productive assets had serious implications for in-
come distribution. Assets were highly concentrated; Gini coef-
ficient for the size distribution of assets was as high as 0.725.
Moreover, the results of the regression between household income
and assets shows that a substantial proportion (about 30 per cent) of
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the variation in household incomes can be explained by differences
in asset holdings. Assuming Y to be the household income and K
assets, the regression results were as follows:

log Y=1.3343+0.5354 log K R?=0.286
(0.07156)

The following table sums up the situation: the strong positive
correlation between the value of assets and both household and per
capita incomes.

Average
Value Average Income
Household of Assets Household PerCapita Household
Groups £fE £E £E Size
Poor 1016 327 46 71
Marginal 764 267 50 53
Non-poor 2125 486 93 5.2
Total 1501 384 65 5.9

But asset ownership alone cannot explain all these variations in
income. In fact our data show that employment was perhaps equally
important. A striking feature of the distribution of income by source
is the remarkably high proportion of earnings (51 per cent) gener-
ated from wage employment in and outside the village. This is
hardly surprising in view of the fact that half the labour force in the
villages surveyed were engaged in non-agricultural activities. What
is more significant as a differentiating factor between poor and
non-poor households is the difference in the sources of income.
While the non-poor derive 53 per cent of their earnings from
ownership of assets and 47 per cent from wage employment and
remittances, the order is almost reversed in the case of the poor and
marginal households; 43 per cent from assets, 53 per cent from
wages and 4 per cent from remittances.

The picture that emerges from the preceding analysis has ex-
tremely interesting implications for our understanding of the pro-
cess of poverty generation. It is evident that in a country like Egypt,
with a rapidly growing population and a fixed supply of arable land,
employment becomes an important source of income. It appears
that a process of ‘tertiarisation’ has been taking place in rural Egypt
where the poor who face limited access to land and have little
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prospect of being absorbed in the urban economy try to earn their
living by engaging in such low productivity activities as handi-
crafts and petty trade. The expansion of this tertiary sector reflects
the crisis of development in this country: the difficulty to increase
productive agricultural employment given the present structure of
land ownership and level of technology, and the inability of the
industrial sector to create employment at a rate fast enough to
absorb the surplus agricultural labour.

The dramatic increase in rural poverty can also be analysed in
terms of our earlier conclusions about the inability of the agrarian
reform policies to alter fundamentally the unequal distribution of
land and income in rural Egypt. The marginal redistribution of land
and income which resulted from the major reforms of the 1950s and
early 1960s, has no doubt led to some improvement. But these
improvements were soon to be overcome by the dynamics of the
situation which reproduced inequality. Another important factor in
explaining this increase in poverty is inflation. It is obvious from our
estimate of the poverty line, that the cost of the minimum diet per
capita was more than doubled between 1964/65 and 1974/75, and
increased by about 25 per cent over two years, 1975/77. The spurt
of inflation which occurred in the beginning of the 1970s (especially
since 1973) has inevitably accelerated the process of marginalisa-
tion of the lower income groups who previously survived just above
the poverty line by virtue of a price control and subsidy system.

It is clear, therefore, that the agrarian reform has not arrested the
process of impoverishment in rural Egypt. It is of course possible
that in the absence of agrarian reform this process might have
occurred faster or with greater intensity. Indeed, the evidence of the
temporary improvements in distribution until the mid 1960s would
be consistent with such an interpretation. However, such a question
is not central to our analysis. Regardless of its temporary impact, it
remains true that the reform did not change the system and that the
fundamental forces which perpetuate poverty in rural Egypt have
continued to operate. The outcome that we have observed in terms
of increasing poverty is, to us, evidence of the ease with which these
forces re-assert themselves after a partial agrarian reform. These
forces can be basically classified as those arising from diminishing
access to land and the process of growing differentiation among
those with access to land as a result of the operation of market
forces. In addition, the inability of the industrial sector to provide
employment opportunities for the growing rural labour force made
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it difficult to take the pressure off a stagnant agricultural sector.
These pressures would have been reduced had the rate of industrial
expansion been higher, as was the case in South Korea and Japan.
The industrialisation drive of the 1960s has no doubt increased the
contribution of industry to GDP growth. Industry contributed 25
per cent of the increase in real GDP between 1952/53 and 1959/60,
and this contribution increased to 27 per cent between 1959/60 and
1969/70. Nevertheless,

Hopes that industrialisation will solve the country’s employment
problem, caused by the inability of a land-scarce and labour-
intensive agriculture to absorb the ever increasing number of new
entrants to the labour force, are not yet fulfilled. Manufacturing
created new jobs for 18 per cent of the increase in labour force
between 1937 and 1960; and, despite the employment drive, for
only 16 per cent of the increase between 1960 and 1970.2%

In the post-agrarian reform period the rate of increase in rural
population has remained at almost 2.5 per cent per annum in spite
of rapid increase in urbanisation.? Between 1960 and 1970, the
total rural population increased by 19 per cent whereas the number
of landholdings, an indicator of access to land, increased by only 12
per cent over a similar period (1961-72).27 This implies growing
landlessness and a recent estimate shows that the proportion of
landless families had increased from 40 to 45 per cent of those
engaged in agriculture between 1961 and 1972.28 Thus, apart from
the once-for-all gain in terms of improved access to land (the extent
of which we believe to be less than that given in previous estimates),
the process of growing landlessness has continued. Continued
growth in rural population and a highly unequal distribution of
landownership ensured this outcome.

Our recent survey? has yielded some interesting information on
the nature and extent of landlessness. Forty-nine per cent of
households in our sample operated a farm. By this criterion, 51 per
cent of households could be considered ‘landless’ but this would be
an inaccurate depiction of the situation. The detailed information
available from the survey shows that there is no simple way of
defining landlessness because of the high incidence of multiple
economic activities among rural households. Thus if we classify
households according to the occupation of the household head we
find that only 36.7 per cent of households have been ‘operating a
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family farm’ as their main economic activity and that only 13 per
cent of households are headed by ‘landless agricultural labourers’.
Of the remaining 50 per cent of households, however, about
one-quarter operate a farm even though the household head is in a
non-agricultural occupation. Any estimate of landlessness is thus
highly sensitive to the definition and classification system that is
used. Thus, from our data we see that the non-agricultural popula-
tion amounts to a staggeringly high 51 per cent if we use the
occupation of the household head as the classificatory principle, but
it drops to a more reasonable figure of 38 per cent if we define the
non-agricultural population as those households not operating a
farm and not engaged in agricultural wage labour.

A crucial point to note, however, is that, whatever the definition
used, the proportion of the non-agricultural population is extremely
high. Although these proportions are higher than those revealed by
recent census figures, it should be noted that they were already high
then and the trend had been upward. For example, Mabro esti-
mates, on the basis of the 1969/70 figures that only 67 per cent of
employment in the ‘provinces’ was agricultural while ‘services’
accounted for 25 per cent. Moreover, ‘nearly half of all new jobs in
the provinces were created in the tertiary sector’.3

Two interrelated characteristics of Egypt provide the essential
explanation. The first is the blurred distinction between town and
country in the Egyptian context. ‘The rural habitat is not dispersed,
with isolated houses in the fields, but concentrated in small, densely
populated settlements.’3! Large villages (up to a population of
30,000) in this context would thus have many urban attributes and
would be considered towns in other countries. Furthermore, the
‘countryside’ in Egypt is, for the most part, a thin ribbon of land on
either bank of the Nile. Settlements are thus linear and ‘market’
towns almost equidistant from each other (30-40 km.) form a long
string along the valley and a tight network in the Delta .32 The
physical economic distance between village and town is thus very
small and the ‘commuting rural-urban migrant’ can exist as an
economic category.

Given these spatial parameters, it has become possible for some
of the adaptation to population pressure on the very limited arable
land to take place in the countryside itself. Whereas in most
countries, mounting population pressure and/or growing differen-
tials in income and economic opportunity between town and coun-
try must necessarily be reflected in an exodus from the countryside,



180 Agrarian Systems and Rural Development

in Egypt this has not been necessarily so. Undoubtedly, rural-urban
migration has been important in Egypt too, but scope has also
existed for a transfer to a non-agricultural livelihood without a
physical move out of the village. We also know from other data in
the survey that 6.5 per cent of income earners’ earnings come from
‘non-agricultural productive assets’, which refers to a variety of
handicraft, petty commodity production and trading activities, and
that another 10.7 per cent are engaged in non-farm wage-
employment within the village. It would appear that a low produc-
tivity tertiary sector of significant proportions has become estab-
lished within the rural economy through the process of improvised
adaptation as the limits of agricultural involution have been
reached. The sector could thus be seen as the refuge of the rural
poor who face limited access to land and have no immediate
prospect of being absorbed in the urban economy. In this way itisa
reflection of the limited capacity of a non-egalitarian agrarian
structure to cope with population increase and is a manifestation of
increasing landlessness and marginalisation.

We have seen thus far that the land reform has not conferred
continuing access to land. It is also important, however, to look at
the changes in the structure of landownership and of landholdings
that have occurred among those households which have access to
land. Here the data situation is highly unsatisfactory; the latest
figures from an Agricultural Census that are available relate to
1961. Comparing these figures with those from the 1950 Census
would show that there has been an improvement in both the
ownership and holding distribution as a result of the land reform but
developments since 1961 are difficult to document with any degree
of rigour.

Two reservations should, however, be noted concerning the
improvement in land distribution that has been mentioned. First, is
that the figures for ownership distribution are not sufficiently
disaggregated; there is no breakdown for the ownership category of
‘less than 5 feddans’ although 95 per cent of all ownerships fall into
this category. Changes within this group are thus very significant for
the overall distribution but are not recorded. Again data from our
recent survey throw additional light on this question. The figures for
land ownership show that there is an overwhelming preponderance
of very small ownerships; 55.6 per cent of all ownerships are less
than 1 feddan in size and another 19 per cent are between 1 and 2
feddans in size. The group of under S feddans accounts for 94.3 per
cent of all landownerships and it is clear from the previous figures
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that the distribution within this group is highly skewed. In fact the
value of the Gini coefficient of 0.556 for landownership is higher
than the figure of 0.432 estimated from the 1961 Census figures.33
We cannot, of course, on the basis of these figures, rush to the
conclusion that the ownership distribution has worsened. The figure
for 1961 is biased downwards because of the lack of disaggregation
we complained of and our figure is based on a small sample survey
whereas the earlier one was from a census. What we can say,
however, is that land distribution in 1977 remains highly skewed
and that our figures would not be inconsistent with the continued
operation of disequalising tendencies since the land reform. It also
shows that inequalities within the ‘small farmer’ category are ex-
tremely wide.

The second reservation about the figures showing an improve-
ment in landownership between 1950 and 1961 relates to the first.
The claim is of an improved distribution made on the basis of the
observation that the share of the total area owned in the ‘under 5
feddans’ category increased from 35 to 52 per cent while theére was a
corresponding decrease in the share of large ownerships. It is
important to note, however, that we cannot infer from these figures
that there has been a general improvement in the landownership
position of the 95 per cent of small landowners. In the first place
under land reform the land was distributed in units of close to the
upper limit of this group of landholdings (5 feddanswas the general
norm). We also know that the number of beneficiaries was a small
minority (13 per cent) of the number of landowners within the
‘under 5 feddans’ category. It follows therefore that the increase in
the share of total land owned within this category due to the land
reform resulted in an increase in inequality in land ownership within
this group.

It will be recalled, however, that not all of the increase in the
share of total land owned in this category was due to direct
distribution under the land reform. It was also due to pre-emptive
private sales and this raises the question of whether or not we can
consider the increase in the share of small ownerships due to such
transactions as being equivalent to an improvement in the welfare
of small peasants in general. A priori, we would not expect small
landowners in this category with their indebtedness and poverty to
have had the capacity to buy land from large landowners. It seems
more likely, therefore, that the purchases were made by absentee
landowners who do not belong to the small farmer category. Thus,
although the land sold by large landowners was sold in sub-divided
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plots of S feddans or less, there is no reason to suppose that they
were entirely bought by small peasants. The increase in the share of
total land owned in ownerships due to this cause cannot therefore
be considered as an unambiguous indicator of an improvement in
the distribution of landownership in the sense of a general increase
in the welfare of small farmers.

An important piece of evidence in support of the contention that
disequalising forces continue to operate in the Egyptian agrarian
system is the data on land movements from our survey. Information
was obtained on the details of changes in the landownership posi-
tion of households over the lifetime of the household head and the
data show that land transactions have played a significant role in
determining the current pattern of landownership.3¢ Furthermore,
the effect of these transactions has been highly disequalising. As
shown in Table 5.4, the incidence on land loss has been overwhelm-
ingly concentrated on the small landowners. Forty-three per cent of
all households who reported some loss of land are now completely
landless and since the average amount of land lost was small (only
16 kirats), it is safe to conclude that most of these households had
previously belonged to the ‘less than 24 kirats’ category. Another
27 per cent of households who lost land now own less than 24 kirats.
By contrast, there was only one case of land loss coming from the
‘more than 120 kirats’ (i.e. 5 feddans) category. In terms of the total
amount of land lost, we find that 76 per cent of the total area lost
came from households in the ‘less than 24 kirats category’ (includ-
ing those who are now landless) whereas only 17.3 per cent of total
current landownership falls within this ownership category. Thus
we see that land loss has been overwhelmingly concentrated on very
small farmers and has therefore contributed to a worsening of the
distribution of landownership.

In principle, of course, land loss has to be balanced against land
gained and it is only after we have determined the net change that
we can judge the overall impact of land distribution. The data on
land purchases, however, sweeps away this doubt; they show an
inverse relationship to that for land loss. In column (4) of Table
5.4B we show the relative incidence of land purchases of each
landownership class (i.e. the number of households reporting a
purchase divided by the number of households in that landowner-
ship class). It is clear that the incidence rises sharply with the size of
land ownership. Only 7 per cent of households in the ‘less than 24
kirats class had ever purchased land, whereas the incidence is
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substantially higher for the other groups. Another way of measuring
the impact of land sales on current land distribution would be to
compare the proportion of land bought by each income class
(column 6) with their share in current landownership (column 8).
Here we see that 45 per cent of total area purchased went to those
with large landownerships (240-480 kirats) and that this is far
larger than this group’s share of 16.5 per centin current landowner-
ship. In contrast to this, the ‘less than 24 kirats’ category accounted
for only 4.5 per cent of total area purchased, although it accounted
for 17 per cent of current landownership. Land purchases have thus
contributed to a greater concentration of landownership.

It was not only limited access to land and continued inequality in
land distribution that conditioned the neutralisation of the gains
from the agrarian reform. A related process was the lack of counter-
vailing power to protect their real incomes, let alone increase
them, in the face of rapid inflation in the 1960s and 1970s. The two
groups we shall consider in this connection are the beneficiaries
of the land reform (i.e. those who received land) and the landless
labourers.

It has been estimated that beneficiaries of the land distribution
programmes had money incomes ‘50 per cent above the pre-reform
level’.3s This arose from the fact that repayments for land received
were lower than the rent they had previously paid and that yields
had sometimes increased. The increase in money incomes was

Table 5.4 Land Movements
A. Land Loss by Size of Landownership

Land Sale Forfeiture Total
Owned Others —8
(kirats) No. Area Av. No. Area Av. No. Area Av.

0 16 25¢ 160 — — — — — 16 256 16.0
24 5 31 62 4 31 781 24 10 86 8.6
24-48 1 12 120 2 18 90— — 3 30 10.0
48-72 2 12 60 2 17 851 9 5 38 176
72-96 1 14 140 1 14 140
96-120 1 2 20 1 2 20
168-192 1 24 24.0 1 24 240
Total 24 311 11 106 2 33 37 450
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sustained between 1952 and the mid-sixties by improved yields, the
recovery in agricultural prices from the depressed levels after the
Korean War and by the successive reductions in the annual instal-
ments fixed for repayment on the land received. Since then,
however, these gains have been washed away by a combination of
sharp increases in the rural cost of living and in the costs of
agricultural production, especially contribution to co-operative
expenses. It has been claimed that the latter charges have lately
become so exorbitant that they outweigh the peasants’ revenue,
leaving agrarian reform beneficiaries in permanent debt.36

The landless agricultural labourers have fared no better. The
average daily money wage in 1960 was almost the same as in 1951,
the year preceding agrarian reform. (Table 5.5). In fact, it was not
until the mid-sixties that the minimum statutory wage level was
reached and actually exceeded in subsequent years. There was an
upward trend between 1955 and 1966, the years of ‘socialist
transformation’, the second agrarian reform and the government
drive against the ‘remaining pockets of feudalism’. However, there
was a decline thereafter due mainly to rapid inflation — with the real
wage index in 1974 declining to the 1948 level. It is therefore our
conclusion that, with the exception of a brief period in the late
1960s, the standard of living of agricultural labourers (essentially
landless peasants and very small farmers) has more or less remained
unchanged over the last 25 years and, in fact, the decline which
began in the late 1960s has continued uninterrupted until the
present day.

(c) The impact of the system of supervised co-operatives

In a previous section we described the introduction of a system of
supervised co-operatives as one of the major institutional changes
associated with the agrarian reform. In this section we shall com-
plete our evaluation of the performance of the Egyptian agrarian
system by considering how this system of co-operatives fared in
relation to its two principal objectives - the rationalisation of
agricultural production and the wider diffusion of modern inputs to
the peasantry.

Evidence suggests that beyond the establishment of co-
operatives and the enforcement of the crop rotation system, the
land and crop consolidation programme had only limited success.
First of all, it has failed to solve the problem of fragmentation which,
many writers believe, has actually worsened during the last few
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years.%” Ironically enough, the Agrarian Reform Law, which pro-
hibited the division of landholdings below a minimum of five
feddans, has itself provided for the distribution of land to agrarian
reform beneficiaries in parcels of two to five feddans (Article 9 of
Law No. 178 of 1952). More important perhaps was the adverse
effect of the consolidation system on poor and small landowners
who found it difficult to diversify their products. Their small plots of
land would inevitably fall within a single block and they would be
obliged to grow a single crop. For example, if, according to the crop
rotation, their plot falls in the cotton block, they will have to buy
their needs of wheat and corn and clover for their animals on the
open market. Here, the large landowners have an advantageous
position: their holdings are large enough to enable them to diversify
their production and have a surplus to sell. A study of ten villages
has shown that this situation has resulted in the creation of an active
black market, especially in cereals, rice and fodder, where large
landowners sell their surplus to small farmers at exorbitant prices.
Moreover, the practice of small farmers hiring land for specific
seasons to grow a specific crop at rents much higher than the official
rate became widespread.3® It is not, therefore, surprising that the
system was strongly resisted by small farmers.

From the above discussion we can conclude that the ideas of land
and crop consolidation had a great potential in creating a new form
of communal land system. While the co-operatives were, to a large
extent, instrumental in preventing further exhaustion of the soil by
introducing the new triennial rotation, they have certainly not
succeeded in providing a viable alternative to the system of peasant
agriculture except, perhaps, on land reform areas. For the new
system of consolidation to succeed a more radical change in land
distribution would have been necessary. Moreover, the lack of
enthusiasm on the part of bureaucrats in charge of the project —
who, in most cases, were in collusion with large landlords who
remained the dominant power in the village - stifled the experiment
from the start. To sum up, the Egyptian co-operative system has
failed to introduce an alternative form of organisation for agricul-
tural production. All it did was to patch up some of the obvious
deficiencies of the existing system mainly through crop consoli-
dation. A negative aspect of this system, however, was its adverse
effect on poor and small peasants since it has resulted in a redis-
tribution in favour of larger farmers.

As regards the diffusion of inputs the system of co-operatives has
been only partially successful.
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The total value of inputs supplied by the co-operatives increased
considerably during the 1950s, and by the mid 1960s they became
the sole supplier of most inputs. The government had a monopoly of
supply for fertilisers, certain selected seeds and pesticides, and used
the co-operative as a distribution channel.

Increases in the volume and changes in the terms of credit were
among the most important complementary measures to land
reform. By 1962, the co-operatives had become the sole channel
through which rural credit facilities could be extended to farmers,
and loans were advanced against the security of crops instead of
land, as was the case before. In 1964, there was a major reorganisa-
tion of the rural credit system. The most notable feature of this new
scheme was its emphasis on short-term loans in kind — such as seeds,
fertilisers and insecticides — which were made to each farmer
according to the area of his farm and the type of crop planted.
During the 1960s the volume of credit (at current prices) was more
than doubled. However, the significance of this increase in the
supply of credit should not be exaggerated. The real growth of rural
credit was not that impressive. The volume of credit at constant
prices increased from 41 million Egyptian pounds per year on
average during the period 1960-4 to 65 million Egyptian pounds
for 1965-70, and then dropped to 56 million during 1970-5.
Moreover, it seems that, despite this growth in the volume of credit,
co-operative credit was far from satisfying the farmers’ needs. The
ratio of co-operative credit to the cost of agricultural production
increased from 24 per cent in the 1950s to 28 per cent in the 1960s,
but declined to 24 per cent again in the 1970s.3® A detailed
breakdown of loans by purpose and kind reveals a typical pattern:
the dominance of short-term loans which provide finance for cur-
rent agricultural operations (seeds, fertilisers, pesticides and hiring
of wage labour). Medium-term loans for development purposes
(purchase of livestock and machinery, land reclamation and
development of fruit orchards) constitute a very small proportion of
the total.

The impact of improved supply of credit on the process of
differentiation among the peasantry is an important consideration.
Fragmentary evidence suggests that the system may have favoured
large farmers rather than small and poorer peasants. Table 5.6
provides a breakdown of co-operative loans by size of landowner-
ship of debtors for the year 1963/64.

A number of interesting features emerge from the above table.
Despite an apparent equality in the distribution of credit by a unit of
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Table 5.6 Co-operative Credit by Size of Landownership

1963/64"
Number Average
Size of Loans of Debt/
Holding Advanced Debtors Person?
(feddans) (E£fm) % (’000s) % (Ef)
<5 25.4 50 1177 85 22
5-25 15.6 31 187 13 83
>25 9.7 19 26 2 373
Total 50.7 100 1390 100 36

Source Sami Abu el-Ezz and Ahmed Abu el-Ghar, Co-operative Financ-
ing, Dar El-Taawon (Cairo, 1971) p. 485.

Notes 1. Percentages and averages rounded.
2. Average debt per unit of land was available only for this year.
It amounted to E£10.597, 10.573 and 10.597 per feddan for the
three ownership classes respectively.

land (as evidenced by the data available only for one year,
1963/64), the co-operative credit policy did not fully succeed in
serving the primary target group: the small peasants. Thus we find
that small peasants, who represent the majority of debtors (85
per cent) and the most needy, get half the credit advanced by the
co-operative system, while medium and large landowners get the
other half. Various writers have suggested that medium and large
landowners found in the credit facilities advanced by the co-
operatives a cheap source of finance not only for their agricultural
operations, but to enhance their wealth by buying more land,
machinery, livestock and sometimes to finance some commercial
business.** When the government tried to check this trend by
imposing a rate of interest of 4 per cent on loans advanced to
holders of ten feddans and more, many large landowners reacted by
dividing their holdings into plots of less than ten feddans to benefit
from the exemption from interest.*

Unequal distribution of credit was not the only means by which
large landowners appropriated the greater part of co-operative
finance. A common practice has been to raise substantial amounts
of capital through continuous accumulation of co-operative debts.
They were encouraged by the lenient penalty rate of interest on
arrears, 6 per cent, which was much lower than the current market
rate. In fact, there were cases where some large landowners as-
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Table 5.7 Accumulated Debts by Size of Landownership as at 31

December 1966
Number Average

Size of Value of of Debt/

Holding Debts Debtors Person

(feddans) (E£fm) % (’000s) % (E£fm)
<5 18.7 45 1470 80 13
5-25 16.7 41 351 19 48
>25 5.7 14 22 1 260
Total 41.1 100 1843 100 22

Source Abu el-Ezz and Abu el-Ghar, op cit, pp. 340-1.

sumed the role of the private moneylender, using the credit they
obtained from the co-operatives. Table 5.7 provides an idea about
the position of accumulated debts by the mid-1960s, the height of
co-operative activity.

Finally, many privileges were enjoyed exclusively by rich farmers
by virtue of certain provisions of the agrarian reform laws. For
instance, in the system of livestock insurance, only the owner of at
least three head of cattle is formally eligible to insure his livestock,
and subsequently to obtain a ration of 150 kg. of fodder at the
subsidised price fixed by the state. The poor peasant who cannot
insure his livestock is deprived of such privileges; in most cases he
has to buy fodder on the black market.42 Moreover, only owners of
more than 15 feddans were eligible to buy selected seeds at subsi-
dised prices.*3 It is not, therefore, difficult to understand the often-
expressed view among small and poorer peasants that co-operatives
have done very little to relieve their monumental burden of
indebtedness.

5.5 Sectoral balance and the mobilisation of agricultural surplus

(a) Inter-sectoral terms of trade

A crucial issue in the development literature is the extent to which
the agricultural surplus is used to finance the growth of other sectors
of the economy. The experience of many developing countries
shows that the growth of industry has been financed to a great
extent by ‘squeezing’ the agricultural surplus either through taxa-
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tion or the manipulation of inter-sectoral terms of trade. Here, we
shall try to assess the extent to which this was true of Egypt and what
were its implications for the rural population.

As mentioned earlier, the wide network of co-operatives estab-
lished in Egypt over the last quarter of a century provided the
government with an effective institutional set-up through which it
was able to carry out its policies. One of the most important of these
policies was that of ‘achieving an effective maximisation and mobil-
isation of agricultural surplus’. Two major policy instruments were
used:

1. The control of the market through the gradual extension of
the system of co-operative marketing to cover the most
important crops necessary for the manufacturing and export
sectors; and

2. The system of ‘compulsory deliveries’ where farmers were
obliged to deliver a certain part of their crops to the govern-
ment at ‘administered prices’ in order to ensure a continuous
flow of grains (in the case of wheat) to the local market, and
(in the case of rice and onions) to expand the exports of some
cash crops. By the end of the 1960s, co-operative marketing
covered 100 per cent of the cotton crop, 80 per cent of sesame,
60 per cent of flax, 60 per cent of groundnuts, 50 per cent of
rice, 30 per cent of onions and 20 per cent of potatoes.
Meanwhile the quotas for procurement amounted to 60 per
cent in the case of rice, 57 per cent for onions and 27 per cent
for wheat.

Evidence suggests that the government, through the procure-
ment system and co-operative marketing was able to regulate the
domestic terms of trade primarily by purchasing agricultural pro-
ducts at lower prices than those for export or for local producers and
by selling agricultural inputs at prices higher than their import costs.
Price differentials on procured crops amounted to 125 per cent in
the case of wheat, and were as high as 145 per cent and 200 per cent
in the case of onions and rice respectively. Moreover, the difference
between producers’ prices and fob export prices in the case of
cotton amounted to some 70-80 per cent over the period 1960-70.
The differential between producers’ prices and the selling prices of
cotton to domestic mills ranged between 115-25 per cent over the
same period. Similarly, in the case of rice the differential between
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government buying prices and export prices ranged between
161-86 per cent over the period 1965/66-1969/70. Other crops
were no exception.*

We have attempted to measure the effects of such policies on the
movement in terms of trade for the agricultural sector over the
period 1960-75.45 Table 5.8 provides a summary view of our
calculations. We have calculated three sets of indices:

1. An overall index of the terms of trade between agricultural
output and all manufactured commodities;

2. An index of the terms of trade between agricultural output
and manufactured consumer goods; and

3. An index of the terms of trade between agricultural output
and manufactured inputs.

These three indices were calculated for poor farmers, rich far-
mers and all farmers. A number of inferences can be drawn from the
data. First of all, looking at the period 1960-75 as a whole, we find
that the overall agricultural terms of trade for all farmers (Index
A-1) have remained more or less constant. A closer look at this
index shows that the terms of trade actually deteriorated following
the cotton crisis of 1961, began to recover in 1965, remained
constant until 1971 when they slightly deteriorated again, and it was
not until 1975 that a very slight improvement took place. The
constancy in the terms of trade reflect the impact of two opposing
movements: an improvement in the prices of agricultural products
vis-2-vis prices of manufactured goods used as inputs to agriculture
(Index A-3), which was counterbalanced by a deterioration in
agricultural prices vis-a-vis the prices of consumer goods consumed
by the rural population (Index A-2). It appears that farmers in
general have benefited from the government policy to stabilise the
prices of manufactured inputs to agriculture (especially fertilisers),
but this gain was wiped out by the rapid increase in the prices of
commodities entering into the consumption basket of the rural
population (especially foodstuffs and textiles). We can therefore
conclude that, on the whole, the time series for the overall agricul-
tural terms of trade over the period 1960-75 indicate no improve-
ment in the relative prices of agricultural output vis-a-vis agricultur-
al inputs and consumer goods.

But the impact of government price policies was not even for
different groups of farmers. A comparison of the two sets of terms
of trade indices (for ‘poor farmers’ and for ‘rich farmers’) indicates
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Table 5.8 Indices of Terms of Trade for the Agricultural Sector,
1960-75 (1960=100)

A. All Farmers B. Poor Farmers C. Rich Farmers

Year o @@ 66 O @ 6 O @ 6

1960 100 100 100 100 100 100 100 100 100
1961 99 99 100 99 99 101 100 100 101
1962 88 96 68 88 96 68 90 99 70
1963 86 94 71 87 94 70 90 97 73
1964 94 100 78 94 100 78 100 107 83
1965 85 88 79 86 88 79 92 95 86
1966 93 94 90 93 94 89 105 106 101
1967 99 96 112 99 95 115 109 107 121
1968 97 93 116 98 92 120 106 102 124
1969 99 95 118 100 94 123 108 104 126
1970 98 98 101 99 98 104 111 111 111
1971 97 96 100 98 9 103 109 109 111
1972 97 95 105 98 95 109 113 111 120
1973 95 91 106 95 91 109 114 111 125§
1974 97 93 112 97 93 116 118 115 132
1975 102 97 120 102 96 124 127 122 146

Notes (1) Overall index of terms of trade between agricultural output
and all manufactured commodities.
(2) Terms of trade between agricultural output and manufac-
tured consumer goods.
(3) Terms of trade between agricultural output and manufac-
tured inputs.

that while the former has remained constant, if not slightly deterior-
ated, the latter has definitely improved. This conclusion has serious
implications concerning the process of differentiation in rural
Egypt: government policies, especially the co-operative marketing
and pricing policies, are much more favourable to rich farmers than
to the poor. The last point seems to be confirmed also by the
resistance of small peasants to co-operative marketing in general
and the compulsory deliveries system in particular. The latter seems
to produce regressive results. After delivering their quotas to the
co-operative, small farmers usually have very little left of their
crops, and thus they have to obtain their needs of grain and fodder
for their animals at considerably greater cost on the black market
where larger farmers dispose of their surplus.

The crucial question is how effective were these governmental
policies in mobilising the agricultural surplus for transfer to finance
accumulation in the other sectors of the economy. While various
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writers agree that the net resource transfer from agriculture has
been substantial, they differ in estimating the magnitude of this
transfer. According to Fadil ‘... the net transfers of financial
surplus out of agriculture would have amounted only to about 5-7
per cent of the total agricultural income during the period
1965-70.’4 The World Bank, on the other hand, estimates that the
net transfer was of the order of 12-22 per cent of agricultural
output.*” We believe that a realistic estimate lies somewhere be-
tween these two figures. An attempt was made to measure the
magnitude of this transfer as the net outflow from agriculture to the
Treasury as measured by the difference between the total contribu-
tion of agriculture to state revenues and total government expendi-
ture on agriculture. The results are summarised in Table 5.9. It is
immediately clear that the total resource outflow from agriculture
has increased from 10 per cent of agricultural income in 1950/51 to
16 per cent by the end of the 1960s. If we allow for the resource
inflow to agriculture — government investment and subsidies — the
net outflow would amount to 7.0 per cent of agricultural income in
1950/51 and 8.6 per cent in 1969/70. But these estimates do not
include government gains from price differences between export
and producers’ prices for leading cash crops. It was estimated that
the government gains from such price differentials for cotton and
rice alone amounted to some £E43 million on average per year over
the period 1960-71.4¢ This represents about 7 per cent of agricul-
tural value-added over the same period. It is reasonable to assume,
therefore, that the net contribution of agriculture was in the order of
15 per cent of agricultural income. It appears that this trend has
continued into the 1970s.

A recent study by the World Bank concluded that intersectoral
transfers of income have been considerable, especially the transfers
out of the agricultural sector.*® The average subsidy ratio on full
costs of agricultural production has been about 18 per cent, whereas
the average tax ratio on output of major crops has been about
30-40 per cent. The study also shows that over the period 1973-6,
the transfers to the Treasury from the cotton crop alone more than
covered the full cost of all subsidies, direct and indirect
(Table 5.10).

To sum up, the system of co-operative marketing together with
the pricing policy attached to it, must have resulted in an improve-
ment on the pre-reform methods which depended mainly on inter-
mediaries who appropriated substantial amounts of the agricultural
surplus for themselves. The government was certainly successful in
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Table 5.10 Net Effect of Price Transfers (E£m)

1973 1974 1976

Transfers to Treasury of cotton

organisation 64.8 136.8 92.4
Exchange rate gains 1140 177.0 100.0
Total transfers out 178.8 3138 1924
Direct subsidies 15.8 12.7 56.8
All public sector investments in

agriculture 51.0 54.0 49.0
Current expenditure of ministry of

agriculture 16.4 19.8 26.0
Current expenditure of ministry of

irrigation 18.4 19.9 28.8
Total transfers in 101.6 106.4 160.6
(1) Net flow -77.2 -2074 -31.8
(2) Agricultural income 1062.0 1280.0 1553.0

1+2 73% 162% 2.1%

Source World Bank Staff paper, Egypt — Agricultural Prices, Taxes and
Subsidies, World Bank (Washington, 1978).

using the new system to mobilise and transfer the agricultural
surplus to finance industrial accumulation and redress the balance
of payments deficit. Nevertheless, the new marketing and pricing
policies seem to have contributed to the aggravation of social
differentiation in rural Egypt by favouring the large farmers and
discriminating against the poor and small peasants for whom the
agrarian reform was promulgated in the first place.

(b) Rural-urban disparities

The impact of government policies on rural incomes in general, and
rural-urban balance in particular were also important. In Table 5.11
we have tried to estimate the development of real rural and national
income per capita over the last 25 years. A number of conclusions
can be drawn from our data. The first, is that the rural per capita
income has improved slightly for the period as a whole: there was a
notable improvement between the mid-1950s and 1960s, followed
by more or less stagnation. Second, perhaps the most significant
trend revealed by these statistics is the widening urban-rural dif-
ferentials in real per capita income. The ratio of per capita rural
income to per capita income of the total population has gone down
from 51 per cent in 1952/53 to about 45 per cent in the 1960s and
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Table5.11 Per Capita Real Income of Total and Rural Population (all at

1959/60 constant prices)

1 2 3

Per é‘zpita Per (Cgpita Per E'gpita

Income of Income of Income
Total Rural Differential
Population Population 2)+(1) %
£E £E
1952/53 45.8 23.3 51
1953/54 44.7 20.9 47
1954/55 44.8 16.5 37
1955/56 454 18.3 40
1956/57 45.3 19.6 43
1957/58 46.8 19.8 42
1958/59 48.4 24.8 51
1959/60 50.2 25.6 51
Average annual
growth rate % 1.2 1.2 45
1960/61 51.7 24.9 48
1961/62 52.0 22.8 44
1962/63 551 25.6 46
1963/64 58.3 26.8 46
1964/65 59.8 27.3 46
1965/66 60.7 27.8 46
1966/67 59.9 25.7 43
1967/68 59.0 25.6 43
1968/69 60.9 25.7 42
1969/70 63.4 27.0 43
Average annual

growth rate % 2.1 0.8 45
1970/71 64.9 26.7 41
1971/72 66.1 26.9 41
1972/73 65.9 27.3 41
1973/74 66.1 26.9 41
1974/75 66.8 26.5 40
1975/76 71.8 26.8 37

Average annual
growth rate % 1.7 0.0 40

Notes and Sources (1) Based on data from D. Mead, Growth and Structur-
al Change in the Egyptian Economy, Richard D. Irwin, Inc. (Illinois, 1967)
for the years 1952/53 — 1962/63; the Statistical Indicators of the UAR for
the years 1962/63 - 1969/70; and the Ministry of Planning, Follow-up
Reports for subsequent years.

(2) Value-added in agriculture divided by rural population. The latter was
calculated by interpolating census figures for inter-census years. Data for
the years 1952/53 - 1969/70 from M. Abdel Raouf, Vertical Agricultural
Development in Egypt, Institute of National Planning (Cairo, 1973); and
Follow-up Reports for subsequent years.
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40 per cent in the 1970s. The real discrepency between per capita
rural and urban income must, therefore, be of a greater magnitude.

A number of reasons account for the increase in rural-urban
disparities. The first, of course, is the strict constraint on the
expansion of agricultural output from a fixed area of cultivated land
and the difficulties to increase productivity given the present tech-
niques used in agriculture. Second is the relative neglect of the
Egyptian village by the government. There is no doubt that there
has been an impressive increase in the supply of investment and
social services to the rural areas since 1952. But the gap between the
share of urban areas and the countryside is so wide that one can
speak of a case of ‘urban bias’ characterising government policies
which favour the cities. In Table 5.12 we have tried to piece
together some indicators of this type of disparity between rural and
urban areas in terms of the distribution of some basic social services.
It is clear that with the exception of primary education, urban areas
have more than their proportionate share of social facilities.

Tables 5.12 Some indicators of Rural-urban Distribution of Social
Facilities 1966/67 (percentages)

Urban Governorates  Provinces

Population 21.8 78.2
Students in primary education 27.6 72.4
Students in preparatory education 35.7 54.3
Students in secondary education 42.4 57.6
Hospital beds 41.4 58.6
Social centres 13.2 86.8
Local administration revenues 29.7 70.3
Local administration expenditures 313 68.7

Source Ministry of Planning, Indicators of Regional Development
1964/65-1966/67, unpublished memorandum (Cairo, 1968) pp. 148-57.

5.6 Conclusion

In the preceding appraisal of the Egyptian experience of agrarian
change, we have tried to avoid the narrow ‘technocratic’ approach
in favour of a wider and dynamic one in which recent developments
were placed in historical perspective. The main purpose of the study
was to assess the extent to which the various measures of the last
quarter of a century, triggered off by the 1952 land reform, have
changed the agrarian system and in which direction.
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Our assessment centred around three main issues. First, the
redistributive effect. Here we find that the distribution of some 13
per cent of the cultivated area to 9 per cent of the rural population
has perhaps eliminated the very large ownerships, slightly improved
the lot of small peasants, but certainly consolidated the position of
the medium stratum which represents the economic and political
power now in rural Egypt. Thus, the initial inequality in the
distribution of landownership was not changed fundamentally, and
the problem of landlessness has but increased. Changes in income
distribution reflected this basic inequality and, as a result, poverty
has been increasing. Second, the growth performance of Egyptian
agriculture was more than outweighed by a rapid population growth
causing output per capita to decline. Third, we have assessed the
system of ‘supervised co-operatives’ as an alternative organisation
for rural development. Despite its potential, the new system did not
achieve its stated objectives of increasing agricultural production
through improved supply of inputs and the improved production
system. Moreover, the co-operatives favoured the medium and rich
farmers to small peasants. Finally, we found that although the
government policies were effective in mobilising a substantial part
of the agricultural surplus to finance other sectors of the economy,
these policies had the negative effect of widening the gap of
rural-urban disparities and, by favouring rich farmers, aggravated
inequalities in the rural society.

The crucial question is that of finding an appropriate framework
for understanding these changes in the agrarian system: their extent
and their limitations. Various writers have offered different in-
terpretations. Anouar Abdel Malik, for instance, argues with Witt-
fogel, that the key to the analysis of these changes is the central role
of the state which has, for so long, controlled the irrigation system,
and, therefore, agriculture.® For M. Abdel Fadil agrarian reform
can be seen as having paved the way for the virtual transition of
Egypt’s agrarian system from semi-feudalism into capitalism by
eliminating the power of the very large landowners, and as a result
of organising the labour market.5! In contrast, Robert Mabro
stresses the growing pressures on the agricultural sector arising
from the unfavourable imbalance between land and people,’2 while
Bent Hansen concentrates on the absence of allocative efficiency.>3
There is no doubt that each of these writers has pointed to an
important element of the process of agrarian change. But none
answers fully our question: how is it that such a significant agrarian
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reform has failed to alter the agrarian system in any fundamental
way?

An interesting framework for interpreting the developments in
Egypt’s agrarian system over the last twenty-five years would be
Michal Kalecki’s analysis of ‘intermediate regimes’.’* In fact,
Kalecki based his conceptualisation on the findings of an empirical
study of Nasser’s Egypt.5> According to Kalecki, the basic element
of specificity in underdeveloped countries with a mixed economic
system which distinguish them from both the developed capitalist
and socialist economies is the role of the state and the interests it
represents. The main problem in developing mixed economies is
not one of generating effective demand but ‘the expansion of
productive capacity indispensable for the rapid growth of the
national income’. This role is performed mainly by the state through
public sector investments and the control of private investment,
trade and prices — thus, the increase in the power of the state. The
results of state action would depend on the interests they represent.
In Kalecki’s scheme, the state in most developing mixed economies
would represent the alliance of lower middle classes and the rich
peasantry. To gain a power base, the state would, in the initial stage,
carry out progressive policies such as massive nationalisations of big
business and agrarian reforms. In so doing, the régime would
contribute to development and benefit the poor. But because of its
very nature, as an alliance of state bureaucracy and rich peasants,
the régime would soon reach a stage where a contradiction arises
between its interests and the requirements of egalitarian develop-
ment. Invariably, this contradiction would be solved in favour of
this alliance at the expense of the rest of the population, and the
regressive phase of ‘state capitalism begins’.

The parallel of Kalecki’s analysis with the Egyptian case is very
striking: the state has been in command of the mobilisation and
allocation of the economic surplus; there has been aninitial stage in
the 1950s and 1960s where the state launched a relatively radical
and comprehensive reform which hurt the large landowners and
benefited the landless and the tenants; the co-operatives provided
the state with an effective institution for control; but because of the
marginal nature of the reform and the growing influence of the
bureaucracy-rich peasants’ alliance, these ‘gains’ started to be
eroded in the late 1960s, and in fact have almost reversed since the
launching of the new ‘open-door policy’ in the 1970s.

It is thus the class character of the state that generated pressures
to bring about an agrarian reform and yet constrained these reforms
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to narrow limits. The old system had to change but an intermediate
régime could only bring about an ‘intermediate’ transition which
did not represent a lasting change.

Kalecki’s scheme thus provides an elegant general framework
within which our analysis of the specific elements of change in the
Egyptian agrarian system can be fitted. It should be noted, however,
that this framework does not constitute a comprehensive explana-
tion; it merely offers an illuminating categorisation of the type of
changes that occurred in Egypt. The specifics of each case analysed
within such a general framework thus remain very important. In the
case of Egypt, regardless of how one chooses to categorise the
nature and role of the state, certain elements remain crucial in
explaining the outcomes we have described. Thus the extreme land
scarcity, the stagnation in both agriculture and industry and the
inherited structure of the agrarian system remain vital explanatory
variables.
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6 Agrarian Change in a Plantation
Economy: the Case of Guyana:

Clive Thomas

6.1 Introduction

Sugar production was first introduced into Guyana by the Dutch in
the late seventeenth century during the high season of European
colonial expansion. Rivalry among the colonial powers caused the
territory to change hands several times until finally in 1814 it
became a possession of the British who ruled until independence in
1966. Throughout the entire period of colonisation sugar produc-
tion was a major activity, and over the past century and a half, sugar
has been the dominant crop — and agricultural production has been
the principal means of livelihood — of the population. Following
nationalisation, state farms have emerged as the dominant sugar
producing structures. In this essay we analyse change within the
sugar producing industry, tracing its larger impact on the entire
agrarian system, and vice versa. Because of the importance of sugar
in the national economy, the dynamic interaction between sugar
and the entire society is also central to our presentation.

The long period of domination by plantation institutions did not
mean that the structures of production in the sugar producing
industry were static. These structures were organically linked to the
historically dominant mode of production and to the definite forms
of the social relations under which surplus was produced and
appropriated in Guyana. Since these have always been changing, by
way of either their extended social reproduction or qualitative
transformations, they have inevitably produced great changes in the
plantation as the dominant sugar producing institution. On this
basis we can identify three major periods of change in the sugar
economy of Guyana during the period of plantation dominance.
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First, the period in which the plantation was founded on colonial
slavery, that is, until 1838. Second, a subsequent period of modified
colonial slavery in which the plantation was based on immigrant
labour and indentured contracts, that is, until 1917. Third, the
period of transformation of the plantation into the branch operation
of a multinational corporation (MNC), that is, until 1975/76. These
three periods together with the period after the nationalisation of
the estates, that is, post-1976, will constitute the four basic units of
our analysis. The earlier periods will be discussed only in so far as
they have a direct bearing on contemporary issues of agrarian
change in Guyana.

6.2 Colonialism, slavery and the plantation system

When the Dutch first settled the territory, sugar was produced on
the basins of the numerous rivers which flow north into the Atlantic.
By the middle of the eighteenth century rapid soil depletion had
forced them to cultivate on the coastal strip where sugar production
(and indeed 90 per cent of economic activity) continues to be
located until today. The coastal strip is below sea-level. This,
together with difficulties in the clay soils, heavy seasonal rainfall
and a permanent swampy belt to the south of this strip required a
complex system of water control before coastal farming could take
place. Moreover, during this period European settlers were reluc-
tant to occupy the territory because of the presence of the indi-
genous Amerindian inhabitants. Soon, however, Dutch special
know-how, European capital and African slave labour were being
combined by the planters to establish a network of drainage and
irrigation canals along much of the coastal strip.

In the course of these developments it became obvious that only a
large-scale and highly capitalised system of agricultural organisa-
tion would be successful. Several factors accounted for this. First,
the provision of drainage and irrigation works required huge capital
outlays and hence production on a large scale to be profitable.
Second, at the prevailing levels of technology, a large amount of
unskilled labour was needed to dig the canals. The slave trade
provided this and the labour force with which subsequently to
produce sugar. Again, this required large outlays of capital. Third,
certain features of sugar production facilitated the bias in favour of
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large-scale agricultural organisation. One was that sugar cane culti-
vation at that time did not really require highly sophisticated
farming techniques and, provided there was adequate supervision,
could be run efficiently by using a large, unskilled labour force. It
did, however, involve the movement of huge quantities of material.
The ratio of plant to sugar produced was then of the order of 12:1.
Another feature of the sugar cane was that after it was manually cut,
it had to be processed within hours or lost its sucrose content. This
necessitated the placement of the factories near the cultivation
areas and a complex transportation system for the movement of
materials and fuel. Again a premium was placed on large-scale
operations. The skilled personnel and the technology used up in
these operations could at that time only be found in Europe, and
their procurement also required significant expenditures. Finally, if
there were to be large-scale producing units, large markets had to
be found. The local market was obviously too small and so from its
inception production had to be geared towards satisfying the needs
of consumers in far-off Europe. Producing for such a market placed
a further premium in favour of large scale operations.

The plantation soon emerged as the large-scale agricultural or-
ganisation in Guyana. Several aspects of its early institutional form
are important for understanding the contemporary agrarian system
in Guyana. First, it grew out of the process of the overseas expan-
sion of European capital. This was concretely expressed in two
forms. One was that its output was marketed in Europe. The other
was that the local planter class was organically linked to, and
derived its initial capital from, the propertied classes in Britain.
Second, Guyana was a colony and the dominant position of the
plantation was directly supported by the colonial state. Third, the
planter class linked sugar directly to the plantation and pursued
mono-cultural specialisation with an amazing zeal. Fourth, the
dominant mode of production in Guyana at that time was slave
labour and the plantations were organised on this basis. This
created a highly stratified society. The planters were the dominant
economic, social, and political force. The direct producers, as
slaves, had no economic resources or political status. Since the
slaves were black, this added a racial stratification onto the basic
differentiation between owners and managers and the direct pro-
ducers. In this system of class and racial differentiation, ideology
and culture played important roles in rationalising the status quo.

Finally, although the planters placed heavy investments in water-
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control systems and in acquiring slaves, their outlook on profit
making was essentially speculative. This derived from two basic
considerations. One was the undeveloped nature of capital at the
time and their immediate origins in merchant capital and the landed
classes of Britain. The other was their uncertainty of the future price
of sugar in an era when mercantilism was giving way to free trade
based on the supremacy of the British industrial capitalists. The
planters’ outlook was to speculate in the years of ‘bonanza’ prices,
when a ‘killing’ could be made, and to keep the plantation turning
over in the lean years. This speculative outlook contradicts the
normal expectations of a more fully developed capitalism where
investors associate long-term investments with low and steady
yields. Such an outlook combined with an approach to accumula-
tion which further highlighted the influence of pre-capitalist fea-
tures on the plantation. Thus the approach of the planters was
towards extensive exploitation of labour as a means of generating
profit. Instead of seeking to raise productivity per man hour
through technical change, the emphasis was on acquiring more
slaves and extending the working day — often to the point of physical
collapse. The land was also exploited extensively. Expansion of new
acreage using existing techniques, rather than newer methods and
better farming practices, accounted for most of the increases in
output. Throughout this period, technological innovation and the
application of new technology to sugar production in Guyana were
not significant features of the rural economy. When soil depletion
made itself manifest, the planters opened up new virgin lands.
Because of the extremely low man to land ratio, this was an easy
option.

The system of extensive exploitation of slave labour and land
meant that most of the benefits of sugar production flowed to the
owners of the estates. Frequently this was used to enhance their
social status within Britain where many of these owners returned to
live. To the planter class capital did not have the driving, self-
expanding value that it had for the class of capitalist manufacturers
which was to emerge and dominate the British economy by the
middle of the nineteenth century. This practice of returning ‘home’
soon led to the creation of an absentee landlord structure on the
plantations and the rise of a class of local attorneys and managers.
This tended to reduce the patriarchal tendencies within the planta-
tion and so made easier the transition at a later date to a more
capitalist structure.
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6.3 Change in the plantation system: immigration and indenture

The iniquitous system of colonial slavery collapsed under the strains
of slave resistance, rebellion and insurrection, and the development
of capitalism in Britain. The slaves were legally freed in 1838. But
from then until 1917 a modified form of colonial slavery, as
enshrined in local law, persisted. During this period four develop-
ments in the agrarian system are of profound significance. First,
despite a post-slavery apprenticeship system the slaves abandoned
the estates, and wages rose immediately after the abolition of
slavery. At the same time the dissolution of the mercantilist system
had led Britain to abandon protection for the colonies which
resulted in a drastic fall in sugar prices. The result of higher wages
and lower export prices was to plunge the sugar economy into deep
crisis. To solve this the planters obtained a state supported system of
immigration. Immigration was based on a system of indenture in
which the immigrants entered into binding long-term forward
contracts for their labour.? The main period of immigration was
between 1837 and 1919. Immigrants came from Germany, Malta,
Brazil, China, Madeira, Mauritius, Europe, Africa, other Carib-
bean territories and India. The last were found to be the most
suitable and became the largest source of immigration — today the
descendents of these immigrants account for approximately 53 per
cent of the total population.

Indentured immigration, like slavery, was a legally controlled
system of surplus extraction. Like slavery it was also aimed at
limiting the development of a labour market. But unlike slavery,
indenture coexisted with a class of ‘free’ men; free, that is, to sell
their labour power on the market. As such indenture did not
altogether contain the spread of commodity relations in the
economy, time progressed, and the labour market expanded more
and more, and it was also fuelled by those indentured immigrants
whose contracts had expired, but who did not opt for their return
passages to India. The pattern of immigration did, however, yield
two consequences of lasting significance. One was that the slaves
after moving off the plantations, when forced eventually to re-enter
as wage labourers, avoided field operations and concentrated on
factory work. The newer immigrants from India were concentrated
in the field. This led to a second development of great consequence,
namely a racially compartmentalised labour force.

The second development of this period was the rise of a peasant
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mode of production in the rural economy. Initially the slaves bought
lands either as individuals or on a communal basis to form new
villages. This ‘village movement’ met with great success initially, but
a combination of punitive taxes, inadequate drainage and irrigation,
a narrow domestic market, poor communications and hostile
attitudes by planters and state officials who saw the village move-
ment as a direct threat to the plantation, led to the collapse in the
dynamism of this movement. The planters were particularly op-
posed to the communal village structure. Yet this was the only
structure in which the peasants could afford the overheads of a
water control system for independent farming. Without such a
structure individual peasants would be heavily dependent on plan-
tation drainage and irrigation.

The result of these changes was that the peasant sector remained
weak and the plantation dominant. The small farmers concentrated
on foodstuffs for the domestic market as they did not have the
factory or marketing capacity to produce sugar. The peasant
economy was therefore decidedly not founded on sugar. Given the
limitations of the local market, the competition of imported staples
(e.g. salted fish, flour), the low level of peasant farmer capitalisa-
tion, etc., returns were too low to secure an adequate rate of
expansion of peasant operations. The peasant economy therefore
remained essentially a subsistence economy within this dualistic
structure, with periodic surpluses sold in the local market. This
development was reinforced by one other aspect of the policy of the
planters to the immigrants. To deter immigrants leaving the estates
after the expiry of their contracts, particularly those desirous of
returning to India (which would have been costly to the planters),
small parcels of land adjoining the estates were given out. These
were just enough to contribute to the feeding of the family without
deterring them from working on the estates during the reaping and
grinding seasons.

The third development of note was the fact that during this period
the landed proprietors became more and more absentees. Later this
paved the way for the rise of the limited liability company within the
industry and its eventual transformation into a subsidiary within an
MNC structure. This process was accompanied by a marked con-
solidation of land and capital in the industry. Thus, whereas at the
time of emancipation there were 308 sugar estates (out of a total of
400 separate estates in Guyana), by 1853 the numbers of sugar
estates were reduced to 173; by 1885 there were 105; by 1890, 84;
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and by 1904 this was reduced to 46. When the industry was
nationalised there were two MNC subsidiaries, one owning just
over 80 per cent and the other just over 10 per cent of sugar industry
assets.

The final development of note was the introduction of policies to
contain the peasantry and to promote immigration.

In order to contain the communal peasant purchases a law was
passed in 1853 prohibiting the joint purchase of land by more than
20 persons. The law further required that if more than 10 persons
held land, it had to be partitioned and levied for maintenance rates.
The aim of this taxation was to move the peasants into the cash
economy and prevent the desertion of the plantations by freed
African slaves. Similarly, immigration was for the most part
financed through the general exchequer. In addition, labour regula-
tions were passed which progressively limited the freedom of
movement and association of indentured workers.

Two consequences of present importance followed from the
deliberate use of such policies. First, the present system of confron-
tationist industrial relations descends directly from this period of
managing slave and half-free labour. Second, the break up of the
communal land systems led to the fragmentation of peasant hold-
ings and fostered an aggressive individualism among peasants.
Given the ecology of the coastal area, with its special water-control
requirements, this forced immense obstacles in the way of the
growth of the peasant economy.

6.4 Sugar as an MNC activity

(a) Transition

With the abolition of indenture in 1917, the labour process based on
legal coercion was ended. Thereafter the sugar plantations operated
through a market for labour and the extraction of surplus from the
direct producers had to take place as part of the normal functioning
of an economy dominated by market relations. This change pro-
duced huge convolutions in the economy eventually resulting in the
plantations being incorporated into MNC subsidiary operations.
Certain characteristics of the labour market were clear from the
early stages. First, the work system was based principally on piece
work, with time work largely confined to factory, clerical and other
such operations. Second, employment was offered on a seasonal
basis with no obligations by the planters for off-season work. Third,
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a significant proportion of the labour force was women and chil-
dren. Fourth, the physical arduousness of field labour was not
reduced, since the field operations were not mechanised. Finally,
the planters were opposed to the rise of worker organisations.

Except for the reprieve based on shortages created by World War
I, the first half of the twentieth century was one of depression and
severe economic crisis in the Guyana sugar industry. Falling export
prices and rising costs of labour after 1917 forced many plantations
into bankruptcy. Their assets were frequently taken over by the
more successful plantations. This tendency towards the centralis-
ation of plantation ownership was accompanied by expansion in the
scale of operation on each estate as the benefits of large-scale
economies and technical change became more evident. In order to
survive the larger units introduced a wide range of new technology:
fertilisers, steam pumps, evaporators, centrifugal driers, juice
clarifiers, chemical controls in the factory, changes in the lay-out of
the sugar fields, etc. All these were aimed at increasing productivity
and reducing unit costs of operations. The crisis therefore produced
a strong association between tendencies towards concentration in
the industry and technical innovation.

The process of increasing consolidation of land and capital and
technical change was accompanied by two changes in ownership
structure of the plantations. First, many of them became public
companies, with their shares traded on stock markets. Second, the
absentee landlords either gave way to, or became more organically
linked to, industrial interests in Britain. Indeed it was those planta-
tions where these links were the closest which survived the best.
Changes along these lines induced the shift in outlook away from
speculation, and low capital-specific technology to a greater con-
cern with costs, reserve accumulation for hard times, and an orderly
system of investments and expansion. But these same developments
gave rise to diversification along two lines. First, the plantations
moved into other areas of local activity, often related to their
activities in sugar — shipping, warehousing, retail, insurance, etc.
Second, their new owners overseas started to diversify internation-
ally, to cushion against effects in Guyana. Thus, by the time of the
nationalisations in 1975/76, the two companies which controlled
the industry had world-wide investments in Canada, Africa, other
parts of the Caribbean, Latin America and Britain as well. As it
turned out, sugar profits made in Guyana were an important source
of investment funds.?
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(b) Sugar economy: post-World War II structure

Table 6.1 indicates the main GDP aggregates for Guyana
(1960-76). These data indicate the wide fluctuations in the levels
of activity in sugar and agriculture — a feature characteristic of
primary production. However, between 1960 and the years
1971-3, there is unmistakable evidence of a decline in the contribu-
tion of the agricultural sector to the national economy. The great
commodity boom of 1974/75 reversed this tendency substantially,
but this can be treated as unusual. Sugar is by far the largest
contributor to agricultural GDP giving a clear indication of its
domination of the rural economy. Rice is the second largest agricul-
tural sector but this is substantially below sugar in importance. The
other agricultural sectors combined (livestock and other agriculture
- primarily domestic food crops and fruits) are also small in relation
to sugar. The dominant position of sugar in national production has
been challenged only by the development of the bauxite—alumina
mining industries. During 1964 -73, mining was the leading sector
in national production. Since then, mainly on account of the boom
in sugar prices and the post-1975 depression in the aluminium
industry, sugar has regained the position of leadership. Both these
sectors, however, are subject to wide fluctuations in their levels of
economic activity.

Ninety per cent of the acreage under sugar was controlled by the
two MNC plantations until their nationalisation in 1975/76. This
acreage represented the best drained and irrigated, the most fertile,
and the most accessible agricultural land in Guyana. Over the past
two and a half decades, the acreage of sugar cane harvested,
although fluctuating, has nearly doubled to a present total of
approximately 120,000 acres. Yet sugar output on the estates in
1976 was below the level of 1961/62, and at 304,000 tons was
below output capacity already achieved in the 1960s.* Yield of
sugar cane per acre has decreased and the conversion rate of sugar
cane to sugar worsened during this period. Over the years 1972-6,
the yield of sugar cane per acre was only 30.2 tons (compared with
37.4 tons in 1956-9) and 11.85 tons of sugar cane was required to
produce a ton of sugar during the same period (compared with
10.94 in 1956-9). The overall yield of sugar per acre between the
two periods declined from 3.42 tons to 2.55 tons. This was a
remarkable development since the post-war years witnessed a
number of vast technical changes. Many operations were mechan-
ised and farming methods reorganised, resulting in a decrease of
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one-third in the labour force. New factories were constructed and
old ones modernised. New bulk loading and distributive facilities
were built. Plant selection and breeding, pesticide control (aerial
spraying) and fertilisers were all introduced on a tremendous scale.
Many of these changes occasioned serious conflicts on the estates
and a deterioration of labour relations is perhaps the single most
important factor accounting for the eventual decline in yields.

All these modernisations and expansion were financed from
resources within the industry, either through levies on sugar sales
for such purposes or ploughed back profits. Despite this, real wages
did not show significant increases. Between 1965 and 1975 real
earnings in the factories increased by only one per cent and in the
field by nine per cent. Yet labour productivity between the years
1956/57 and 1974 -6 had increased by approximately 37 per cent in
the field and 45 per cent in the factory.

Throughout this period, sugar continued to be a predominantly
export crop. During the period 1960-75, 92 per cent of the volume
of sugar and 96 per cent of the value of its sales were made overseas.
The bulk of the sugar sales was made under preferential quotas and
agreements, principally the Commonwealth Sugar Agreement (the
US market until 1974) and later the Lomé Convention of the EEC.
These agreements were vital to the industry as the plantations had
claimed that their costs were uncompetitive on the world market.
Since these negotiated concessions required reciprocal preferential
access of US and UK manufactures to the Guyana market, a strong
element of national subsidy was entailed. Comparable support was
not given to other types of local agriculture.

The MNC structure of the industry gave rise to considerable
scepticism in some quarters over the frequent and almost ritualistic
declarations of impending insolvency in the industry. It has been
claimed that transfer pricing, interlocking directorates, the
development of allied activities (e.g. shipping, alcohol, distribu-
tion, wholesale and retail outlets, foundries, and motor vehicle
repair outlets), which served sugar as part of the same company
complex combined with an ancient local company law (going back
to 1929) which did not require local incorporation, led to fears of
‘hidden’ surpluses being transferred outside the economy and that
the MNC plantations were operating as a drain on national re-
sources. The failure of labour incomes to grow and the fact that the
companies, despite their vast size, were contributing less than five
per cent of total government current revenue between 1966 and
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1973 strengthened this feeling. It was not until the sugar boom of
1974/75 that the government introduced a variable levy on sugar
which led to more than a one hundred times increase in sugar
revenue between 1973 and 1974 and a further increase of more
than 50 per cent the following year!*

As with most areas of primary tropical production, the level of
processing and the degree of internal linkages in the sugar industry
are low. After initial processing, refining takes place abroad. The
main local by-products are: bagasse, molasses and alcohol. The first
is used as fuel in the factories. Molasses was exported through an
MNC subsidiary, and the alcohol produced (except for that retained
for local consumption) was exported in bulk to be bottled and
marketed by another subsidiary of the same MNC. Most of the
major material inputs: fuel, lubricants, fertilisers, machinery and
equipment, industrial chemicals, transport equipment, storage
facilities, agricultural tools and implements, etc. are imported. It
was in order to exploit the need for these inputs that the larger of the
two MNCs (Booker McConnel Ltd, controlling 80 per cent of the
industry) developed its own shipping, engineering and agricultural
divisions. The linkages were however created abroad and not within
Guyana. All the activities of the MNC, except the most technologi-
cally specific were conducted overseas.

We have already referred to the displacement of labour which
accompanied technological improvements in the MNC plantation
structure. Despite this the industry still remains highly dependent
on labour in the crucial areas of planting and reaping. The lay-out of
the sugar cane fields in Guyana, together with the slushy nature of
the clay soils when wet, has so far defied all efforts to mechanise
these operations. The sugar industry thus remains highly dependent
on labour. At the time of nationalisation sugar was the largest single
employer of labour, using approximately 10 per cent of the total
labour force. During the period of mechanisation, women and
children were retrenched in order to meet the many social criticisms
levied at the use of these types of labour. While most of the work on
the estates is very seasonal, the bulk of the labour force had no
guaranteed system of out-of-crop work. This generated great inse-
curity and a high turn-over of the labour force. When combined
with the physical arduousness of work on the plantations, it is not
surprising to find a definite aversion to estate labour and strong
social stigmas attached to it. Thus it has frequently happened that
despite high unemployment levels in the country, of the order of 35
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per cent, sugar estates could still have found it difficult to find
labourers to reap the crop!

The post-World War I period witnessed the final consolidation
of the dominance of the MNC structure in the sugar economy. By
then, however, the dependence of the economy on sugar was only a
part, albeit one of vital importance, of the wider dependence of the
economy on foreign capital inflows and primary export production.
This dependence gave rise to growing inequalities accompanied by
widespread distress in the rural areas. The problems posed by this
sugar producing structure were indissolubly linked to the larger and
more fundamental problems of social change in Guyana.

6.5 Peasant economy and sugar: the other side of dualism

(a) Broad characteristics
From the abolition of slavery right up to the nationalisation of the
plantations in 1975/76, the peasant mode of production struggled
to assert itself. We earlier noted the opposition of the planters, after
the break-up of the colonial slave mode of production, to the
movement of the slaves to build an independent peasant economy.
Would-be peasants had to struggle for access to land, drainage and
irrigation and markets. Later this struggle was merged into the
nationalist movement which resulted in independence and later
nationalisation of the plantations. It is significant that both the
major political parties of the post-war period have espoused social-
ism for Guyana. Even more significant is the fact that the rural areas
are overwhelmingly in support of the opposition Marxist-led politi-
cal party. It is true that ethnic divisions contribute to the distribution
of political support among the two major parties: the rural areas are
predominantly Indian and the urban areas are predominantly Afri-
can. But it is also equally true that the extreme impoverishment of
the peasant economy together with the bad conditions of labour on
the estates have produced a long and deep discontent among the
rural inhabitants. This discontent was so deep that the present
ruling party undertook the nationalisation of the plantations.
Peasant cultivation has developed along the lines of four major
areas of economic activity in Guyana. First, there is the rice industry
which was introduced and developed under special state support
schemes, such as the land settlement programme of the late 1950s
and early 1960s. Rice was developed as a peasant crop complemen-
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tary to plantation sugar. Its growing schedule did not cause compe-
tition with the plantations for labour. State support was principally
by way of the provision of drainage and irrigation facilities, access
roads and credit. The objective of the rice programme was to
minimise peasant land hunger. Currently rice contributes about
3 per cent to the GDP, although in the 1960s its contribution was
twice this. The second line of activity is domestic foodstuffs, i.e.
ground provisions, vegetables, fruits and so on. This production is
aimed almost entirely at the domestic market and it has contributed
about 2.5 per cent to the GDP over the past five years. The third line
of activity is livestock and dairying which is also aimed at the local
market. This accounts for about 2 per cent of the GDP. The final
line of production is sugar. Peasant production of this crop now
averages about one-tenth of the total production of sugar cane.
About two-thirds of the population live on the coastal rural areas
where approximately 0.5 million acres are under crop cultivation
and 0.4 million under developed pasturage. There are two main
categories of peasant lands. The first is within the estate empol-
dered areas, and are usually small plots often given by the estates to
the farmers to encourage their settlement there and hence contribu-
tion to the work force of the estates during the sugar crop season.
The other type of settlement is outside the estate empoldered areas.
One half of the acreage under crop cultivation is used to produce
rice, which is the main provider of staple food for the bulk of the
population. One-third of the acreage is under sugar (at any point of
time about one-third of this amount is reserve lands). This is the
bulk of the best drained and irrigated and the most accessible lands.
In the peasant economy, 68 per cent of the total number of farms
are under 10 acres.% These farms account for just over 5 per cent of
the total acreage. Farms of 100 acres plus account for 4 per cent of
the total number of farms and approximately 80 per cent of the
acreage. About 53 per cent of the farmers who live off the estates
occupy 3 per cent of the total land acreage, whereas farming
families with farms of 500 acres plus occupy 75 per cent of the total
acreage and comprise only 3 per cent of the total number of farming
families. In the rice economy, one-half of the rice farms are under 5
acres in size and 90 per cent of the rice farms are outside the estates.
Most of the farms on the estates are kitchen garden plots.
Significantly, only 15 per cent of the peasant households seem to
depend on farming as a sole-source of income. Further, as many as
57 per cent of the households depend on sources other than
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farming for more than one-half of their income. It is clear from this
that while farming contributes to the household subsistence, many
farmers are forced to enter other lines of activity, which include
plantation work, in order to make a livelihood. This highlights the
strong links between the peasant economy and the plantation. The
system of the part-time labourer rests on this foundation.

(b) The Peasant Sugar Sector

As far back as 1897 when a Royal Commission visited Guyana in
response to a crisis in the sugar economy, it recommended that
peasant cultivation of the sugar cane should replace the plantation
system and that the plantation companies should confine their
activities to processing. A system of land settlement schemes and
government subsidies were recommended. Crop diversification was
also advocated. Nothing along these lines occurred and by the end
of World War II there was only individual scattered cultivation
which in 1948 accounted for 3000 tons of sugar. Another Commis-
sion, when investigating the industry in 1948, also recommended an
extension of acreage under peasant cultivation. This time the
recommendation was not to replace the estates but to achieve
peasant production of up to 10 per cent of the total crop. Without
any apparent justification of it, this target seemed to have become
acceptable to all groups in Guyana - including the political parties
arguing for the ‘decolonisation’ of sugar.

While agreeing on this modest expansion, the question of farm
organisation had to be settled. The individual fragmented holdings
of the peasant seemed unfeasible because of water control problems
and the logistical difficulties of getting the sugar cane to factories for
immediate processing after it was cut. All proposals seemed to
indicate some type of co-operative farming. What emerged out of
this follows the now famous Belle Vue prototype, which came out of
an experimental project at an estate of the same name. This
prototype was based on strong centralised direction by the planta-
tions. The plantations provided housing for the families, drainage
and irrigation, specified the acreage to be planted, supervised pest
control, directed the plant variety to be used, transported the crop,
provided the ploughing equipment and fertiliser, charging a fee for
all these services. In turn, the sugar cane crop was sold in its entirety
to the plantations for processing in their factories. This pattern
prevails on the farms attached to the plantations. As a pattern, it
leaves little scope for initiative or technical innovation on the part of



Agrarian Change in Guyana 219

the farmer. It is not surprising that after the early ‘heady’ days of
planting, many farmers just let the cane remain in the ground, often
for more than a decade, without replanting and with no concern for
proper ratooning. Alongside these developments, the system of
sugar cane cultivation on the individual scattered holdings con-
tinued.

Several reasons have been advanced in favour of peasant cultiva-
tion of sugar. These have been as much social and political as
economic. To the Colonial Office, first of all, and later to govern-
ments and the MNC, this appeared as one way of appeasing land
hunger and the social discontent which this hunger generated. It was
also seen as a means of committing the peasantry to support sugar as
an economic activity and of placating the rest of the population,
which by this time was hostile to the extreme mono-cultural agricul-
tural specialisation in Guyana. At a more directly economic level,
the MNCs were also concerned that mechanisation of their opera-
tions had contributed to the country’s economic misfortunes by
adding to the already large pool of surplus labour. To make matters
worse, this and other factors were contributing to unionisation and
labour militancy. One way of easing these difficulties was to divert
from sugar cane cultivation and encourage, as in the rest of the
Caribbean, peasant cultivation of the sugar cane and MNC proces-
sing of sugar. Lacking clear alternatives, even those who opposed
MNC plantation domination could do little but urge the expansion
of peasant cultivation of sugar.

By 1974-6, the peasant sector harvested 12 per cent of the
acreage and produced 11 per cent of the crop. Compared with a
decade or so ago (1961-3) this was a significant rate of increase, for
at that time the peasant sector harvested and produced just about 3
per cent of the sugar cane crop. Over this period, the rate of
expansion of the peasant sector exceeded that of the MNC. For the
years 1961-6, farmers’ yields averaged between 80 and 98 per cent
of estate yields. The estates were responsible for the conversion of
sugar cane to sugar. By 1976, there were 3952 peasant operations
holding 17,440 acres — an average size of 4.4 acres. Of this total,
about one-half were co-operatives (1886 farmers cultivating 8253
acres), and one-half individual operations (2066 farmers cultivating
9187 acres). Interestingly, the mean size per farmer was, in both
instances, the same (4.4 acres). Detailed study of the data indicates
a high level of stratification of the peasant sugar cane farmers.’

As was pointed out earlier, all of the sugar cane is processed in the
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plantation factories. To that extent indices of acreage and output
overstate the importance of the peasant sugar sector. In addition,
most of the transportation of the sugar cane and sugar, most of the
drainage and irrigation, all of the scientific laboratories, manage-
ment overhead, overseas marketing, etc. are in the control of the
non-peasant sectors. Under the peasant marketing arrangements,
the farmer is required to sell all his sugar cane to the estate to which
he is attached. The estates in turn process and sell the sugar as part
of their regular sales. At the end of the crop, the weighted average
of the prices obtained for sugar sales to all markets is computed.
From this the estates deduct insurance, selling charges, interest,
transport, porterage, loading charges and government taxes. Out of
the remainder, the farmer receives two-thirds and the estate keeps
one-third. These payments are staggered with normally two interim
payments and a final payment at the end of the crop. Interest is
charged on the interim payments.

This arrangement severely disadvantages the farmer. (Interest-
ingly, in Trinidad-Tobago and Barbados, the farmers’ shares are 72
per cent and 80 per cent respectively. In Jamaica, the system
operates on a cost plus basis.) Among the many difficulties are:
(i) controversy over the manner of determining the sucrose content
of farmers’ cane; (ii) the farmers get none of the income produced
by the further processing of their cane, i.e. alcohol; (iii) the estates
direct the time of cutting the farmers’ cane to suit their
convenience;? (iv) the overseas sales were previously conducted
through a subsidiary of the MNC and the mark-up was frequently
disputed; (v) the estates refused to accept ‘risk’ for farmers’ cane
charging them for losses in manufacture, storage, shipment, etc., yet
the farmers had no control over the cane once it was handed over to
the estate. This also raises the question of the fairness of the
peasants paying interest on interim payments. This practice pre-
sumes the cane is the farmers’ until it is finally sold.

The above demonstrates that the marketing arrangements for
sugar cane can result in a transfer of income out of this relatively
impoverished peasant sector and into the relatively wealthy compo-
nents of the sugar economy. (Significantly, since nationalisation
these arrangements have not yet been modified.) It would be
incorrect to place primary emphasis on the marketing arrangements
for the sugar cane in determining the exploitation of the peasants
who produce cane. The real source of this income transfer lies in the
unequal access of the two sectors to the community’s wealth and
resources.
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Insufficient land, marked inequalities within the peasant
economy, an ineffective co-operative structure, inadequate drain-
age and irrigation, poor access facilities — all these and more testify
to the reality that more than 130 years after the village movement
had started, the peasant economy in sugar remains essentially
marginal and dependent on the plantations. The historical and
ecological factors indicated earlier explain the situation. The one
that stands out above all is, given the effective scarcity of adequately
drained land on a coastal strip hemmed in by sea and swamp and
subject to the ravages of seasonal tropical rains, plantation domi-
nance is incompatible with a strong peasantry.

If the nationalisation of the plantations simply represents a shift
in property relations, while the dominant economic relations of the
plantation remain intact, then the marginality and dependence of
the peasantry on the estates will be transferred to the state. Thus the
dualistic rural structure which has emerged is based on marked
differences in land ownership and tenure, and the structure of the
producing units. Additionally, in the plantation sector, agricultural
surplus was extracted through the operations of the labour market
and a foreign controlled technology and accumulation process. In
the peasant economy, family labour is predominant, with agricul-
tural surpluses precarious. In both instances, state intervention was
important. But the state intervened much more decisively to sup-
port plantation interests. This was as the main plank of the
economy, while the peasantry, despite its numbers, was viewed as
essentially marginal.

6.6 Overcoming the plantation system: nationalisation

From the time of European conquest, Guyana’s resources, people
and their economic activities have been organised around the
principle of producing for export and satisfying internal consump-
tion and capital requirements through imports. The principal
products exported have all been primary, i.e. agricultural staples
(sugar and rice) and mineral resources (bauxite-alumina). Prior to
nationalisation, the two largest industries (bauxite and sugar) were
contributing 35-40 per cent of GDP and 70-80 per cent of exports.
Both industries were foreign owned and controlled. Additionally,
other important sectors of the economy: banking, insurance,
manufacturing (assembly) plants producing for the local market,
distribution (wholesale and retail), etc., were all managed and
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controlled by overseas interests. It was inevitable that this depen-
dence of the economy combined with the specific forms of planta-
tion domination of sugar and the rural economy indicated in this
essay, would pose insuperable obstacles to the transition to a
self-reliant, internally oriented, technologically independent and
synergetic system of agriculture.

Taking the post-World War II period as a whole, there were
striking rates of increase of MINC plantation acreage and sugar
output, even though most of the increases were confined to the
period from the mid-1950s to the early 1960s. This was accom-
panied by the construction of new factories, the modernisation of
old ones and the elimination of some smaller inefficient factories.
All the allied services — transportation, storage, etc. — were substan-
tially expanded and modernised. Science and technology were
rigorously applied in the industry from the selection of plant variety,
control of pests, weeds, etc. right through to the construction of
semi-automated factories. Although cutting and planting have not
been mechanised, there was substantial reorganisation of planting
methods. All these developments were financed by resources inter-
nal to the industry, thereby attesting to its profitability. But despite
these achievements, the nationalisation of the estates continued to
be seen as the only feasible strategy.

Many factors accounted for this. First, in the expansion of the
industry great burdens were put on the work force. As we have seen,
the mechanisation led to the redundancy of about one-third of the
work force. This created important social problems, not least
among which was stepped up rural-urban drift. Also, real wages and
conditions of work did not keep pace with increases in worker
productivity. Labour continued to be seasonal and temporary, with
the estates avoiding responsibility for employment in the out-of-
crop season and every year for the past twelve years a strike has
been called during the major harvesting period. No wonder that the
sugar industry alone accounted for just over two-thirds of all man
days lost due to strikes in Guyana. Second, this expansion was at the
expense of the peasantry. As the plantations expanded, so did their
control of land and resources on the coastal belt deepen. In this
situation, it was clear that diversification for the benefit of the
peasantry could only take place at huge cost outside of the existing
empoldered areas. Third, despite the growth and technical im-
provements, the latter did not last. As we indicated earlier, much of
the technical gain was made by the parent company, as witnessed in
its development of specialist services, and equipment production



Agrarian Change in Guyana 223

for the sugar industry. In addition, the threat of both nationalisation
and relatively high prices in later years, led to some abandonment of
technical standards. We have already noticed evidence of this in
part, when observing the decline in yields and the rise in the
conversion ratio of sugar cane to sugar. But the evidence suggests
also that the high prices of sugar seemed to have encouraged the
MNC to cut cane before its maturity to cash in on the good prices, to
defer resting the land in crop, to encourage the extension of the crop
in ratoon, and hence to reduce the rate of replanting.® Furthermore,
as the level of industrial relations deteriorated, the standards of
cutting, weeding, clearing, etc., also deteriorated, along with the
standards of effective supervision and management Two quota-
tions from the first report of the state corporation which took over
the industry highlight some of the points being made here. Thus
during 1976 we find:

non-sucrose in cane was so high that molasses production far
exceeded estimates. . . . This was due to a combination of factors
(including) poor cane quality.1?

Or again:

the problem of lack of cane stemmed from strikes and shortage of
cane cutters on some estates, but our major concern was the
number of hours lost for unscheduled maintenance. High absen-
teeism during the out-of-crop and weekend maintenance periods
had tended to lead to low standards of workmanship with the
situation being aggravated by poor inspection and supervision.
Our ability to detect plant weaknesses before failure has been
impaired by inexperienced staff at many levels.1!

All these considerations were worsened by three further factors.
The first factor was the social and working conditions on the estates.
Cutting and planting sugar cane in water-filled terrain was a physi-
cally arduous task and housing conditions were extremely bad. But
not only were the social services poor, there were also sharp
contrasts of life styles between the plantation owners and managers
and the rural communities living on and around these plantations.
Second, the MNC structure of the plantations combined with
inadequate commercial legislation gave rise to suspicions of super-
profitability. The absence of any requirement for local incorpora-
tion plus the minimal disclosures inherent in a Companies Act
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based on the UK Company Act of 1929 gave grounds for suspecting
that practices such as transfer pricing, over and under invoicing,
profit disguising, etc. took place. Finally, and particularly in the
earlier periods, the plantations were strong enough to influence the
state to support their interests. This can be seen in state policies on
subsidies, external trade, and public investments in agricultural
infrastructure — all of which favoured the plantations.

As time progressed it became evident to the nationalist forces
that only the removal of plantation dominance over agriculture
could liberate resources and the rural community and thereby lay
the basis for new conditions of rural life. In this policy, nationalisa-
tion emerged as the only valid option since the state was the only
institution in Guyana which could match the strength of the planta-
tion. Soon, therefore, the struggle became first to develop the
nationalist movement in order to win independence and later, with
control of the state, to undertake the nationalisation of the estates.!2
The shift in favour of the political influence of the masses brought
about by universal adult suffrage in national elections (1953) and
the rise of mass-organised political parties broke the political power
of the planter class.

The nationalist forces felt that nationalisation was a necessary
step in breaking the hold of the plantations. The MNCs also realised
this and introduced strategies to prevent this development. These
strategies can be categorised at three basic, but fundamentally
interrelated levels. First, there was a political strategy. In general
this meant supporting the colonial government until independence
and, after independence, trying to secure representation of their
interests in the various elected assemblies, in opposition to the rural
based PPP party. Another allied aspect of this strategy was the
refusal to recognise the majority union in the industry because of its
political affiliation.!3

The second approach was broadly economic and contained two
main thrusts. The first was to pursue mechanisation in order to
reduce dependence on a militant labour force.!4 The second thrust
was to hedge investments by diversifying their activities interna-
tionally. In its Annual Report for 1953, the year in which the
constitution was revoked, the company’s policy was stated thus:

Our policy must be, so long as politics do not make it economi-
cally unjustifiable and downright imprudent, to maintain our
business in British Guiana . . . however this may be, your Board
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are keenly aware of the need that the group should continue to
build up in the form of profitable interests elsewhere ‘hedges’
against catastrophe in British Guiana should the worst come to
the worst . . .13

When nationalisation eventually came, the company had built on its
foundations in sugar in Guyana operations in all continents over an
extremely wide range of activities.

The third strategy can be broadly termed corporate and it had
four basic elements to it. The first was to encourage peasant
cultivation of the sugar cane in order to deepen commitment to
sugar and dependence on the MNCs and minimise some of the
problems of labour management. We have previously discussed the
limitations of this approach. The second element was to rapidly
promote Guyanese to the higher levels of the local managerial
hierarchy. This policy was called Guyanisation. But as it was
confined to a narrow social stratum who moved into the estates and
accepted the segregated housing and other amenities, it was an
inadequate response to the mass-based nationalist pressures. The
third element was to issue shares on the local market in order to
‘localise’ the industry. This, too, failed to meet nationalist demands.
But while the Guyanisation did succeed in a rapid replacement of
expatriates by Guyanese on the estates, the policy of local share
issues did not find a responsive local market. The final element was
to promote local government in order to strengthen local participa-
tion and rebuild the corporate image. As it turned out, this too
failed and the local government system has so deteriorated that
since 1970, biannual elections to the local authorities have been
postponed.

In 1975, Jessels Securities, which had previously taken over the
smaller of the two sugar companies, was in the throes of a major
financial crisis and their operations in Guyana were to be closed.
Labour was being retrenched and in the midst of the industrial
disputes which followed the government stepped in to nationalise
the company. One year later, the assets of the major sugar company
were also nationalised. This, too, was precipitated in part by crisis.
Only this time, the cause was the boom in sugar prices in 1974. In
that year, the government imposed a variable sugar levy to absorb
excess profits. The company argued that by 1976 the levy had
become punitive and excessive because of the fall in sugar prices. In
the course of dispute over these claims, the government announced
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its intention to nationalise. While these immediate events no doubt
precipitated the decisions to nationalise and determined their
timing, their real causes lie deeper in the issues analysed in this
paper.

Nationalisation was not confiscatory. It was, in fact, jointly
announced at the end of negotiations by the two parties. The
smaller company was purchased by the government for G$5 million
in cash and a balance of G$15 million to be paid over 10 years at an
interest rate of just under 7 per cent per annum.!¢ The larger
company was purchased for G$102.5 million. The method of
payment was: (i) the immediate assumption by the Guyana govern-
ment of G$32.5 million debt which was owed by the company to
various creditors; (ii) G$8.5 million in cash; and (iii) the remainder
of G$61.5 million to be paid over 20 years at 6 per cent per annum.
This valuation of G$102.5 million represented about one-fifth of
the declared book value of the company’s assets world wide. It was
agreed that all these payments were to be made out of profits of the
nationalised companies. But, this represents no real risk to the
previous owners since the nationalised industries continue to
borrow in the same financial markets as they did before, and their
continuance of this practice implicitly depends on their honouring
of these obligations. In any event, the fact that the government has
entered into marketing, technical services, and management con-
tracts with the previous owner, Booker McConnell Ltd, is further
indication that there is no serious risk attached to the ‘payment out
of profits’ clause in the contracts. It is clear from all the available
information that the terms of nationalisation are really those of a
‘purchase and sale’ agreement with a minimal confiscatory element
attached to it. There was in the government’s public stance little
emphasis on the need to redress for previous exploitation of Guy-
ana’s resources. This has generated a great deal of criticism by
opposition political parties and groups, who otherwise have wel-
comed the nationalisation of the estates, and indeed had advocated
it for years before the government finally accepted its necessity.

6.7 Nationalisation and the agrarian impasse

Even though nationalisation of the plantation was a necessary step
towards transforming the agrarian structure of Guyana, it is by no
means sufficient for achieving this. Indeed, it is possible that if
nationalisation remains unaccompanied by equally fundamental
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changes in other areas of state policy, it will degenerate into a simple
juridical modification of the existing plantation structure. The
reasons for this are obvious. The main burden of this essay has been
to demonstrate that the plantation system embodies a complex set
of economic, social, political, cultural and ideological relations. A
shift from MNC property to state property cannot by itself trans-
form these. While the state now owns the plantation assets, other
non-legal structural relations of the countryside have not been
altered. Of particular note is that there have been no other land
reform measures nor policies for dealing with the disintegration of
rural communities.

As we have seen previously, the local peasantry in Guyana is
already highly stratified. In Guyana most of the land is held as
‘Crown (state) Land’. This policy was developed by the British to
exercise control over the use of lands outside the plantation empol-
dered areas. Indeed, at the time of nationalisation, just over 50 per
cent of the land used by the larger of the two MNCs were rented
from the state at pepper-corn rental. This policy has prevented the
growth of an indigenous landlord class on the same scale as parts of
Latin America. Nevertheless, through buying over peasant land or
smaller plantations which were abandoned, a significant (although
unmeasured) indigenous landlord class has come into existence.
Usually these landlords combine ownership of land with the owner-
ship of processing facilities in rice and coconuts; tractors and other
equipment used in rice cultivation; groceries and other supply
stores. At the other end of the rural scale are the landless and other
poor smallholders who have come into existence under the pressure
of scarce land resources. Although the man-to-land ratio in Guyana
is low (approximately 10 persons per square mile), the necessity for
water control systems in coastal agriculture, or heavy infrastructural
investments to open up interior lands, has produced a great scarcity
of cultivable land. Thus in the survey referred to earlier, the data
collected indicate that while all plantation land is adequately
drained and irrigated only 48 per cent of peasant lands had irriga-
tion and 62 per cent drainage facilities.!” Without suitably drained
and irrigated land, the peasant sector is limited in its capacity to
expand. The individual peasant cannot drain and irrigate his own
land. This is so not only because of scale economies, but also
because it would be practically impossible to exercise water control
over one’s own small holding without simultaneously doing the
same for a wider catchment area.
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The problem of the structure of land ownership is further compli-
cated by the fact that as many as one-third of the peasant farmers
did not have bona fide titles to their land.!® Furthermore, those
efforts at co-operative activity which have taken place have failed,
and have resulted primarily in the creation of barely disguised
agencies of state or estate control. Solving these problems requires a
vigorous policy of land reform to accompany the nationalisation of
the plantations.

The failure to address the wider problem of land reform has been
accompanied by an equal neglect of the social problems of rural
disintegration. It has long been recognised that the plantation
system inhibited the growth of self-reliance and popular partici-
pation in rural communities. Indeed, the plantations themselves
acknowledged this in that one of their strategies to contain the
threat of nationalisation was the advocacy of local government
reform. The two main structures of rural disintegration centre on
the plantation-peasant duality, and the historically created pattern
of African and Indian villages standing more in competitive than
fraternal relation to each other. The latter in particular followed not
only from the historical pattern of immigration, but also from the
fact that these communities were subjected to opposing political
influences which prevented the formation of a united peasantry.

The conversion of the MNC plantations into state property
immediately raises the question of the political base of the govern-
ment. The present government in Guyana draws its political sup-
port mainly from the African and urban communities. In the rural
areas, the opposition forces prevail. The main rural support for the
present government seems to come from the landlords and rich
peasants, estate officials (and a few public officers) who may have
objections to the ideology of the leading rural party and their
vigorous espousal of land reform. Such a balance of political forces
poses the threat of a reversal of the gains from nationalisation if it is
not changed to give poor peasants and landless labourers greater
participation in political processes.

Not only has there been a failure to tackle the issue of land reform
and rural disintegration, but also developments since nationali-
sation point to the serious problems that still remain to be tackled
before rural backwardness is overcome.!® Since nationalisation, and
despite the expiry of the 1972/73 Development Plan period, a new
plan has yet to be completed and no policy has been announced on
the role of sugar in the national economy. Prior to nationalisation,
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the MNCs had started preparatory work on expanding the indus-
try’s capacity by one-third, to about 500,000 tons of sugar annually.
In the 1972-6 plan, there was the stated goal of expanding sugar
acreage by 35,000 acres. But this deadline has already been passed
and the expansion has not yet commenced. Public statements by
officials in the industry and the government have casually endorsed
the idea of expansion, but there is the absence of a policy on the
optimal size of the industry and the balance of production and
control which would exist among the three great rural interests,
namely the state farms, the peasants and other rural interests.

There has also been no announced and definite programme of
crop diversification on estate lands. Apart from statements expres-
sing the desire to grow other crops (e.g. legumes) no programme has
as yet been put forward. The seriousness of the failure to do so is
worsened by the consideration that immediately prior to national-
isation (1975) an arbitration tribunal sitting on an industrial dispute
had agreed to award the workers certain qualified rights to out-of-
crop work.?° The government has agreed to honour this obligation.
The consequence is that efficient use of this labour in the out-of-
crop season is now linked to the whole problem of crop diversifica-
tion. To some extent plans for an optimal configuration of the
industry have been affected by the current severe economic and
financial crisis in Guyana. At the heart of the crisis is the fragility of
a small, over-specialised, primary producing country. Conse-
quently, solutions aimed at overcoming this distorted colonial
production structure are the only truly feasible ones.

The long historical process of land and capital consolidation in
sugar was finally achieved with nationalisation. This has laid the
basis for the effective unification of the two separate management
systems on the estates. It has also made more decisive the role of the
state in marketing. Prior to nationalisation, state initiatives had led
to some sales of sugar to such non-traditional markets as Algeria,
China and the USSR. This policy has continued, but the UK-EEC
market which Guyana participates in under the Lomé Convention,
remains the primary overseas marketing outlet.

Despite a few gestures such as ‘desegregation’ of school buses and
swimming pools on the estates, the system of industrial relations
continues to be confrontationist. Evidence of this is seen in that
within one year of nationalisation, the industry was plunged into its
worse strike ever, lasting 135 days. During this period, a state of
emergency was declared and the government introduced several
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thousand outside workers to harvest the cane. This heightened the
conflicts on the estates and the fact that the strike ended without an
agreed terms of resumption indicates that the situation is still grave.
While the specific issue leading up to the strike was a dispute over
profit-sharing, it was merged in the union’s presentation of griev-
ances into the more general issues of worker control, and a clear
national policy for the sugar industry and the sugar workers.2! A
policy for this sector, however, cannot be formulated in the absence
of a wider and more comprehensive set of policies for the entire
society. Sugar is too important to be dealt with inisolation. And itis
because of this interaction between sugar and society that the issues
of agrarian transformation in Guyana go far beyond the mere
creation of state property farms on the old estates.

Notes

1. This essay is based on a larger study entitled Plantations, Peasants and
State (Alternative Modes of Sugar Production in Guyana). The statistical
data cited in the text are derived from this study. The statistical tables
presented are kept to the barest minimum in the interest of space. Full
tables in the original text support the data cited here.

2. These forward contracts stipulated the number of hours of work each
day, remuneration, place of employment, etc. This was permitted by an
Ordinance of 1850.

3. See the study referred to in note 1 for fuller details.

4. The estimated capacity of the industry in 1976 was just over 400,000
tons. Only about 75 per cent of this output was achieved, and in years of
labour dispute and strikes, e.g. 1973 and 1975, output was as low as 243
and 266 thousand respectively.

S. The sugar revenue figures for 1973-5 are $137.0m, and $211.0m
respectively. For the years 1974 and 1975 this represented 43 and 44 per
cent of government revenue, respectively.

6. The data cited here are also quoted from the study referred to in note 1.
This, in turn, was based on the only recent survey available: The National
Food and Nutrition Survey of Guyana (Washington: PAHO/World
Health Organisation, Scientific Publication No. 323, 1976).

7. I have estimated that 19 individual farmers control 15 per cent of total
acreage with a mean acreage of over 130 acres per farmer.

8. Thus the estates may leave the farmers’ cane until late in the season when
the cane is overgrown, or bring it forward, if, for example, rain may cause
delays in processing. In other words, they operate on a schedule which
puts most of the risk onto the farmer, as far as possible.

9. Detailed data supporting this argument are included in the original study
referred to in note 1.
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10. Quoted in study referred to in note 1. The original source is Report and
Accounts, 1976, Guyana Sugar Corporation Ltd, p. 4.

11.Ibid., p. 11.

12. Space does not permit me to develop this line of argument. It is
important to recall the dominance of radical ideology (socialism) in
Guyana’s politics. In 1953, this led to the election to national office
(under the Colonial Authorities) of the first Marxist-led political govern-
ment in the Western Hemisphere. After 133 days of rule, the British
Government removed the government, revoked the Constitution and set
up a period of interim rule until 1957. During this period, the nationalist
movement split along racial and ideological lines. The original PPP
remains under the control of Dr Cheddi Jagan. It is Marxist-led, mainly
rural and Indian in its rank and file. The other faction became the PNC
which forms the present government. It is led by Prime Minister
Burnham. It is mainly African and urban, with a form of nationalist and
socialist ideology. Currently ‘co-operative socialism’ is its main ideolo-
gical plank.

13. The strength of this union was of such that when a poll was finally
conducted in the industry on 31 December 1975, it won 98 per cent of the
votes cast and the then recognised union won only 1.4 per cent.

14. In the long run, this policy aggravated the difficulties of the plantation
rather than eased them - largely because of unemployment, the rural-
urban drift, and inability to mechanise reaping and planting.

15. Chairman’s Statement, Annual Report of Booker McConnel Ltd, 1953.

16. The dollars quoted are Guyana dollars. The current rate of exchange is
$1US to $2.55 Guyana.

17. The Survey referred to is cited in note 6.

18. Ibid.

19. In the study referred to in note 1, state policy since nationalisation is
treated more fully.

20. After decades of worker struggle over this issue, the Tribunal recom-
mended an out-of-crop payment of $25 per week for men and $20 per
week for women. To qualify for full payment, a worker had to work 90
per cent or more of the days on which work was available over the season
of the three preceding crops. If the worker worked from 75 per cent up to
90 per cent of the available days, then men received 80 per cent of the
payment and women 75 per cent. Note that strike days are counted as
among the days available for work!

21. Because of the Sugar Levy Act of 1974, the huge profits which would
normally have accrued to the sugar companies, and which the workers
were entitled to share in because of a profit share agreement, were
siphoned off as public revenue. The workers claimed to have been
‘cheated’ since they bore the burden of all the previous years of low
prices. Underlining this dispute is the absence of a clear policy on
priorities in the use of surpluses obtained from the rural sector.



7 Ujamaa and Villagisation in Tanzania

Dharam Ghai and Reginald Herbold Green

7.1 Introduction

The strategy for rural development pursued in Tanzania since 1967
has evoked widespread interest. The centrepiece of this strategy is
the attempt to transform the rural sector through the creation of
Ujamaa! villages. As originally conceived, the Ujamaa villages are
to serve as the key institution of an agrarian system designed to
achieve simultaneously the objectives of political democracy,
economic growth and egalitarian distribution of income and
wealth.?

It is now more than a decade since the initiation of the Tanzanian
experience and its study may be of interest to other African
countries such as Somalia, Mozambique, Angola and Ethiopia
which in recent years have sought to restructure radically their rural
institutions in pursuit of these objectives. Furthermore, this experi-
ence is of interest because it constitutes a rare, if not a unique,
instance of an attempt to bring about far-reaching structural
changes in a social context characterised by the relative absence of
sharp inequalities in the rural sector and to achieve these changes
rapidly without either violent revolution or a high level of coercion.
At the time of the initiation of Ujamaa policies, the country was
largely free from landlessness, landlordism, chronic indebtedness of
the poor peasantry and other forms of oppression which character-
ise the rural societies of many countries in the Third World.

The main purpose of this study is to analyse the changes in
organisation of agricultural production introduced by the Ujamaa
and villagisation programmes since the Arusha Declaration in
1967. No attempt is made to discuss overall progress in the rural
sector or to describe and evaluate all elements of the Tanzanian
strategy for rural development. We first describe the main features



Ujamaa and Villagisation in Tanzania 233

of the pre-Ujamaa agricultural system and of the evolution of rural
institutions and policies since 1967. This provides the overall
context for a more detailed appraisal of Ujamaa and villagisation as
alternative frameworks for agricultural production.

7.2 The agricultural system prior to Ujamaa

Tanzania is a predominantly rural country. Less than one-tenth of
the population is resident in cities and towns of 20,000 or more
inhabitants. In 1967 out of a total of two and a half million
households about 350-400,000 were dependent on non-
agricultural wage employment, 150-200,000 on non agricultural
self-employment, 125-150,000 on agricultural wage employment
and 1.8-2 million on agricultural self-employment. Almost a third
of monetised, and over two-fifths of total, GDP in 1967 were
derived from agriculture. Similarly, over four-fifths of exports
consisted of either raw or processed agricultural commodities.

Tanzania is a relatively land abundant country. The population
density was estimated to be 17 persons per square kilometre in 1976
and only five per cent of the total land area was under cultivationin
that year. It has been estimated that irrigation and flood control
could increase the present cultivated area by 40 per cent and thus a
substantial land frontier exists.

The land-to-man ratio (total cultivated area divided by rural
population) was estimated to be 0.31 hectares in 1972 and the
average farm size was 1.76 hectares. The agricultural sector was,
however, dualistic and the overall average conceals huge differ-
ences in farm size between the peasant and the estate sectors. In
1961 about 900,000 hectares (more than 20 per cent of the total
cultivated area in that year) was in the estate sector. It would
appear, therefore, that even after allowing for the decline in the size
of this sector since 1961, the average farm size in peasant agricul-
ture was somewhat lower than 1.76 hectares.

In the early 1960s Tanzanian agriculture consisted of about 2000
large farms and plantations, and nearly 2 million peasant holdings.
The former comprised sisal, tea and coffee grown on large farms or
plantations, small sugar estates and mixed farms largely centred on
grain, pyrethrum and cattle. In terms of ownership patterns, about
20 per cent were company owned, 50-60 per cent were European
individual holdings, 10-15 per cent Asian family ventures and a
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handful belonged to emergent African capitalist businesses. In the
years immediately preceding independence, the large farm sector
was estimated to account for 35 per cent of marketed output and 45
per cent of agricultural exports. In addition it provided about half of
the total African wage employment.3

The dual system did not give rise to large numbers of landless
peasants or sub-marginal peasants whose survival depended on
working for large landholders. Inequality of landholding among
Tanzanians was relatively low. In 1967, the typical small peasant
family probably cultivated about 0.5-2 hectares, the typical middle
peasant 2 -7 hectares and perhaps the 50,000 proto kulaks(defined
in terms of at least one-year round employee) 5-25 hectares.
However, over 1961-7 there were signs of growing inequality. The
proto kulak group had become stronger largely through its control
over co-operatives and links with government officials, and was
perceived by many party leaders as poised to secure adoption of a
rural capitalist strategy similar to that practised in Kenya. While
freehold land tenure had been abolished in 1964, the communal
allocation system as operated via district councils had in practice
allowed some concentration of control over better quality land by
emergent capitalist farmers — perhaps most notably at Ismani in the
Iringa Region.

While 1ack of access to some land was not a problem in Tanzania,
the level of agricultural productivity and incomes was very low. Less
than three per cent of the total cultivated area was irrigated, rainfall
was erratic and insufficient in many parts of the country and soil
fertility was generally low. Peasant agriculture was characterised by
extensive and shifting cultivation with almost exclusive reliance on
manual labour working with simple tools. Moreover, apart from
regions where cash-crop production has become well established,
peasant production was predominantly subsistence level and used
no modern inputs.

The nature of agricultural production and the pattern of rainfall
and soil fertility were among the factors which had given rise to a
highly dispersed distribution of population.

It is estimated that by 1967 only some 15 per cent of the rural
population lived in villages or small towns. The majority lived in
scattered homesteads or hamlets of two to five families. Another 15
per cent were pastoralists with seasonal residential rotation pat-
terns. This pattern of settlement meant that, purely from the
standpoint of the conditions of agricultural production, the various
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villagisation programmes might be regarded as attempts to change
from an extensive to an intensive, non-shifting mode of cultivation.
Hours worked by peasants and pastoralists probably amounted to
an annual average of about 1000 for men and 1250 for women
(including water and firewood collection and housebuilding but
excluding other non-agricultural economic activity) except in the
minority of the country with two rainy seasons and two crops. This
low level of labour utilisation (125 to 160 eight-hour days) was
caused by a number of factors: (i) the absence of irrigation which
prevented the growing of a second crop; (ii) the constraints on
acreage from peak labour requirements in the land preparation and
harvesting phases; (iii) the limits on joint infrastructure or directly
productive investment imposed by isolation, limited peasant organ-
isation and low governmental support; and (iv) the related limited
opportunities for non-agricultural income generating activities.

7.3 The evolution of agricultural organisation and policy:
1967-77

The agricultural system as it had evolved during the colonial era and
in the early years of independence was generally recognised to
suffer from a number of weaknesses. As indicated in the previous
section, these included the existence of dualism, growing economic
differentiation among smallholders and regions, low productivity
and a low level of labour utilisation in the smallholder sector and the
pattern of rural settlement with a preponderance of isolated home-
steads spread over a vast country. It was mainly to overcome these
weaknesses that the concept of an agrarian system based on Ujamaa
villages was first put forward by President Nyerere.

Although experiments in communal farming and village settle-
ment had been pursued in the years preceding and following
independence, it was the Arusha Declaration, issued in February
1967, which marked a decisive turning point in the search for
institutions and policies aimed at building rural socialism. Its central
themes were self-reliance, rural development, public control over
the economy and social equality. While these have now become
familiar themes in the literature on development policy, in 1967
they represented a sharp break from the established priorities in
most post-independence African societies. The Declaration itself
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was followed by a wide-ranging programme of nationalisation of
large enterprises in banking, insurance, external trade, manufac-
turing and agriculture. Equally critical was the enforced separation
of party office and middle or higher level civil service and parastatal
employment from private business involving hired labour or rental
of property. But the Declaration contained no overall framework
for the development of rural socialism. This was provided by the
presidential paper Socialism and Rural Development, published in
September 1967. Since this paper constitutes the most authoritative
and systematic Tanzanian statement on the ultimate goals and
forms of rural socialism and has continued to exercise major
influence on rural policy, it is important to highlight its key points.

In this paper President Nyerere argues that rural socialism in
Tanzania must be built on the principles embodied in the African
extended family system. These were respect for the individual,
sharing of ‘all the basic goods’, reasonable equality in ownership of
land and cattle and ‘an obligation to work’. However, the traditional
system had been seriously eroded by colonialism and was both too
small and technically too weak to be suitable for simple revival. The
modern version of the traditional family should be co-operative
communities: villages with common ownership of basic productive
assets and sharing of proceeds ‘according to the work done and to
the needs of the members’. Organisation of collective agricultural
production at the village level would also make it possible to benefit
from modern techniques of production. The creation of such
Ujamaa villages must be guided by three principles: first, moves
towards Ujamaa must be made voluntarily by the members and
through their own efforts — ‘socialist communities cannot be estab-
lished by compulsion’; second, there must be a step-by-step
approach, starting with co-operation in a few activities and pro-
cesses and gradually extending it to other areas; third, ‘village
democracy must operate from the beginning; there is no alter-
native if this system is to succeed’.

Nyerere envisaged three distinct stages. In the first stage the
scattered smallholders would move into villages to facilitate the
distribution of services and to organise production more efficiently.
In the second stage each village would initiate communal activities
in an embryonic form. In the third and final stage the villagers would
be persuaded that communal activity was the superior form of
organisation and, as a result, would convert themselves into predo-
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minantly communal farmers with some provision for private plots.
To date the last stage has not been reached; individual smallhold-
ings remain the overwhelmingly dominant form of organisation.

This idealistic vision of self-reliant, democratic, egalitarian and
co-operative Ujamaa villages employing progressively more mod-
ern techniques of production inspired earlier efforts in communal
farming and villagisation and continues to be the ultimate objective
of rural policies. But in the implementation there have been shifts of
emphasis in relation both to communal production and to the timing
and mode of establishment of villages.

Alongside these proposals for the socialist transformation of the
peasant sector measures were also taken to nationalise the estate
sector. We shall first describe the changes in the estate sector before
going on to analyse the villagisation programmes.

(a) The estate sector
The estate and large farm sector was largely converted into para-
statal enterprise units over 1967-77. In 1967/68 and 1971-3
sisal estates were nationalised, and in 1974/75 nationalisation was
extended to the mixed farms and coffee estates. A principal aim of
nationalisation was to end the anomaly of large, private European
farms in the midst of small African peasant holdings designed
eventually to lead to communal farming. Very few large units were
broken up or turned into worker co-operatives, as opposed to
parastatal farms. Thus the parallel systems remain although with
different patterns of ownership, income structure and surplus con-
trol. A few private plantations remain in sisal, tea, sugar and
tobacco but the sector is now small and constricted and is not
perceived as a threat to the implementation of rural strategy.
Tanzania has put little in the way of resources into state farms
beyond parastatal ventures in sugar, sisal, tea, cattle and wheat.
State farms have occasionally enjoyed brief vogues but never a
significant share of resources. Large-scale parastatal or joint ven-
ture units in grain have been limited to wheat (where technical
problems limit, or are believed to limit, smallholder production)
and seed multiplication. Discussions of large-scale joint venture
farms with foreign firms have occurred on and off for a decade and a
half, but no actual deals have been concluded. While the division of
labour is not clear, it is roughly the case that the parastatal ventures
should limit themselves to acquired plantations, products posing
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special problems for smallholder output (namely, sisal, sugar, wheat
and seed multiplication) and activities to complement (e.g. cattle
fattening) or to stimulate (e.g. export horticultural core farms)
peasant production. The large-scale rural sector will not be con-
sidered further in this study.

(b) Patterns of villagisation
Before proceeding to describe the progress in villagisation it will be
useful to clarify a few key concepts. The term ‘villagisation’ will be
used to describe the process of resettling hitherto scattered or
pastoral population in permanent settlements. ‘Ujamaa’ involves
villagisation but has broader political and organisational objectives
including eventual collectivisation of farming; it is thus a specific
type of villagisation. Until 1973, the two terms could be used almost
interchangeably since virtually all villagisation was inspired by the
Ujamaa model. Since then, however, there has been a massive drive
towards villagisation per se with the major emphasis on grouping
people in permanent settlements. Collective cultivation as a short-
term goal has been abandoned in these development villages.
Table 7.1 shows the growth in the number, average and total
population of villages over the period 1967-76. After a relatively
slow start in 1967 -8, following a call by President Nyerere to ‘go
Ujamaa’, there was a big spurt in the growth of villages over the

Table 7.1 Growth in Number, Average and Total Population of Villages

Total Percentage
Year Average Population of National
(March) Number Population (’000) Population
1967 48 104 5 0.04
1968 180 322 58 0.5
1969 809 371 300 25
1970 1956 272 531 43
1971 4484 345 1545 123
1972 5556 357 1981 15.3
1973 5628 360 2028 153
1974 5008 511 2560 17.6
1975 6994 1260 9140 61.6
1976 7684 1703 13061 85.0

Source United Republic of Tanzania, Maendeleo ya Ujamaa, Prime
Minister’s Office (various years).
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period 1969-71, raising the total village population from 58,000in
1968 to over 1.5 million in 1971. The lull from 1972 to early 1974
was again followed by massive regional and national ‘operations’
under which vast numbers were moved to villages raising the
proportion of village population from less than 18 per cent in March
1974 to over 60 per cent in March 1975. Nearly 90 per cent of the
rural population was reported to be living in villages at the end of
1976.4 Thus, in little over two years, nearly 10 to 11 million people
were incorporated into villages.®

There is a great deal of variation in the size of the village
population, but the average has tended to rise, especially since
1970. There were particularly sharp rises in 1975 and 1976. The
average population of a village in 1976 was nearly five times greater
than in 1971.

Typically, the establishment of an Ujamaa village involved settle-
ment on new lands. In the early years, and indeed right up to 1973,
the greatest progress in villagisation had been made in areas of low
potential with sparse population depending largely on subsistence
farming. Conversely, densely populated districts, in which cash crop
production was most developed and where individual rights in land
were most entrenched, were least affected by the Ujamaa
movement.®

Impatience with the slow progress in villagisation led to the
adoption of a ‘frontal’ approach in 1969. Instead of relying solely on
exhortation, an element of inducement was added through provi-
sion by the government of transportation, building materials,
machinery, food, funds, etc. The years of consolidation — 1972/73
and the early part of 1974 — were followed in 19746 by large scale
‘operations’ under which vast numbers of peasants were moved to
villages. This marked a turning point in the approach towards
villagisation. The government and the party came to play the
dominant role in planning and implementing village settlements.
The voluntary nature of the movement gave way to compulsion and
instances of the use of force to move peasants were not unknown.
At the same time, the emphasis shifted away from the creation of
Ujamaa villages with communal production to mass villagisation
based on block farming (in which peasants cultivate individual
holdings within an overall block of land allocated to the village).
While in the earlier phase of villagisation, the Ujamaa villages
received favoured treatment in the allocation of funds, machinery,
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agricultural staff, fertilisers, etc., this ceased to be the case from
1973 onwards.

The Villages and Ujamaa Villages Act of 1975 provides the legal
institutional framework of the villages. It provides for registration
of villages by a Registrar, thereby conferring legal status and certain
rights and obligations. Under the Act, the village is deemed to be a
multi-purpose co-operative society. There is provision for the
constitution of a village assembly, consisting of all persons aged 18
years or over, and for the election of a village council by the village
assembly. The village council is empowered to do ‘all such acts and
things as are necessary or expedient for the economic and social
development of the village’. It can plan and co-ordinate the work of
villagers engaged in agriculture or other activities. It is also empow-
ered to set up committees dealing with such subjects as finance and
planning, production and marketing; education, culture and social
welfare; works and transport; and security and defence. A village
may be designated as an Ujamaa Village by the Registrar when it is
established that a substantial portion of its economic activities are
being undertaken on a communal basis.

(c) Parallel policy changes

These changes in policy relating to organisation of agricultural
production were accompanied by equally far-reaching changes in
other aspects of rural policy. In 1972/73, there was a major attempt
at decentralisation of rural development programmes. The regional
and district administrations were strengthened and invested with
additional powers, responsibilities and resources. The role of the
parent ministries was reduced to preparing broad policies and
guidelines. In 1976 the government abolished all primary market-
ing co-operatives and co-operative unions. Their purchasing and
marketing functions were to be shared between the parastatal crop
authorities and the newly-established village multi-purpose co-
operative societies.

There were also significant shifts in agricultural pricing policy.
After a period of relatively constant producer prices for most of the
export and domestic crops for nearly a decade ending in 1973/74,
the prices were raised sharply in the subsequent years (Table 7.2).
The price of maize was raised more than three-fold between
1972/73 and 1976/77; that of wheat more than doubled between
1973/74 and 1976/77 and that of pyrethrum and fire-cured tobacco
nearly doubled over the same period. The terms of trade for
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agriculture declined significantly between 1961 and 1967 and again
from 1970-3. There was, however, a sharp improvement in
1973-5, followed by a deterioration again in 1976/77.7

7.4 Impact on distribution and production

It is virtually impossible to make a quantitative estimate of the
impact of Ujamaa and development villages on overall agricultural
output and income distribution in the rural sector. This is so
primarily for three reasons. Firstly, the data on rural income
distribution are grossly inadequate. Secondly, the changes in settle-
ment and production patterns have been phased over a number of
years, culminating in mass villagisation only over 1974—-6. Thus the
period since the completion of this programme is too recent to
permit any worthwhile quantitative analysis. Thirdly, the period
since 1967 has been marked by other major policy changes which
have an independent and significant effect on agricultural produc-
tion and income distribution. There have been changes, for in-
stance, in the terms of trade faced by the agricultural sector, in the
role of co-operatives and in the government administration of rural
development programmes. Thus, while a quantitative analysis is
ruled out, it is still possible to assess in qualitative terms the impact
of the institutional changes on some aspects of agricultural produc-
tion and income distribution. This assessment is based on the
characteristics of the new institutional arrangements and on infor-
mation contained in some micro-level studies.

In an Ujamaa village, a certain amount of land is set aside for
communal farming. Members of the village are also allocated
personal plots for construction of dwellings and for family cultiva-
tion. They are required to work for a specified time on communal
farms and other joint activities, the balance of the time being
available for work on personal plots. Income from communal farms
is distributed among members either on a time- or piece-rate basis.
In a ‘development’ village, on the other hand, members cultivate
personal plots which form part of a block, thus facilitating, if
necessary, mechanised land clearing and cultivation. There may be
little or no communal farming or other co-operative activities.

Among the potential economic benefits of the Ujamaa system are
a relatively egalitarian distribution of wealth and income, and
greater efficiency in production and economies in the provision of
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public economic and social services. In this section, we investigate
the extent to which these benefits have been realised in practice
under Ujamaa and villagisation.

(a) Impact on land and income distribution

In the rural peasant economy of Tanzania, the main sources of
wealth are land and, to a much lesser extent, livestock. Disparities in
landownership arose primarily from the existence of a few planta-
tions and large mixed farms. The majority of these were national-
ised in the wake of the Arusha Declaration and became known as
state farms. The distribution of land in the smallholding sector
which accounts for over 90 per cent of the rural population was
relatively egalitarian. The pattern of land distribution in the country
is illustrated in Table 7.3.

Table 7.3 Size Distribution of Land, 1972

Farm size (ha) Number of holdings % of Total Holdings

<0.5 771954 31.5
0.5-1.0 651386 26.6
1.0-2.0 605291 24.7
2.0-3.0 218375 8.9
3.0-4.0 88696 3.6
4.0-5.0 49985 2.0
5.0-10.0 53252 2.2

>10.0 11625 0.5

Source 1972 Agricultural Survey (preliminary results)

It will be noticed that well over 90 per cent of the holdings are less
than three hectares, and slightly less than 60 per cent are below one
hectare. Only 0.5 per cent of the holdings exceed 10 hectares.?
While in most parts of the country arable lands are equitably
distributed, there are high potential, densely populated areas such
as in Arusha, Kilimanjaro, West Lake, Iringa and Mwanza regions
where disparities in land distribution are more pronounced and land
is becoming increasingly scarce. However, in relation to the situa-
tion in many developing countries, land distribution even in these
areas would appear to be relatively even as shown in Table 7.4 for
the West Lake Region.

The establishment of Ujamaa villages should in principle contri-
bute to a more egalitarian pattern of landholdings. This is because
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part of the land is collectively cultivated while the remainder is
distributed equally as personal plots. In actual practice, it would
seem that because of the small area of land under communal
cultivation, and the geographical pattern of the location of Ujamaa
villages, the impact of the Ujamaa system on land distribution has
been relatively marginal. There are no countrywide figures on the
share of the communal sector in total cultivation and production but
one estimate put collective production at less than five per cent of
total agricultural production in 1973.° The share of communal
cultivation may have increased marginally in the intervening
period, but as indicated earlier, the big leap in villagisation in
1974-6 did not involve an appreciable increase in communal
farming. On the other hand, there is scattered evidence that some
original communal farms have been distributed as personal plots.1°

A high proportion of Ujamaa villages were set up in new settle-
ments with no previous cultivation. Furthermore, there was a
tendency for such villages to concentrate in areas with low popula-
tion density, a preponderance of subsistence activities and low-
potential land. Ujamaa villages tended to attract poorer peasants
and landless persons and to that extent, they undoubtedly made a
contribution to better land distribution. But this contribution con-
sisted more in opening up and settlement of new areas than in
redistribution of the already cultivated land especially in high
potential, land scarce areas.!!

The mass villagisation of 1974-6 has been quantitatively more
important in promoting better land distribution. Although in these
villages, there is insignificant collective farming, each family is
allocated an equal amount of personal plot whose size, however,
may vary from one village to another, depending upon soil and
climatic factors.'? In some of the more densely populated parts of
the country with high value and perennial crops grown on individual
holdings, however, villagisation amounted to little more than de-
marcation of boundaries leaving the pattern of land distribution
essentially unchanged.

To summarise this section, the new institutional arrangements
associated with Ujamaa and development villages have contributed
to a more egalitarian land distribution with the latter playing a more
important role.

Regardless of the minimal contribution of communal ownership,
it could still be argued that the equal distribution of privately-
owned land, carried out on all new settlements, represented a
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significant improvement over the pre-existing distribution of land
among the previously non-villagised population. Perhaps of even
greater significance is the framework they have created for an
equitable growth pattern in the future. Ceilings were imposed on
the size of personal plots in Ujamaa and development villages and
restrictions were placed on the hiring of workers on individual
farms. These measures were designed to prevent the growth of
inequality in these villages.

Apart from land, the other main form of rural asset is livestock.
There is considerable disparity in livestock ownership in areas
where livestock accounts for a major proportion of economic
activity. But while it is quite common for an Ujamaa village to have
a small communal herd, there were very few instances of private
herds being pooled together to create communal herds. Likewise
the villagisation of the past few years seems to have had practically
no impact on the structure of livestock ownership.

Hand tools — hoes, axes, shovels —are the most widespread aids to
human labour. These continue to be personal property under all
institutional forms - the traditional smallholdings, Ujamaa and
development villages. As we shall see later, at one stage an effort
was made to promote the use of more advanced technology —
ox-ploughs and tractors — in Ujamaa villages under communal
ownership. But tractors and ox-ploughs continue to be individually
owned in development villages.

Several factors in the Ujamaa and development village system
could be identified as being conducive to egalitarian growth. The
ceiling on the size of personal plots in Ujamaa and development
villages has been effective but restrictions on the hiring of perma-
nent workers on individual farms have not always been enforced.
The methods of remuneration for work on communal farms rein-
force the egalitarian thrust of the Ujamaa system. In the majority of
cases, payment is based on number of days worked and except for a
very few jobs requiring higher skills, workers are paid the same per
unit of time worked. Furthermore, the gradual expansion of the
communal sector in non-farming activities is likely to limit
economic differentiation. Typically, in an Ujamaa village, enter-
prises such as village shops, blacksmithing, milling, butchery, car-
pentry etc. tend to be communally owned. While thus there is a
strong presumption that Ujamaa tends to generate a more
egalitarian pattern of income distribution than alternative produc-
tion systems, there are unfortunately few empirical studies which
investigate these issues in a systematic and rigorous manner. 3
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(b) Organisation and efficiency of production
One of the reasons for the move towards Ujamaa was its alleged
superiority in efficiency over smallholder agriculture. It was argued
that collective cultivation would lead to improved yields and higher
productivity through specialisation and division of labour, adoption
of more advanced technology, fuller utilisation of labour and more
effective and lower cost provision of services such as extension
advice, marketing, credit, and supply of inputs like fertilisers, seeds,
etc. We examine here the Ujamaa experience with respect to
production technologies, employment promotion and yields.

Although experience with the capitalised settlement schemes of
the early 1960s had been largely negative and Ujamaa villages were
expected to be self-reliant and move gradually to greater mechan-
isation, in actual practice the Government attempted in many of the
schemes initiated in 1968/69 to bring about swift transformation in
production methods through the introduction of heavy machinery
and modemn inputs such as fertilisers and insecticides. These were
either provided freely or heavily subsidised. For instance, the
Ismani maize credit scheme initiated in 1972/73 represented an
attempt to transform maize production through the use of tractors,
hybrid seeds, fertilisers and insecticides on communal farms.
Similarly, in the Ujamaa villages started around 1968 in Karagwe
and Butoba Districts in West Lake Region, ‘new and improved
seeds . . . were introduced and some agricultural mechanisation was
begun. Tractors with ploughs and planting machines replaced
human labour input in cultivation and planting’.!s

On the whole, the attempt to transform agricultural production
on communal farms through heavy machinery did not prove
economical. The increase in yields, except in tobacco growing areas,
were not adequate enough to justify mechanisation. Production
often suffered because of machinery breakdown and delays in
repairs or in receipt of spare parts. Gradually there was a shift of
emphasis in favour of intermediate types of technology such as
ox-ploughs.!¢ The bulk of the Ujamaa villages established in subse-
quent years did not benefit from such provision of machinery and
inputs from the government and the techniques of production on
such farms differed little from those on private holdings.!” Ujamaa
villages might be expected to lead to a higher level of labour
utilisation because of greater possibilities of crop diversification,
easing of seasonal labour bottlenecks through selective mechanisa-
tion, compulsory work on communal farms and non-farming com-
munal activities. There is little hard empirical data on comparative
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labour utilisation in Ujamaa villages and on traditional small-
holdings.’®* The potential for generating higher levels of em-
ployment through crop diversification and selective mechanisation
seems to have been exploited only exceptionally. To the extent that
Ujamaa villages have been able to enforce regulations on compul-
sory work on communal farms, this is likely to have increased the
overall supply of labour.

Labour mobilisation on non-farming projects has been far more
important in generating higher levels of labour utilisation. The
establishment of new villages is associated with a massive amount of
construction work involving houses, communal buildings, roads,
etc. In addition, there is evidence of labour mobilisation on a
continuing basis in the construction of new classrooms, health
centres, workshops, storage facilities, day-care centres, irrigation
works, water supplies, etc.!? Villagisation has also made it profitable
to establish a wide range of manufacturing, processing and servicing
activities such as flour-milling, blacksmithing, furniture-making,
brick-making, manufacture and repair of farm implements and
handicrafts. For instance, in Dodoma district, by February 1975, 51
grain mills were being operated by villages and 7 villages had
blacksmiths’ or carpenters’ shops.2°

The stimulation of non-farming activities has been made possible
by villagisation as such and not necessarily by Ujamaa, although
mobilisation of labour for communal infrastructural projects is
clearly facilitated in situations where co-operative methods of work
are understood and well-established and where there is an assur-
ance of equitable distribution of the benefits generated by projects
of this nature.

Indicators of efficiency in cultivation are provided by such meas-
ures as overall factor productivity, output per acre and per man. A
number of attempts have been made to measure the efficiency of
Ujamaa production and to compare it with cultivation on individual
smallholdings. But most of them suffer from a number of drawbacks
which limit the validity and usefulness of their results. In the first
place, the Ujamaa experience is characterised by such diversity of
conditions and results that generalisations based on one or a small
group of villages are apt to be misleading. Secondly, the data used in
many of these studies are recognised even by the authors to be
deficient in several respects. Thirdly, many of the studies were
carried out in the early phases of the establishment of Ujamaa
villages and therefore reflect the inevitable difficulties associated
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with a major change in systems of production. It is significant that
there have been practically no studies of production at the village
level over the past three to four years. Fourthly, in comparing
Ujamaa and smallholder production, few if any studies have attem-
pted to isolate the impact of such relevant variables as the quality of
land, background of farmers and access to other inputs. Finally,
hardly any of these studies has compared production performance
in a fully-fledged Ujamaa village with smallholder production.?!
They have generally sought to compare production on communal
farm and individual holdings in the same village. Since communal
farming in such situations is regarded as additive to family holdings,
it is not surprising that it shows lower yields. Such limitations of data
and methodology must severely limit the value of their findings on
the efficiency of Ujamaa production.

There are instances of some Ujamaa villages where there is
significant collective production and output growth, and yields and
labour productivity compare favourably with the individual small-
holdings in the neighbourhood.?? But it would appear that such
villages constitute a relatively small proportion of total Ujamaa
activity. Certainly, the majority of the studies on communal farming
indicate a variety of production difficulties and show lower yields
than on individual smallholdings.

Boesen et al found relatively poor yields in the ten Ujamaa
villages in Ngare, five in Karagwe and six in Bakoba Districts.?
Sumra found the average yield for all crops in the Handeni Ujamaa
villages that he studied lower than on smallholdings.?¢ Likewise, in a
survey of 14 Ujamaa villages in Ismani, the average yield of maize
for 1971/72 was 595 kilograms per hectare, while the individual
farm averaged 869 kilograms despite the fact that Ujamaa farms
applied fertilisers while individual farms did not.?s In a study of
Ujamaa villages in Iswiga, De Vries and Fortmann found that
returns on communal farms averaged five shillings per man-day as
compared with seven shillings on individual smallholdings.2

These results should be interpreted in the light of the remarks
made earlier on the data and methodological limitations of many of
these studies. Nevertheless, there appears to be adequate evidence
from studies carried out in different parts of the country to warrant
the conclusion that barring some cases, communal farming in
Ujamaa villages has encountered serious production problems and
has experienced lower yields and lower productivity than on
comparable individual smallholdings. Perhaps the most important
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reason for lower yields and productivity on Ujamaa farms is to be
found in the priority given by members to work on personal plots.
This in turn is both a consequence and a cause of lower returns to
labour in the communal sector. Under Ujamaa farming system,
each member is allocated a personal plot in addition to being
required to work on the communal farm. For the great majority of
Ujamaa villages, the size of personal plots available to a household
is several times its share in a communal farm. The peasants are
expected to meet the household food requirements from personal
plots while the bulk of the output from the communal farms is
intended for sale. Each Ujamaa village specifies the required days
of work on communal projects.?’ But it proves difficult in practice to
enforce these rules. In particular, communal farms find it difficult to
secure adequate labour during periods of peak labour demand.?8
Faced with a choice between allocating his scarce labour on a
personal plot to grow foodcrops and the communal farm with
uncertain and distant returns it is understandable if the peasants opt
for the former.? While the returns from work on personal plots
accrue entirely to the family, this is not the case with the communal
farm part of whose produce must be allocated for future investment,
or to meet other charges. Many Ujamaa villages were also dogged
by poor leadership, financial mismanagement, corruption and use
of communal property and means of production for accumulation of
personal wealth.30

It is important, however, to place the relatively poor performance
of communal farming in proper perspective. Communal farming
had, in many instances, to overcome two difficult obstacles simul-
taneously. In Ujamaa villages based on new settlements, the first
obstacle was the technical one of a transition in cultivation methods
from an extensive to an intensive type. At the same time, however,
large-scale collective farming, a new form of agricultural organisa-
tion for the peasants as well as for government officials, had to be
introduced. This raised new problems of work organisation, dis-
tribution of income and devising appropriate incentives. In the
absence of qualified and experienced persons, satisfactory solutions
to these problems could only be found over a period of time. Some
of these problems were compounded by the fact that often Ujamaa
villages were set up in haste in disregard of such crucial factors as
soil suitability or nearness to water. An obstacle suffered by most
Ujamaa villages, and especially the larger ones, in comparison with
smallholdings, was the time taken in travelling to and from the
communal farm.3! Furthermore, as noted earlier, in the early years
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Ujamaa villages tended to attract landless or poorer peasants with
less knowledge and experience of improved cultivation practices
than the better-off farmers who seldom showed much enthusiasm
for communal farming. All these factors have thus to be borne in
mind when comparisons are made between the performance of
communal and smallholder farming. In particular, in comparing
communal farming on new settlements with smallholder agriculture
in long-established settlements, due allowance would have to be
made for the dual transition involved in establishing communal
farming.

(c) Provision of social services

One of the major arguments in favour of villagisation has been the
possibility of provision of social and economic services to the rural
areas in a more effective and economical manner. This argument
has been used, for example, with respect to health services, inclu-
ding family planning; education, especially adult literacy and uni-
versal primary education; water supply; transportation; irrigation
and electricity. Indeed one of the main criteria used in the siting of
villages was the existence or proximity of certain core services such
as schools, medical facilities and a transport network. There has
been a rapid expansion of many of these services in the past few
years; the achievements in adult literacy and primary education,
health and water supply, as shown below, have been especially
noteworthy. The overall progress has been accompanied in most
cases by sharp reductions in regional disparities as shown below.

Access
Population to Enrolment
Per Rural  Rural Rate,
Health Water Primary
Centre Supply  Illiteracy = Education
National 1970 187901 13% 67.7% 34.7%
level: 1975 98650 25% 38.7% 54.4%
Coefficient
of regional 1970 0.58 0.53 — 0.22
variation: 1975 0.30 0.25 0.26 0.23

Source R. van der Hoeven, Meeting Basic Needs in a Socialist
Framework: The Case of Tanzania (Geneva: World Employment Pro-
gramme Working Paper, ILO, 1978).

It has been argued that the villagisation programme made an
important contribution to the rapid expansion of such services,
especially of adult literacy.3? With the bulk of the rural population
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living in villages, the potential for accelerated expansion of these
services to meet the ambitious national targets has greatly
increased. There should thus be major gains in this area in the
coming years.

7.5 Conclusion

In the decade since the Arusha Declaration, the pattern of rural
settlement has been transformed from isolated homesteads to
communal living in villages. The villages have been endowed with
institutions to facilitate self-government and economic and social
planning. The mode of production exhibits wide diversity. There
are a small number of villages where communal cultivation is
significant, but in the overwhelming majority, smallholdings con-
tinue to be the dominant mode of agricultural production. In the
cases of the newly settled villages in which smallholding predomi-
nates, the difference from the earlier pattern is that instead of
practising shifting cultivation in isolated holdings, each family
engages in settled agriculture on relatively equal size plots forming
part of a block farm. In some of the more densely populated areas
such as parts of the Arusha and Kilimanjaro regions, the existing
settlements were designated as villages with minimal changes in
patterns of land distribution. While collective agricultural produc-
tion forms a negligible proportion of total output, communal initia-
tives have been far more important in rural public works and
non-farming productive enterprises. This is so even in those villages
which may not practise any collective agriculture.

It is not possible yet to evaluate the impact of these institutional
changes on the overall production, accumulation and income dis-
tribution in the rural areas. On a priori grounds, and on the basis of
some fragmentary empirical evidence, it would appear that at the
micro-level Ujamaa and development villages have had a positive
impact on land and income distribution. They have also facilitated a
rapid expansion and equitable distribution of social consumption.
Further, there has been a significant rise in labour utilisation and in
rural capital formation associated with an increase in the volume of
rural works.

The communal farms have, however, encountered production
difficulties with resultant low yields. These difficulties derive mainly
from the fact that communal farming has been regarded as additive
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to basic household plots and has thus suffered from irregular, and a
low level of, labour participation. Not only are personal plots in
general several times the household share of communal farms, but
they are expected to provide the family with its food requirements.
Furthermore, the returns from communal farming are subject to
various deductions. It is, therefore, not surprising that in their
decisions on labour allocation the peasants have tended to give
preference to personal plots over communal farms. Other con-
tributory factors to low yields have been lack of experience with
work organisation and remuneration methods in collective farming.
For collective farming to advance significantly it would be necessary
to resolve the problem of balancing incentives for private and
communal work.

The new system provides the institutional framework for an
egalitarian pattern of growth, especially in the newly settled vil-
lages. Its essential features are distribution of land by villages on a
relatively equal basis; restrictions on permanent wage employment
on family farms; existence of collective activities of varying impor-
tance in cultivation, infrastructure development, commerce, pro-
cessing, manufacturing and transport and public organisation of
marketing and distribution of inputs. In the short term, the critical
questions are whether direct labour investment, commerce, proces-
sing and manufacturing can be consolidated and expanded on a
largely communal basis. Peasant production on relatively equal
holdings within a public sector marketing framework have estab-
lished the pre-conditions for rapid growth of communally organised
physical investment and non-agricultural productive activity. In-
deed, the experiments with village implement services and work
teams in some block farm development villages suggest that if the
other communal production is successful and provided appropriate
incentives are given, a gradual shift towards more communalisation
of agricultural production is not unlikely.

On balance, the new institutional framework should have a
positive effect on growth of agricultural output. Greater use of joint
extension demonstrations, grouping peasant farms in block farms,
and village planning and provision of supporting services such as
storage, marketing and transport are likely to raise output. Agricul-
tural output should also benefit from improvements in social and
economic infrastructure made possible by villagisation. Balancing
these factors are some problems associated with the new pattern of
settlement. These include the greater distance between farms and
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dwellings, danger of soil deterioration from settled agriculture and
over-grazing by cattle and animal damage to crops. The govern-
ment policy on agricultural prices and, more generally, on the
provision of appropriate individual and collective incentives will be
a critical factor in determing the prospects for growth. Furthermore,
given the heterogeneity of the country and the low level of techno-
logy, agricultural growth will depend heavily on success in devising
chemical and biological innovations suited to the ecological and
climatic diversity of the country.
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