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The re la t ionship between urbanization and land reform is indirect .  

Rural areas in most countries, developed and underdeveloped, a re  over- 

occupied (40) re la t ive  t o  urban areas.  Empirically, t h i s  is regis tered 

i n  terms of lower wage r a t e s  or labor income t o  workers of equivalent 

s k i l l  in the r u r a l  sectors.  A s  a consequence, most r u r a l  sectors 

experience out-migration. I f  the out-migration continues suf f ic ien t ly  

long, ultimately there  w i l l  be an absolute reduction of r u r a l  families,  

such t h a t  man-land r a t i o s  w i l l  ameliorate. Very few l e s s  developed 

countries are  in t h i s  position, however. I n  most cases, out-migration 

simply reduces the r a t e  a t  which man-land r a t i o s  deter iorate .  High 

urban b i r t h  r a t e s  i n  present-day l e s s  developed countries mi l i t a t e  f o r  

a more drawn out solution i n  these countries than occurred i n  Western 

Europe and the United States.  

Paucity of value terms f o r  land values and a tendency t o  in te l lec tu-  

a l l y  i so la te  the farm sector analysis, lead t o  a sectoral  dichotomy i n  

viewing resource a l locat ion and income and wealth dis t r ibut ion.  The 

sectors cannot be isolated within a concept of economic efficiency or  of 

socio-pol i t ical  modernization. For t h i s  reason focus of the  rural-urban 

interre la t ionships  i s  cen t ra l  t o  our inquiry. 

Urbanization is sometimes thought of a s  d i r ec t l y  re la ted  t o  indus t r ia l i -  

zation. Here again, the  re la t ionship i s  not d i r ec t .  Although much urban 

growth i n  the  present-day world i s  associated with factory system, 



bureaucraticized employment i n  public administration and commerce 

antedate the  factory system in manufacturing production. Moreover, 

s ignif icant  proportions of urban populations consis t  of dependents 

outside t he  labor force.  Given high urban b i r t h  r a t e s  i n  the  l e s s  

developed world these proportions a re  higher than comparable ones in 

Western Europe and the  United Sta tes .  

Empirical evidence r e l a t i ng  t o  the  absorption of r u r a l  population 

in urban areas and incomes accruing t o  such persons i s  both imprecise 

and incomplete. However, su f f ic ien t  da ta  a re  available t o  s t a t e  t he  

following: 

( 1 )  Urban unemployment, whether including some concept of 

underemployment or  not, i s  high and r i s i n g  in a wide var ie ty  of 

developing countries. 

( 2 )  Real wage incomes t o  agr icu l tu ra l  manpower a r e  lower than 

those t o  urban workers a s  an almost universal  proposition. 

( 3 )  Most urban sectors in l e s s  developed countries have 

segmented labor forces -- employees in the  modern, bureaucrati-  

cized, factory system component and a p e t i t e  industry, self-employed, 

and "service" component which includes " the  underemployed, the  

unproductively employed, and persons in precarious employment." 

(33, P* 62) 

( 4 )  Wage incomes i n  the  "modern" urban component a re  usually 

higher th?n those af urban workers of apparently equivalent s k i l l  

outside t h i s  component. 



My analys is  of t h e  empirical  information, presented graphically 

in Figure 1, emphasizes labor market imperfections, especia l ly  t h e  

incamci ty  of urban labor economies t o  r e l y  upon t he  d i sc ip l ine  of 

t he  market. In  socio-pol i t ica l  terms, t h i s  means t h e  modernizing 

po t en t i a l i t i e s  of the  urban conglomeration a r e  not f u l f i l l e d  because 

of t he  prevalence of asc r ip t ive  ra the r  than achievement-oriented norms. 

Workers of equivalent s k i l l  migrating from r u r a l  areas  cannot d i r e c t l y  

compete with incumbents and so a r e  not integrated i n t o  t he  "modern1' 

sector.  Thus the  non-modern urban component, including t he  unemployed, 

a r e  discriminees who en t e r  t he  mde rn  sector  only a s  res idua l  claimants. 

Rural workers a re  a l s o  discriminees in t h a t  t h e i r  movement i n t o  the  

modern sector  i s  even l e s s  probable. 

Admission t o  higher s k i l l  l eve l s  i n  t h e  urban sector  is  l a rge ly  a 

function of public educational  investment. Such funds a re  scarce and 

a r e  administrat ively a l located.  In such a l locat ions ,  rural sector  

children a r e  almost universa l ly  disadvantaged. This limits p o s s i b i l i t i e s  

f o r  modernizing t h e  r u r a l  sector  a s  well a s  f o r  a ra t ional ized,  moderniz- 

ing labor  force organization. My analys is  introduces two concepts r e l a t i ng  

t o  labor force  investment -- t h e  discriminee's  b i l l  and t he  f i nde r ' s  fee .  

The concept of t he  discriminee's  b i l l  covers t he  redress  of exports  of 

public investment. More important here i s  t h e  implication of t he  f inder  ' s 

fee ,  which suggests a more e f f i c i e n t  means of a l loca t ing  educational 

investments by discovering educable youth, especia l ly  those i n  r u r a l  

areas,  so  a s  t o  maximize re tu rns  t o  human investment. 



In  the special  case in which labor productivit ies may be below 

subsistence or  i n  which extended family, clan, or t r i b a l  organization 

in r u r a l  areas l imi t  the usefulness of marginal productivity analysis, 

there ex i s t s  the  serious poss ib i l i ty  of foregone agr icu l tura l  production 

resul t ing from a premature out-migration from ru ra l  areas, especially 

because such migration is  usually age select ive.  Par t icular ly  i n  such 

cases, unmrrantedly great  expectations about possible high urban labor 

incomes may cause serious adjustment problems in both the r u r a l  and 

urban sectors.  

Po l i t i ca l  considerations may have caused development agencies t o  

shy away from for thr igh t  and s ignif icant  land reform a c t i v i t i e s .  For 

a time, accelerated urbanization has diminished population pressures upon 

land areas below what they would otherwise have been. In absolute terms, 

r u r a l  populations continue t o  rise, indicating tha t  the  p o l i t i c a l  

pressures f o r  land ref o m  are  s t i l l  considerable and probably increasing 

in most cases. A t  the same time, the  urban p o l i t i c a l  problems stemming 

from inadequate labor force allocations,  already Large, are  growing. 

Given the  greater p o l i t i c a l  v o l a t i l i t y  of urban populations, these urban 

masses const i tute  a serious p o l i t i c a l  problem. The present choice i s  not 

one between a po l i t i ca l ly  d i f f i c u l t  ru ra l  adjustment and a po l i t i ca l ly  

easy urban one; ra ther  it i s  between two po l i t i ca l ly  d i f f i c u l t  ones. In  

some cases, perhaps land reform i s  actual ly  simpler. My analysis 

in te r re la tes  the  two problems and suggests t h a t  basic adjustments are t o  

be made i n  the  factor  input markets, especially labor, and par t icular ly  



f o r  the r i g h t  of en t ry  t o  and r i gh t  of preparation f o r  more rewarding 

occupat ions . Marketing or  "organizational" improvements in the  

commodity o r  output sectors and in the  intermediate goods and services 

a r e  a l s o  impr t an t ,  though, t o  my mind, of secondary importance. 

Grasping the  n e t t l e  of labor market ra t iona l iza t ion  both within the  

urban sector and across urban-rural boundaries makes possible t he  f u l l e r  

use of available labor resources, and with t h a t  permits more e f fec t ive  

a t t en t ion  t o  cap i t a l  formation, educational investment, and, f o r  our 

purposes, f o r  a thoroughgoing, economically ra t iona l ,  a t t ack  upon the  

land ownership and land use problems in rural areas .  



The I n t e r r e l a t i o n s h i p  between Land Reform and Urbanization-- 
In t roduc tory  Aspects 

There is a  r e l a t i o n s h i p  between land reform and urbaniza t ion .  

It is not  a  d i r e c t  one. Land reform d e a l s  wi th  resources  i n  t he  

r u r a l  s e c t o r ;  t he  urban na tu re  of u rbaniza t ion  i s  an axiom. The 

two s e c t o r s  a r e  bound toge the r  economically by t r a n s f e r s  of goods 

and s e r v i c e s  on both t he  input  and output  l e v e l s .  Gven i n  geographic 

terms, t h e  boundary between the  r u r a l  and urban s e c t o r s  is not  f i x e d  

i n  a temporal sense nor is it always p r e c i s e l y  determinable .  On 

more a b s t r a c t  economic l e v e l s ,  t he se  boundary circumstances apply 

wi th  even g r e a t e r  fo rce .  The economic bonds a r e  not  t he  on ly ,  nor 

even the  determining,  ones between the  two s e c t o r s - - p o l i t i c a l ,  s o c i a l ,  

and c u l t u r a l  bonds in f luence  t he  r e l a t i o n s h i p .  

The rura l -urban  c l a s s i f i c a t i o n  is an i n t e l l e c t u a l  cons t ruc t - -  

a  taxonomy, o r ,  more p r e c i s e l y ,  a  dichotomy. Taxonomic c l a s s i f i c a t i o n s  

can a i d  o r  impede our  a n a l y s i s ,  depending upon how we employ them. 

My own advocacy is f o r  a f l e x i b l e  use of t h i s  and o t h e r  taxonomies. 

I n  t h i s  ca se ,  I would contend t h a t  l i t t l e  is  gained by cons t ruc t ing  

an i n t e l l e c t u a l  "farm fence" around t h e  r u r a l  s e c t o r .  

Land reform normally r e f e r s  t o  t he  r u r a l  s e c t o r  a lone.  Conceptually,  

i t  encompasses two economic ca t ego r i e s .  The f i r s t  r e l a t e s  t o  t h e  

a l l o c a t i o n  and use of resources  i n  product ion;  t h e  second r e f e r s  t o  



the distribution of the ownership of the resources used in production, 

as well as the income derived therefrom, to persons and groups of persons. 

Put in other words, the first subsumes the functional distribution of 

income, and the second, the personal distribution of wealth and income. 

Of the two, the first lends itself to the detached analysis of positive 

economic theory, the second cannot be detached from normative elements, 

despite the crucial role that positive economic analysis can play in the 

understanding of the personal distribution of wealth and income. The 

latter, however, is precisely the more major concern, and the more 

politically motivated one, in most of the less developed countries. (36) (38~63) 

The economic and statistical tools employed to examine personal 

distributions of wealth and income almost invariably involve social 

concepts, if only the concept of the family. Where one's interest concerns 

an extended family, a commune, or other group, still more complex social 

analysis (and consequent economic analysis) must come into play. The 

ownership problem, moreover, is intergenerational, and dynamic rather 

than static in nature. The association of land reform goals with 

social revolutions is an integral fact of both recent and more distant 

history. The implication here is that the economist, as economist, can 

deal but gingerly and modestly with the massive problem of land reform. 

It implies, further, that we must examine the history of scholarly 

thought, not only in economics, with special attention to the valuations 

and beliefs of writers and investigators addressing themselves to the 

problem. 



Even i n  t h e  United S t a t e s  t h e r e  is a  pauc i ty  of information 

with r e spec t  t o  t h e  persona l  d i s t r i b u t i o n  of wealth.  I n  l e s s  developed 

coun t r i e s  the  de f i c i ency  is even more acu te .  Economic va lues  f o r  

t he  p r i n c i p a l  non-human a s s e t s  i n  l e s s  developed a r ea s ,  land and 

appurtenances thereto. ,  do not  e x i s t  except  i n  s p e c i a l  i n s t ances .  I n  

t he  absence of such va lue  d a t a ,  i n v e s t i g a t o r s  a r e  fo rced to  r e l y  upon 

phys i ca l  d a t a ,  gene ra l l y  land a reas .  Land, however, e x h i b i t s  remarkable 

he te rogene i ty  t o  t h e  agronomist 's  t r a i n e d  eye - - t e s t i fy ing  t o  t he  

inadequacy of phys ica l  da t a  f o r  p r e c i s e  comparisons and a l l o c a t i o n s .  

A s  a  ref inement ,  f u r t h e r  taxonomy f r equen t ly  appears--arable  o r  non- 

a r a b l e ,  i r r i g a t e d  o r  non - i r r i ga t ed ,  agronomic c l a s s ,  and sometimes by 

s o i l  o r  c l i m a t i c  c l a s s i f i c a t i o n .  

Though use fu l  i n  examining t h i s  enormous and complex land reform 

problem, t he se  taxonomies a r e  no s u b s t i t u t e  f o r  va lue  da t a .  A number 

of lamentable consequences flow from t h i s  ba s i c  da t a  def ic iency .  The 

most lamentable is t h e  tendency t o  i n t e l l e c t u a l l y  i s o l a t e  t h e  problems 

of t he  r u r a l  people from those of urban people-- to  conceive of e q u a l i t a r i a n  

measures i n  a p a r t i a l  r u r a l  r a t h e r  than  a  g loba l  contex t - - inheren t ly  

compromises e q u a l i t a r i a n  goals .  It has ,  fur thermore,  impl ica t ions  f o r  

the  p o s s i b i l i t y  of e f f i c i e n t  and f u l l  use of economic resources .  

A t  t h i s  po in t  it  w i l l  be wel l  t o  make e x p l i c i t  t he  va lue  premise,  

which I ,  myself,  sha re ,  of an a l l e g i a n c e  t o  e q u a l i t a r i a n  p r i n c i p l e s  by 

most i n v e s t i g a t o r s  of land reform. My own s p e c i f i c  concerns a r e  t h a t  

t h e  framework wi th in  which e q u a l i t a r i a n  p r i n c i p l e s  be appl ied  is 

s u f f i c i e n t l y  broad, and, t h a t  t h e  r e l a t i o n s h i p  equa l i t a r i an i sm t o  t h e  

f u l l n e s s  and e f f i c i e n c y  of resource  use be understood. 



Some writers (20, p. 34-5) regard  a thorough-going land reform 

a s  a  s i n e  qua non f o r  development, g iv ing  i t ,  a t  l e a s t  i m p l i c i t l y ,  

precedence over u rban iza t ion  i n  economic development. Other w r i t e r s  

such a s  S i r  William P e t t y  and Col in  Clark  (See 6 ,  p. 32) observe t h e  

process  of d i f f e r i n g  p ropor t i ons  of popula t ion  and l abo r  f o r c e  i n  

va r ious  i n d u s t r i a l  s e c t o r s  and note  t h a t  p ropor t ions  i n  primary indus t ry  

( inc luding  a g r i c u l t u r e )  d e c l i n e  w i th  h i s t o r i c a l l y  observed development. 

I n  coun t r i e s  of h ighes t  pe r  c a p i t a  income, the  abso lu t e  number of 

workers i n  a given i n d u s t r i a l  s e c t o r  is a l s o  noted. That t h i s  can  

occur even i n  coun t r i e s  wi th  g r e a t  n a t u r a l  and migratory i nc rease  i n  

popula t ibn  c o n s t i t u t e s  a remarkable phenomenon i n  development. 

The imp l i ca t i on  of t he  s logan,  "Land t o  t h e  t i l l e r , "  i s  t h e  

f r eez ing  of i n d u s t r i a l  s e c t o r  l abo r  f o r c e  propor t ions ,  an  apparent  

incons is tency  with t he  h i s t o r i c a l  development i n  now-developed coun t r i e s .  

C e r t a i n l y  i t  would be fatuous t o  suggest  t h a t  France,  f o r  example, 

could have achieved its p re sen t  l e v e l s  c~f p e r  c a p i t a  ou tput  by maintaining 

t h e  propor t ions  of a g r i c u l t u r a l  popula t ion  e x i s t i n g  a t  t h e  time of 

i t s  r evo lu t ion .  There i s ,  t hus ,  an apparent  c o n t r a d i c t i o n  between land 

reform goa l s  and u rban iza t ion ,  e s p e c i a l l y  when viewed i n  t h e  s i m p l i s t e  

terms of p o l i t i c a l  s logans.  

I n  a c t u a l i t y ,  u rban iza t ion ,  which occurs by t h e  mwement of 

popula t ion  out of r u r a l  a r e a s  i n t o  c i t i e s ,  can reduce popula t ion  p re s su re  

upon the  l and ,  and thus  s imp l i fy  t h e  land reform problem by reducing 

the  number of persons and f a m i l i e s  among whom land is  t o  be d i s t r i b u t e d  

below what i t  would be i n  t he  absence of migrat ion.  



In the less developed countries, generally, urban-induced 

migration stemming from all motivations, social as well as economic, 

is not sufficient to reduce the number of people in agricultural areas, 

even though their proportion to the national total may have been 

reduced. The absolute reduction of population in agricultural areas 

occured historically in other more developed countries at relatively 

high percapita output levels. The problem is intergenerational in 

nature and, therefore, depends in part upon demographic factors. 

Urbanization, then,may ameliorate the land reform problem of less 

developed countries, but cannot reasonably be a complete alternative 

to reform in the narrow sense of land area owned by the tiller. 

Industrialization, Bureaucratization, and Urbanization 

Urbanization, although sometimes loosely used as a proxy for 

industrialization, does not bear a direct relationship with it. A 

considerable portion of urban agglomeration of population derives 

from employment in public administration and conanercial activities. 

Historically, some of the earliest cities, developing well before the 

industrdal revolution and the growth of the factory system, grew out 

of public administration employment--a phenomenon often repeated in 

today's developing cities. For our analysis, it is important to differentiate this 

class of relatively large-scale, internally well-organized employment in modern- 

day, less developed country cities, from employment of other types. This 

bureaucratically organized employment differs from that portion of city 

population which is either unemployed, employed in negative or zero-sum 



a c t i v i t i e s  such a s  cr ime,(16,  p. 645) o r  self-employed i n  low p r o d u c t i v i t y  

a c t i v i t i e s  such a s  garbage scavenging (15),  "watching c a r s , "  and s o  on. 

Proponents of acce l e r a t ed  u rban iza t ion  a s  a development p r e s c r i p t i o n  

(10) (11) (12) (22) (31), a s  wel l  a s  some development models (26) assume 

t h a t  l abo r  e n t e r i n g  t h e  urban l abo r  f o r c e  w i l l  au toma t i ca l l y  become 

absorbed i n t o  t h e  urban l abo r  force .  That t h i s  is not t r u e  is t h e  

r a t h e r  obvious empir ica l  l e s son  of t he  p re sen t  day. (4) (6) (16) (19) 

(21) (23) (35) (45) (50) Benjamin Higgins s t a t e s :  (31, p. 22) "It is 

becoming inc reas ing ly  c l e a r  t h a t  t h e  major problem of t h e  Second 

Development Decade w i l l  be unemployment." 

Urbanizat ion involves  agglomerations of popula t ion  a s  we l l  a s  simply 

agglomerations of l abo r  force .  Except f o r  c e r t a i n  s h o r t  term migratory 

labor  communities, such a s  those  i n  Afr ica  ( 7 ) ,  urban iza t ion  implies  

family movement, o r  pos s ib ly  family c r ea t i on .  The concomit tant  of t h i s  

i s  a n a t u r a l  increase .  During t h e  development of t he  United S t a t e s  and 

a t  l e a s t  some European c o u n t r i e s ,  urban a r e a s  had d i f f e r e n t i a l l y  lower 

r a t e s  of n a t u r a l  increase  than  d i d  r u r a l  a reas .  Although d e f i n i t i v e  

evidence i s  lack ing ,  Table I p re sen t ing  crude b i r t h  r a t e  d a t a  shows a 

number of developing coun t r i e s  with markedly h igher  r a t e s  i n  urban r a t h e r  

than r u r a l  a r ea s .  Although t o  some ex t en t  perhaps d i s t o r t e d  by r e l a t i v e  

under repor t ing  of b i r t h s  i n  r u r a l  a r e a s ,  t h e  b i r t h  evidence a v a i l a b l e  

sugges ts  t h a t  e x i s t i n g  demographic f a c t o r s  w i l l  s t imu la t e  f u r t h e r  growth 

of urban popula t ion  even without  t h e  migra t ion  of persons of r u r a l  b i r t h  

t o  t he  c i t i e s .  The imp l i ca t i on  of t h i s  tendency is t o  l i m i t  t h e  use aE 

urban a r e a s  a s  an o u t l e t  f o r  r u r a l  popula t ion  pressure .  A f u r t h e r  



Table I 

Crude Birth Rates 

Country Urban 

Burundi 47.9 

Chad 44.0 

Sierra Leone 41.6 

Dominican Republic 55.1 

El Salvador 48.5 

Mexico 43.9 

Panama 34.8 

Source: (52), rates are for latest reported year. 

Rural 

46.0 

45.0 

29.6 

26.2 

43.5 

44.7 

41.1 

implication that proposals to enserf the rural population to the rural 

area (30, p. 127) will not be adequate to resolve the urban unemployment 

problem in many less developed countries. 

The pervasive tendency to rigidly dichotomize rural-urban differences 

and to view rural manpower adjustments in terms of "removable surplusesn (27) 

suggests a preconception that development necessarily involves physical 

and permanent removal of population from rural areas. Such a conception 

over-relies upon the factory system as a model not only for manufacturing 

activity but also for the organization of conrmercial and public administration 

activities. This closed-mindedness to possibilities of the cottage or 

"putting out" system, which antedated the factory system in Western 

Europe, of manpower mobilization programs(9). of part-time farming, and 

of day-haul agricultural employment out of urban centers conatitute some 

of the alternative options conceptually foregone by such rigidity. 



Technological developments, traneportation and communication investment, 

and growing urban influence in the countryside open up greater opportunities 

and more flexibility than ordinary conceptions suggest. Partially 

indicative of the need for reconsideration of these conception appears 

in C. Hsieh's comment, "The need for seeking alternatives appears also 

from the sectoral distribution of planned additional employment in the 

plans examined." (33, p. 62) 

"Remwals" of agricultural surplus populations are not irreversible 

in a voluntary labor market. Although migration to urban centers 

may be large, it necessarily is the net of two gross flows, out-migration 

from and in-migration to rural areas. We have little evidence of the 

magnitude of such flows in less developed countries. Even in the 

United States, the existence of such data is only of recent origin. Such 

little information as we do have suggests greater resistence to rural 

in-migration than exists in the United States. (15) (26, p. 385) 

Some writers believe urban growth is now largely a social rather 

than an economic phenomenon. (4, p. 363) Others believe that urban 

in-migration reflects a subject evaluation of the probability of 

finding a job. (23, p. 267) 

Empirical Evidence of Unemployment 

Truly precise measurements of urban unemployment for less 

developed countries are difficult to find, particularly in terms 

which would be comparable to United States non-agricultural employment 



figures. Where available, such rates usually show rates above 5 

percent ranging at least to 20 percent. (18, Appendix A) Where 

some concept of underemployment is included, as by H. W. Singer 

(45, p. 1) who refers to "clear underemployment, 

but excluding a good deal of disguised unemployment in the form of 

productive labour" a "true unemployment rate" of 25 percent appears. 

Higgins states (33, p. 22), "In developing countries open unemployment 

and underemployment average around twenty-five percent of the labour 

forces." 'hdd seasonal unemployment and low-productivity employment 

("disguised unemployment"), and of course the aggregate figures 

could go much higher." Singer's calculation yields a "staggering 

total of approximately 250 mil'lion unemployed persons in the developing 

world. 

Singer (45, p. 1) also provides evidence of the increase of 

unemployment in the less developed world in a quotation of Professor 

H. A. Turner of the University of Sussex, who found "in a group of 

14 less developed countries for which there are usable unemployment 

series going back to the late 1950ts, the total of known unemployed 

has since been growing on the average of 84 per cent per year--about 

three times their population growth rate." Professor Turner's 

extrapolation of this trend yields unemployment rates of more than 

50 per cent by 1980. (45, p. 2) Although Turner's precise definition 

of unemployment is not included in the quotations, there can be little 

doubt of the high rates of urban unemployment in most less developed 

countries, the large number of persons involved and the likelihood of 

continued and rapid rates of increase of the level of unemployment in 

developing countries. 



To some e x t e n t  employment i n  t h e  s e r v i c e s  c a t e g o r y  of e c o n o m i c ~ l l y  

a c t i v e  p o p u l a t i o n ,  p a r t i c u l a r l y  t h o s e  c a t e g o r i e s  d e s i g n a t e d  " o t h e r  

s e r v i c e s "  and "unspec i f i ed  a c t i v i t i e s , "  r e f l e c t s  s i g n i f i c a n t  

underemployment. A .  Sunder Frank emphasizes t h e  growth of L a t i n  

American i n d u s t r i a l  o u t p u t  w i t h o u t  a  concomrnitant growth of employment. 

(29 ,  p. 45) C .  R. F rank ,  Jr .  observes, (23, p .  263)  " . . . any 

advocacy of wage r e s t r a i n t  a s  an  employment-s t imulat ing d e v i c e  must 

t a k e  i n t o  account  t h e  s o c i a l  and i n s t i t u t i o n a l  f a c t o r s  which accompany 

t h e  wage d e t e r m i n a t i o n  p r o c e s s  i n  A f r i c a .  I n  t h e  modern s e c t o r ,  t h e  

c e n t r a l  government u s u a l l y  s e t s  t h e  pace  i n  one way o r  another ." - -  

;n emphasis upon p u b l i c l y  admin i s t e red  wage r a t e s .  

Evidence w i t h  r e s p e c t  t o  d i f f e r e n t i a l  l e v e l s  of unemployment 

by degree  of s k i l l  is a l s o  d i f f i c u l t  t o  f i n d .  F i s h l o w i t z ,  i n  1959,  

found f o r  B r a z i l  (19,  p .  406) "The l a r g e  s u r p l u s  of u n s k i l l e d  man 

power c o i n c i d e s  w i t h  c o n s i d e r a b l e  s h o r t a g e s  of workers  i n  t h e  

s e m i - s k i l l e d  and most of a l l - - t h e  h i g h l y  s k i l l e d  g rades . "  Other  

ev idence  f o r  I n d i a  r e f e r s  t o  t h e  unemployment of i n t e l l e c t u a l s ,  

e s p e c i a l l y  lawyers .  I n  g e n e r a l ,  l i m i t e d  a v a i l a b l e  ev idence  s u g g e s t s  

t h a t  t h e  p a t t e r n  of  r e l a t i v e  unemployment r a t e s  i n  l e s s  developed 

c o u n t r i e s  is n o t  u n l i k e  t h e  p a t t e r n  i n  t h e  United S t a t e s - - g e n e r a l l y ,  

an i n v e r s e  r e l a t i o n s h i p  t o  degree  of s k i l l .  

Empi r i ca l  Evidence of Wage Ra tes  and Labor Incomes 

There i s  a b s o l u t e l y  no ev idence  t h a t  common l a b o r  wage r a t e s  

o r  annual  wage incomes i n  r u r a l  a r e a s  e v e r  a r e  h i g h e r  than  average  



common l a b o r  wage r a t e s  i n  urban a r e a s .  I n  some l o c a l  c a s e s  i n  

t h e  United S t a t e s ,  p r o p e r t y  incomes t o  r u r a l  r e s i d e n t s  i n  smal l  

a ; r i c u l t u r a l  a r e a s  may c r e a t e  a  h i g h e r  l e v e l  i n  t o t a l  p e r s o n a l  income 

t o  r u r a l  p e r s o n s ,  b u t  t h e s e  i n s t a n c e s  a r e  unknown i n  l e s s  developed 

a r e a s .  On t h e  n a t i o n a l  l e v e l ,  and adher ing  t o  a  l a b o r  income concept  

e x c l u s i v e  of p r o p e r t y  i n c o n e , t h i s  r e l a t i v e  d i f f e r e n c e  appears  t o  be one 

of t h e  e m p i r i c a l  u n i v e r s a l s .  

Wage r a t e s i n  t h e  b u r e a u c r a t i z e d  and f a c t o r y  urban s e c t o r  appear  

t o  be h i g h e r  t h a n  i n  se l f -employed,  and "se rv ice"  s e c t o r  of t h e  

economy. S inger  (45,  p.  2 )  quo tes  Af r ican  d a t a  from E. J. Berg t o  

t h e  e f f e c t  t h e  urban wages i n  A f r i c a  a r e  3  t o  4  t imes  t h e  wages of 

a  s u b s i s t e n c e  farmer t h e r e .  Gunder Frank (29,  p.  45) observes  of 

L a t i n  America, "In o t h e r  words, t h e  L i t e r a l l y  unproduct ive  s e r v i c e  

s e c t o r s  absorbed30 p e r c e n t  of t h e  growth i n  t h e  l abour  f o r c e  from 

1925 t o  1950, 40 p e r  c e n t  of t h e  growth i n  t h e  19501s,  and n e a r l y  

h a l f  of t h e  growth of t h e  l a b o r  f o r c e  s i n c e  1960, of t h e s e  more t h a n  

h a l f  a g a i n  went i n t o  t h e  o t h e r  s e r v i c e  and u n s p e c i f i e d  a c t i v i t i e s . "  

The l i t e r a t u r e  i s  r e p l e t e  w i t h  r e f e r e n c e s  t o  t h e  u rban  worker 

n o t  i n c o r p o r a t e d  i n t o  t h e  "modern" i n d u s t r i a l  and s e r v i c e  s e c t o r  

and t h e i r  low e a r n i n g s .  (4 )  (9) (16) (19) (23) (26) (30) (32) (33) (50) 

A s i n g l e  d i s p a s s i o n a t e  s t a t e m e n t  by Hsieh (33, p. 62) w i l l  s u f f i c e  

t o  reemphasize.  "A d i s t u r b i n g  f e a t u r e  i s  t h e  t r e a t m e n t  of t h e  s e r v i c e s  

s e c t o r  a s  a  main p r o v i d e r  of a d d i t i o n a l  employment o p p o r t u n i t i e s .  I n  

most deve lop ing  c o u n t r i e s  t h e  s e r v i c e s  s e c t o r  i s  a l r e a d y  overcrowded 

w i t h  t h e  underemployed, t h e  unproduc t ive ly  employed, and persons  i n  

p r e c a r i o u s  employment." 



H. A. Turner emphasizes (51, p. 15) the wide spread of wages and 

salaries in underdeveloped countries. He finds some of this attributable 

to wider skill differentials than those found in the more developed 

world (51, p. 16), "Typical rates for skilled men in Western type 

industrial economies are 15 to 40 percent above those of labourers. In 

Africa and Latin America the typical skill differential appears to be 

from 50 to 150 percent, even when no racial element is also involved in 

the differential. Furthermore, he finds (p. 17), "Some of these non- 

skill differentials exist in apparent defiance of labour market circumstances." 

. .  . it is hard to see why the differential should go on widening-- 
as it probably has in both Africa and Latin America--in face of substantial 

and growing urban unemployment. " He also emphasizes (p. 17) the 

dispersion of wage rates in a particular classification, 'I. . . a factor 
which seems of major importance is the dispersion of wages in undeveloped 

countries is a very large random or accidental element in wage-differences." 

He offers a partial interpretation of this phenomenon (p. 17), "Local 

labour markets, however, are often highly imperfect--with limited labour 

mobility and circulation of information among workers about wage-rates 

and job opportunities, so that individual rates may vary widely on 

either side of the 'norm' ." 

Economic Interpretation of the Unemployment and Labor Income Data 

The most significant and overriding interpretation of the facts 

presented above is that less developed countries are not making full 

use of their available resources. Stated otherwise, this means that 



most of the  underdeveloped coun t r i e s  a r e  s i t u a t e d  on an i n t e r i o r  

r a t h e r  than  a  f r o n t i e r  p o s i t i o n  on t h e i r  product ion p o s s i b i l i t i e s  

curve o r  sur face .  This f a c t  must c a r r y  the  h ighes t  p r i o r i t y  f o r  most 

developing coun t r i e s .  

Although Keynesian p r e s c r i p t i o n s  f o r  achieving f u l l  use of resources 

a r e  not app l i cab le  t o  most l e s s  developed coun t r i e s  because of t he  

absence of i d l e  p l a n t  capac i ty ,  we must recognize t h a t  even i n  t he  

developed economies, employment i n  investment goods i n d u s t r i e s  c o n s t i t u t e s  

an important component f o r  achieving f u l l  resource use. Therefore,  

c r e a t i o n  of t o o l s  f o r  achieving f u l l  resource use s o  a s  t o  use a v a i l a b l e  

labor  supp l i e s  and achieve h igher  r a t e s  of c a p i t a l  formation,  inc luding  

human c a p i t a l  formation,depends upon t h e  development of app ropr i a t e  

o rgan iza t iona l  forms. VemmRuttan (43, p. 355) p u t s  h i s  f i n g e r  upon 

t h e  c r u c i a l i t y  of t h e  organizing p r i n c i p a l  i n  t he  form of marketing 

and f i n a n c i a l  in te rmediar ies .  I be l i eve ,  however, t h a t  the  genera l  

p r i n c i p l e  must be broadened and genera l ized  t o  include the  organizing 

and a l l o c a t i v e  p r i n c i p l e s  behind t h e  f a c t o r  a s  wel l  a s  t h e  connnodity 

markets. I t  i s  f o r  t h i s  reason t h a t  t he  organiza t ion  of t he  labor  

market t o  achieve f u l l  use of labor  resources both f o r  the  product ion 

of goods and s e r v i c e s  f o r  cu r r en t  consumption and f o r  r e a l  investment 

connnands high p r i o r i t y .  Even i n d i r e c t  methods such a s  manpower 

mobi l iza t ion  schemes (9) can be used t o  genera te  f u l l e r  use of 

labor  resources  and t o  c r e a t e  s i g n i f i c a n t  c a p i t a l  investment.  S i g n i f i c a n t l y  

i n  t he  Tunisian case  (9, p. 17) t he  bulk of t h e  r e a l  c a p i t a l  c r e a t i o n  

took p lace  i n  a g r i c u l t u r a l  a r eas .  
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Hypothetical Demand and Supply Curves for  Cowon Labor i n  Various Sectors 



Figure 1 p re sen t s  t he  bas i c  case  f o r  t he  explana t ion  of d i f f e r ences  

i n  wage incomes i n  the  r u r a l  and urban a r e a s ,  a s  wel l  a s  f o r  t he  non- 

bureaucra t ized ,  high unemployment s e c t o r  which I denominate Residual 

Claimants. The a n a l y s i s  e x p l i c i t e l y  recognizes  t h e  f a i l u r e  of l e s s  

developed coun t r i e s  t o  achieve o r  c r e a t e  l abo r  markets which a r e  t r u l y  

open and competi t ive.  

Wage r a t e s  i n  t he  pub l i c  admin i s t r a t i on  component a r e  u s u a l l y  

"administered." Often these  adminis tered wage r a t e s  form the  b a s i s  

of t he  wage s t r u c t u r e  i n  commercial and s t r a t e g i c  s e r v i c e  indus t ry  

a s  wel l  a s  i n  f a c t o r y  and mine employment, p a r t i c u l a r l y  when theee 

a r e  con t ro l l ed  by e x p a t r i a t e s .  (Cf. 23, p. 263) This  wage s t r u c t u r e  

may be r e in fo rced  by po l i t i c a l l yde t e rmined  minimum wage r a t e s  as  we l l  

a s  by automatic ,  p ropor t iona l  money wage inc reases ,  a l s o  p o l i t i c a l l y  

determined, i n  i n f l a t i o n a r y  cond i t i ons ,  The e f f e c t i v e  supply curve 

f o r  l abor  i n  t h i s  category (Su) is i n e l a s t i c ,  wi th  a  r e l a t i v e l y  smal l  

q u a n t i t y  of the  common l abo r  f o r c e  (Oq,) employed wi th in  i t .  Changes 

w e r  time such a s  these  c i t e d  by Gunder Frank (29, p. 45) suggest  

t h a t  i t  does not  mwe apprec iab ly  and t h a t  i nc reases  i n  output  may not 

s h i f t  the  der ived demand curve of l abo r  (DU) appreciably.  The 

i n t e r r e l a t i o n s h i p  of the  der ived demand and the  e f f e c t i v e  supply curve 

y i e l d s  a  high e f f e c t  wage r a t e  (wu) t o  workers i n  t h i s  category-- the 

"modern" s e c t o r  of bureaucra t ized ,  f a c t o r y  system employees. 

Let us now look a t  t he  diagram e n t i t l e d  Rural (Diecriminee).  (See (5)) 

This  diagram demonstrates a  l a r g e  quan t i t y  of l abo r  employed a t  

equi l ib r ium (Oqr), a r e l a t i v e l y  e l a s t i c  supply curve (Sr),  and a  



r e l a t i v e l y  e l a s t i c  der ived demand curve (D,). The i n t e r s e c t i o n  of 

t he  two curves y i e l d s  a  wage r a t e  (wr) f a r  below t h a t  of t he  Urban 

(Bureaucratized, Factory System) employees. The d i f f e r ence  (wu - wr) 

may be w r i t t e n  i .  A s i m i l a r  no ta t ion  used by Todaro (50, p. 384) is 

based upon income r a t h e r  than wage r a t e s .  The inc lus ion  of proper ty  

income from t h e  ownership of land and o ther  a s s e t s  such a s  l i v e s t o c k  

and implements, would not  s u b s t a n t i a l l y  a f f e c t  our a n a l y s i s  he re ,  and is 

r e l evan t  t o  migratory choice by workers. A t  t h i s  junc ture ,  however, I 

wish t o  s t i p u l a t e  t h a t  w, is above "subsis tance."  Over t ime,  t he  

supply curve (Sr) w i l l  s h i f t  t o  the r i g h t ,  given the  expec ta t ion  of 

some r e t e n t i o n  of r u r a l  n a t u r a l  increase  fo r  coun t r i e s  a t  t h i s  l e v e l  

of development and with h igh  propor t ions  of t o t a l  l abor  fo rce  i n  

a g r i c u l t u r e .  (17, p. 173). Persons represented by t h i s  diagram a r e  

d iscr iminees  i n  t he  sense t h a t  they do not  have freedom of e n t r y  t o  

the  p re fe r r ed  pos i t i ons  held by workers of equal  s k i l l  represented  i n  

the f i r s t  diagram. I f  they move out  of a g r i c u l t u r e ,  t h e i r  a l t e r n a t i v e  

is t o  move i n t o  a B i tua t ion  represented  by I1 i n  which they become 

r e s i d u a l  c laimants  t o  t h e  b e t t e r  paying jobs and assume an in te rmedia te  

p o s i t i o n  i n  t he  p e t i t e  i ndus t ry ,  self-employed, make-work a c t i v i t i e s .  

They can claim access  t o  employment represented  i n  I only a f t e r  s e n i o r i t y  
of 

c la ims ,  provis ion  f o r  t he  employment/children and r e l a t i v e s  of incumbents, 

and o ther  a s c r i p t i v e  c la ims ,  have been s a t i s f i e d .  I n  some cases ,  such 

a s  s tevedor ing  i n  Peru and B r a z i l ,  the  holder  of t h e  job r i g h t  might 

not  a c t u a l l y  perform the  labor  himself .  He, o r  h i s  agent ,  may c o l l e c t  

the o f f i c i a l  "wage", pocket much of i t  a s  a  r e n t ,  and pay a  wage 

considerably below the  o f f i c a l  one t o  t he  a c t u a l  worker. 



Diagram I1 is  l e s s  determinate  than e i t h e r  I o r  f11. It 

rep resen t s  an average of wage r a t e s ,  which a r e  viewed he re  i n  annual 

terms. The expected range of wage r a t e s  o r  a c t u a l  s e l f  employed 

earnings average w e r  the  urban unemployed. The demand curve (Dd) 

must be regarded a s  one which d i f f e r s  i n  p o s i t i o n  and shape according 

t o  l o c a l  condi t ions .  The eupply (Sd) is r e l a t i v e l y  e l a s t i c ,  given the  

r e l i a n c e  of in-migrants upon imperfect information,  and a sub jec t ive  

eva lua t ion  of t he  p o s s i b i l i t y  of moving i n t o  the  modern p a r t  of the 

urban s e c t o r  shown i n  I. Those who cont inue t o  r e s i d e  i n  t h e  urban 

s e c t o r  may even ga in  l e s s  than they would have i n  the  r u r a l  a r ea ,  

and a r e  buoyed by t h e i r  sub jec t ive  expec ta t ions  about p o s s i b i l i t i e s  of 

modern s e c t o r  employment. On the  average t h e  "equilibrium" wage r a t e  

(wd) appears t o  be in te rmedia te  between wu and wr i n  the  developing 

count r ies .  Over time the  supply curve (Sd) w i l l  s h i f t  downward, and 

the  "equilibrium" quan t i t y  (Oqd) increase  with cont inuing urbaniza t ion .  

On the  b a s i s  of what must be considered empiricism of a casua l  

s o r t ,  W. A. Lewis recornmends a  d i f f e r ence  of 30 percent  above a  subs is tence  

l e v e l  r u r a l  wage r a t e  (wr) t o  compensate t he  migrant from the  countryside 

f o r  the  a d d i t i o n a l  c o s t  o r  o the r  disadvantages of l i v i n g  i n  t he  town. 

This spread he has r e c e n t l y  increased t o  50 percent .  (35, p. 5) 

Given the  high r a t e s  of urban in-migrat ion under cu r r en t  circumstances 

t h i s  c o n s i s t u t e s  a  d i f f i c u l t  p o s i t i o n  t o  j u s t i f y .  (51, p .  17) Berg 

(45, p.  2-3) makes an a r b i t r a r y  assumption t h a t  unemployment income 

d e f i c i e n c i e s  a r e  averaged out  among a l l  members of t h e  urban labor  

f o r c e ,  a p o s i t i o n  which seems un l ike ly  and which deny the  ex i s t ence  of 

important a s c r i p t i o n  wi th in  the urban s e c t o r .  



Proposa l s  by Ha r r i s  and Todaro (30, p .  127) and Higgins (32, p. 35) 

t o  en se r f  incumbent r u r a l  l abo r  f o r c e  t o  t h e  r u r a l  a r ea  t oge the r  wi th  

t h e i r  o f f s p r i n g ,  would, i f  e f f e c t e d ,  i nc r ea se  t h e  r a t e  of downward 

s h i f t  of Sr ,  t h e  r u r a l  l abo r  supply  curve ,  and reduce t h e  r a t e  of 

downward s h i f t  of Sd, t h e  supply  curve of r e s i d u a l  c l a iman t s .  This  

would c o n s t i t u t e  f u r t h e r  d i s c r i m i n a t i o n  a g a i n s t  r u r a l  workers and 

would p r o t e c t  t h e  urban r e s i d u a l  c la imant  from f u r t h e r  compet i t ion  by 

r u r a l  in -migran ts .  It  would n o t ,  however, r a i s e  them t o  f i r s t  c l a s s  

c i t i z e n s h i p  s t a t u s  held  by those  r ep r e sen t ed  i n  Di3gram I. 

The s i t u a t i o n  sketched i n  F igure  1 i s  one which induces s o c i a l l y  

demoral iz ing d i s c r i m i n a t i o n  w i th  r e l i g i o u s ,  r a c i a l ,  e t h n i c ,  l i n g u i s t i c  

over tones ,  i s  t r u l y  un ju s t  accord ing  t o  our  e t h i c a l  c r i t e r i a  bu t  one 

which i e  encouraged by t h e  i n a b i l i t y  t o  use  market d i s c i p l i n e  t o  a l l o c a t e  

t h e s e  human r e sou rce s  i n  t h e  p roduc t ion  process .  Even i f *  a s c r i p t i v e  

c r i t e r i a  do no t  zpply,  t h e  d i s c r i m i n a t i o n  a g a i n s t  r e l a t i v e l y  new a r r i v a l s  

from r u r a l  a r e a s  compromises e t h i c a l  s t anda rds  t o  which we subsc r i be .  

From t h e  economic p o i n t  of view, t h e s e  l abo r  market segmentat ions  impede 

t h e  b e s t  a l l o c a t i o n  of manpower i n  p roduc t ion  and condemn t h e  count ry  

which uses  them t o  an i n e f f i c i e n t  use  of i t s  a v a i l a b l e  r e sou rce s .  I n  

o t h e r  words, l a b o r  r e sou rce s  i n  l e s s  developed c o u n t r i e s  a r e  no t  f u l l y  

employed, and t hose  t h a t  a r e  employed a r e  o f t e n  no t  employed e f f i c i e n t l y ,  

t h a t  i s ,  i n  a manner such a s  t o  maximize ou tpu t .  

Educated Manpower and Educa t iona l  Investment 

The fo rego ing  a n a l y s i s  d e a l s  on ly  i n d i r e c t l y  w i th  t h e  s k i l l  l e v e l .  

For  a  more d e t a i l e d  a n a l y s i s ,  s u b s i d i a r y  and d inaggrega ted  p o r t i o n s  of 



each of the  labor  markets could be devised.  Those i n  t he  "modern" 

s e c t o r  would encompass a wider range of wage r a t e s  o r  of l abo r  

incomes inasmuch as  they would include labor  r e t u r n s  t o  p ro fe s s iona l  

and o the r  h igh ly  s k i l l e d  persons.  Turner (51, p. 18) p re sen t s  r a t i o s  

of pay r a t e s  f o r  s i x  L a t i n  American coun t r i e s .  For the  r a t i o  of Bank 

T e l l e r  t o  Labourer,  he f i n d s  a  range of from 1.5 (Costa Rica) t o  11.6 

(Guatemala). These h igh ly  increased labor  r e t u r n s  pr imarly awarded 

f o r  l i t e r a c y ,  v e r i f y  t he  g r e a t  r e t u r n s  t o  educa t ion  i n  the  l e s s  developed 

world. Rates f o r  p ro fe s s iona l  workers wi th  s k i l l s  s a l a b l e  i n  t he  

developed world, such a s  Argentine engineers  and I r a n i a n  phys ic ians  

a r e  undoubtedly higher .  

Avai lable  information suggest  the  continued va lue  of educat ion 

f o r  most ca t ego r i e s  of s k i l l e d  and p ro fe s s iona l  employment i n  the  developing 

world. Educational investments,  f lowing l a r g e l y  from pub l i c  funds a r e ,  

however, l im i t ed .  

Almost u n i v e r s a l l y ,  ch i ld ren  and youths i n  t he  r u r a l  a r e a s  a r e  

disadvantaged i n  t h e i r  access  t o  educa t iona l  oppor tun i t i e s .  (44) 

To me, t h i s  r ep re sen t s  a form of d i s c r imina t ion  and a  f a i l u r e  t o  a l l o c a t e  

educa t iona l  budgets cpt imal ly .  (5) An a n a l y s i s  of t h i s  problem made 

i n  a "brain drainage" contex t  p r e sen t s  two j u s t i f i c a t i o n s  f o r  t he  

compensation of an  i n t e r n a t i o n a l l y  migrant p ro fe s s iona l  educated 

a t  the  pub l i c  expense, t he  d i s c r iminee ' s  b i l l ,  and the  f i n d e r ' s  fee .  

(5,  p. 433) The concept of t he  d i s c r iminee ' s  b i l l  i s  obvious,  and i n  

t h i s  con tex t ,  sugges t s  t h a t  uneducated r u r a l  and r e s i d u a l  c la imants  

neglec ted  i n  t he  educa t iona l  process  p re sen t  t h e i r  "bill'1 f o r  t he  pub l i c  

investment being exported by the  migrant.  E i the r  t h e  migrant himself o r  

t he  fo re ign  employer may compensate t h e  diecr iminees.  



The concept of the f inder ' s  f ee ,  however, has g rea te r  s igni f icance  

f o r  educational  investment policy.  It r e s t s  upon the  proposi t ion  t h a t  

the nat ive equipment and educabi l i ty  needed t o  educate a  c h i l d  a r e  

not known a t  the  time he begins h i s  education and t h a t  educabi l i ty  

is randomly d i s t r i b u t e d  i n  the  urban, r e s idua l  claimant and r u r a l  

fami l ies .  Rather than use t o t a l  budgets t o  educate a t  publ ic  expense 

the  chi ldren  of those fami l ies  already well  s i t u a t e d ,  resources 

devoted t o  the discovery of chi ldren  bes t  adapted t o  educational  

achievement promise t o  c rea te  even g rea te r  re turns  than those simply 

i o r  minimum standard,  say four th  grade, education f o r  every one, and 

higher education f o r  urban, middle and upper c l a s s  famil ies .  I n  

making t h i s  search f o r  t a l e n t ,  a  country's public  administrators  make 

a  genuine economic cont r ibut ion  i n  two ways, 1 )  i n  f inding persons 

of p o t e n t i a l l y  higher product iv i ty  than those cu r ren t ly  receiving 

the  benef i t s  of public  investment and 2)  by helping r a t i o n a l i z e  

the wage d i f f e r e n t i a l s  by s k i l l s ,  leading t o  a  more e f f i c i e n t  a l l o c a t i o n  

of labor inputs.  

The Calvary of Market Discipl ine 

Nicholas Georgescu-Roegen (24) develops an analys is  of low product iv i ty  

agr icul turewi th  p a r t i c u l a r  po ten t i a l  value t o  those l e s s  developed nat ions 

o f t en  described as  w e r  populated. Quite possibly it has a  more general 

a p p l i c a b i l i t y  t o  those countr ies  i n  which extended family, communal, 

and t r i b a l  organizat ion a r e  s i g n i f i c a n t  i n  a  na t ion ' s  ag r i cu l tu re .  

~ e o r g e s c u ' s  emphasis i s  upon a g r i c u l t u r a l  en te rp r i ses  i n  which marginal 



produc t iv i ty  i s  below subs i s t ence ,  t h a t  is t o  s ay ,  when the i n t e r s e c t i o n  

of supply and curves i n  Diagram 111 of Figure 1 would i n t e r s e c t  a t  a  

l e s s  than subs is tence  l e v e l ,  t h a t  i s ,  where Wr would r e f l e c t  marginal 

r e tu rns  of lower than subs is tance .  Under such circumstances,  resource 

a l l o c a t i o n  depends upon the  c a l c u l a t i o n  of r e t u r n s  on a  non-marginal b a s i s ,  

involving two types of " t ransfers" :  1 )  the  t r a n s f e r  of proper ty  incomes, 

t h a t  i s ,  r e t u r n s  t o  land and c a p i t a l  not owned by the  worker, and poss ib ly ,  

2)  the  t r a n s f e r  of labor  incomes from more product ive members of the  

commununity t o  l e s s  product ive ones. Even though these  t r a n s f e r s  may 

De mandatory *the cont inuing s o c i a l  ex i s t ence  of t he  a g r i c u l t u r a l  

product ion u n i t ,  they may p e r s i s t  i n  a  developing economy even when 

marginal p r o d u c t i v i t i e s  t o  many a g r i c u l t u r a l  workers may be h igher  

than subs is tence .  Empirical v e r i f i c a t i o n  of t h i s  phenomenon i s  d i f f i c u l t .  
ed 

To the  ex t en t  t h a t  couununal and extend/family product ive arrange-  

ment may be important i n  na t iona l  a g r i c u l t u r a l  product ion,  out-migration 

based so l ey  upon the  a c t u a l  marginal o r  even the  a n t i c i p a t e d  marginal 

p roduc t iv i ty  i n  urban cen te r s  may reduce a g r i c u l t u r a l  ou tput .  Given 

the  age s e l e c t i v i t y  of urbanward migrants i n  almost a l l  coun t r i e s ,  and 

given the  g r e a t e r  p roduc t iv i ty  of youth i n  labor  i n t ens ive  work, 

conanunities h i t h e r t o  dependent upon i t s  more youthful  members f o r  

the  support of i t s  low p roduc t iv i ty  e l d e r s  and ch i ld ren ,  may be ha rdp res sed  

t o  maintain p r i o r  production. Under such circumstances,  Georgescu 

a p p l i e s  t he  term "Calvary of Capitalism", probably derived from S o c i a l i s t  

l i t e r a t u r e ,  t o  desc r ibe  the  consequences. Following Ceorgescu, 

however, t h i s  r e a l l y  c o n s t i t u t e s  a  Calvary of Market Disc ip l ine .  The 



implicat ions of our ana lys i s  emphasize the  r i s k s  involved i n  

premature urbaniza t ion  and off-farm migrat ion,  e s p e c i a l l y  a s  they a r e  

r e f l e c t e d  i n  s e c t o r a l  d i f f e rences  i n  wage r a t e s  o r  labor  income. Not 

only i s  the  wu - wr d i f f e rence  (Figure 1 )  important,  but  a l s o  the 

wd - wr d i f fe rence .  Administrative widening of these  labor  income 

d i f f e rences ,  o r  the  pe r s i s t ence  of misinformation about urban work 

oppor tun i t i e s  may i n  such cases  have a negat ive e f f e c t  upon production. 

Inasmuch a s  the  Green Revolution (47) i s  c u r r e n t l y  having a  

s i g n i f i c a n t  inf luence i n  Asian count r ies  where t h e r e  is g r e a t e s t  

l ike l ihood t h a t  marginal p roduc t iv i t e s  m y  be below subs is tence ,  the  

time is now p rop i t ious  f o r  t he  s tudy of labor  force  adapta t ions  t o  

t h i s  technological  bene f i t .  Coupled with f requent ly  requi red  new 

c a p i t a l  investment t o  u t i l i z e  the  new g ra in  v a r i e t i e s  (53),  and 

p o t e n t i a l i t i e s  f o r  both labor  and c a p i t a l  i n t ens ive  investment i n  

r u r a l  a r eas ,  t h e r e  i s  the  d i s t i n c t  p o s s i b i l i t y  t h a t  growth 

maximization m y  come from a g r i c u l t u r a l  r a t h e r  than non-agr icu l tura l  capital 

f  o m t i o n .  

P o l i t i c a l  Options i n  the  Land Reform-Urbanization Al t e rna t ive  

Impl i c i t  i n  the  re luc tance  of development advisors  and agencies  t o  

d e a l  d i r e c t l y  wi th  the  land reform problem i s  an eva lua t ion  of t he  

p o l i t i c a l  r i s k s  involved. Urbanization seemed t o  provide a  p o l i t i c a l  

low-risk development p r i o r i t y  and conformed wi th  s te reotypes  of the  

developed na t ions .  It corroborated not ions of Fasc ina t ion  wi th  

Industry.  It engendered p o l i c i e s  of a g r i c u l t u r a l l y  adverse import 

s u b s t i t u t i o n .  



Urbanization, however, possesses p o l i t i c a l  thorns of i t s  own. 

Greater p o l i t i c a l  v o l a t i l i t y  i n  urban areae,  the  p o s s i b i l i t i e s  of 

anomic disturbances,  and high l eve l s  of mater ia l  expectat ion led t o  

p o l i c i e s  p ro tec t ive  of p o l i t i c a l l y  morepowerful groups. High r a t e s  

of na tu ra l  increase of urban famil ies ,  including those of high income 

and high heredi tary  s t a t u s , l e d  t o  reduced v e r t i c a l  mobil i ty and the  

c rea t ion  of an urban c l a s s  of r e s idua l  claimants, who, though possessed 

of equivalent  na t ive  equipment, were l imited i n  t h e i r  access t o  the  

development of t h a t  equipment, and i n  t h e i r  en t ry  t o  the p re fe r red ,  

higher wage employment. This c l a s s  is now growing, and growing rapidly  

i n  a wide range of developing countr ies .  A t  the  same time, although 

urbanizat ion may have indeed reduced population pressure upon the  land 

below what i t  would otherwise have been, f a i l u r e  t o  accept the p o l i t i c a l  

r i s k s  of the  d i s c i p l i n e  of the  market meant t h a t  production p o s s i b i l i t i e s  

were not rea l ized  i n  e i t h e r  the  urban nor the  r u r a l  sec tor .  The p o t e n t i a l l y  

ameliorat ive e f f e c t  upon the  r u r a l  a rea  through the  r e l a t i v e  reduction 

of population pressure,  through r u r a l  c a p i t a l  formation, and education 

of r u r a l  youth was not maximized. T h e  high and rap id ly  growing 

r a t e s  of urban unemployment across  a wide range of nat ions i n  the 

l e s s  developed coun t r i e s ,  now suggeststhat  the  moment of t r u t h  is 

a t  hand--that there  is no p o l i t i c a l l y  innocuous a l t e r n a t i v e  ava i l ab le .  

P o l i t i c a l  pressures i n  both r u r a l  and urban areas  w i l l  undoubtedly 

increase r a the r  than diminish i n  both sec tors .  Land reform a c t i v i t i e s  

would be enhanced by a more accurate knowledge of urban income a l t e r n a t i v e s  

confronting proepective migrants t o  c i t i e s .  To the extent  t h a t  the  



wage p o l i c i e s  have generated u n r e a l i s t i c  expectations f o r  urban 

work, resources continue t o  be misallocated. The r a t i o n a l i z a t i o n  of urban 

wage l eve l s  thus cons t i tu tes  one of the highest order requirements of 

reordered development programs. These adjustments can be furthered 

by the proper se lec t ion  and education of the nation's youth including 

r u r a l  and lower c l a s s  urban youth. 

Conclusions and Reconanenda t ions 

My analys is  has neglected some aspects  of the  way i n  which 

urbanizat ion can impinge upon land reform e f f o r t s .  In  p a r t i c u l a r ,  

i t , h a s  neglected output o r  comnodity markets and problem re la ted  

t o  import s u b s t i t u t i o n  programs. (1, pp. 17-20) These problems 

including analys is  of demand f o r  agr icu l tu ra l  comnodities a r e  of 

g rea t  importance. My judgment,however, i s  tha t  adjustments i n  the  f a c t o r  

input sec to r ,  p a r t i c u l a r l y  the labor market, a r e  of g rea te r  importance 

a t  the present  time, and i t  i s  f o r  t h i s  reason tha t  I have devoted so  

much of t h i s  paper t o  t h a t  aspect of the overa l l  problem. 

To the  extent  t h a t  urbanization is a s o c i a l l y  modernizing nucleus, 

containing centers  of public administrat ion,  there a r e  a number of 

a c t i v i t i e s  i n  which urban i n i t i a t i v e s  can a s s i s t  a g r i c u l t u r a l  production 

and land reform. Amelioration of c m o d i t y  marketing procedures 

across the whole range of marketing--provision of p r i c e  information, 

improvement of comunicacion and t ranspor ta t ion  f a c i l i t i e s ,  and storage-- 

cons t i tu te  a c r u c i a l  production-organizing opportunity a t  the output 

level .  Urban based a c t i v i t i e s  of an intermediate nature can a l s o  be 

great  value,  i n  p a r t i c u l a r ,  I mention the  establishment of ins t i tu t iona l i zed  



financial intermediaries in rural and small town areas to provide 

banking and credit services, and the possibilities of rural electrification 

in areas adjacent to power production centers. At the factor level, 

it will do no harm to reiterate the importance of educational investment 

and having done that, to stress the importance of technological 

developments geared to problems specific to the rural areas of given 

countries through investment in agricultural research. 

Land reform can assist in the solution to the unemployment problem, 

not through the enserfing of agricultural families and their children, 

but by making income alternativesin rural areas higher relative to 

those in cities. Simultaneously, the rationalization of urban labor 

markets, and possible intermediate endeavors such as manpower mobilization 

programs provide a basis for greater investment in both rural and urban 

areas. 
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